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Abstract 

Abstract 

Due to the rapid development of technology over the past decade, business volatile is 
imperative; competitive business model based on electronic business practices is devolving and 
the centre of e-business model focuses on changing the practice of marketing. Also, Information 
technology has fundamentally changed the entity of marketing.  

Nonetheless, E-commerce furnishes opportunities to business marketers including decreased 
costs and access to new market sections. It provides constant worldwide data and creates 
potentially distinctive challenges. Since companies use e-commerce, channel conflict maybe 
significantly important. Although multiple channels enable firms to attract customers in various 
market segments, they also exacerbate many challenges such as channel conflict, pricing policy 
for different channels and distribution strategies. So by the increase of sales channels, economic 
assessment of different distribution strategies is essential to firms. 

Based on the research study stated in chapter one, the aim of this study is to present the manner 
by which a distributer company`s managers can recognize channel conflict and the measures to 
reduce the bad effects of channel conflict.  

To obtain the main method of data collection in this research, descriptive and qualitative 
approaches were selected on the basis of interviews (the conducted interviews were face-to-face 
and in-depth).  A case study was also carried out in addition.   

The two companies under observation in this research are: a) (*) ‘Chika Company’ and b) ‘Etka 
Chain Stores’. In both firms various access distribution channels and online strategies were used.  

The study clearly indicated that the managers of these companies are quite aware of the channel 
conflict issue. Numerous conflicts by the Internet were also discovered.  In each company well-
functioning strategies were used for the prevention and decrease of the bad effects of channel 
conflict.  These strategies varied due to companies’ conditions variation. 

(*) Chika Company exports its products. 

Key words: Channel Conflict, Internet, Conventional Marketing Channel, Food Product 
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Chapter One: Introduction 

 

Chapter one: Introduction 
In this chapter, the history and various aspects of channel conflict have been described. Also, the 
channel conflict of Internet marketing channel applied in conventional channels is briefly 
explained.  The research ends with the statement of the problem. 

1.1. History:  

According to Kleindle (2001) in order to response to the rapid pace of technological 
developments, firms have no way but to change. A model of business competition based on e- 
business practices is devolving, which focuses on changing the marketing practice. The nature of 
marketing has been fundamentally changed by information technologies.  

The Internet has provided the traditional marketing system with variety of web technologies. 
These variations also include: a) the developers and users b) the capacity of data and pattern 
development. (Zhiping and George 2006) 

The potentials of IT have increased by internet since internet has helped companies reduce the 
costs and have access to electronic networks in comparison with previous proprietary systems. 
(Bakos 1997) 

Opportunities such as decreased costs and access to new market sections have been given to 
business marketers by electronic commerce. Moreover, internet provides firms with constant 
worldwide data and creates potentially distinctive challenges. The channel conflict has become 
significantly important for firms since the time they commenced the use of internet. (Gilbert and 
Bacheldor 2000)  

According to Hanson (2000) online electronic commerce threatened the traditional distribution 
channels. Moreover, how such channel conflict is managed by suppliers, is an important factor 
that determines the company's success.  

How supplier organizations manage this channel conflict throughout their entire distribution 
system will be an important factor in their success. (Webb 2002) 

Although firms are enabled by multiple channels to attract customers in various market 
segments, many challenges including channel conflict are also exacerbated (Webb 2002). So by 
the increase of sales channels, economic assessment of different distribution strategies becomes 
essential to firms. (Alptekinoglu and Tang 2005)  
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Following the introduction of e-commerce, the channel conflict became the major concern of 
B2B firms (Coughlan et al. 2006). Although , also a concern for B2C marketing, the channel 
conflict particularly menacing in B2B area as customers in this area are more encouraged to 
witness the competition among the channel members (ibid). 

The channel conflict can be defined as a situation where one member perceives another member 
to be involved in operations to thwart, gain resources and to injure other members. Channel 
conflict can be horizontal (happening between similar firms at the same level), vertical 
(happening between intermediaries at different levels of the channel) and intertype (which 
happens between different types of intermediaries at the same level). (Taylor and Jackson 2000) 

 

1.2. Research problem: 

In this thesis, we will focus on channel conflict when Internet based marketing channel is added 
to the conventional channel. 

Being called a conflict by Ghosh (1998) and Leda (1999) such a conflict tends to happen when 
traditional channels compete in a destructive way to sell to the same markets. They believe that 
such a conflict happens when the parties disagree over substantive issues or when, due to 
emotional antagonism, there is a friction between the parties. When there is a conflict, the 
existing balance of power between the marketing channel members may break done. The result 
of such a break done is the probable raise of lawsuits, trust destruction, financial loss and market 
shrinkage. The manufacturers may be fought against when the intermediaries are afraid of the 
negative effects of disintermediation.  

The main purpose of this thesis as stated in chapter one is: 

 

 

 

Recognizing channel conflicts  

As explained, the marketers generally perceive that any conflict will hurt the firm's performance. 
But it is not always so, the conflict can be useful in some situations. Such a useful or functional 
conflict may improve the firm's relations with others. When each member believes that its 
success is dependent on other members' help, such a conflict is expected to be of a functional 
essence. The members are encouraged by such an improvement to quit their old assumptions and 
habits (Coughlan et al. 2006). 

 

 

How could distributor managers realize channel conflict and what measures must be taken to 

reduce negative effects?  
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The competition begins when a firm uses internet marketing channel for the same market. But 
we should not think of all competitions to be negative to result in channel conflict. When Internet 
is introduced to the traditional channel, the managers should be ready to confront the channel. 
But the query remains when one seeks to describe how managers can recognize channel 
conflicts.  

 

 

 

 

Measures for reducing the negative effects of channel conflict 

The second query seeks to explore what should be done in order to minimize the negative effects 
of channel conflicts.  

 

 

 

1.3. Disposition of the thesis: 

The disposition of this thesis is provided in this section (see Figure 1.3). 

 In Chapter 1 ‘Introduction’ presents introduction to the problem area. 

 Chapter 2 is Literature Review of an overview from the available literature relevant to the 
problem area. 

 Chapter 3 describes the study of the resellers’ perspective on channel conflict and provides a 
bridge between the two studies. It also explores the basis of the research questions formulation 
based on the results of the literature reviewed and ends with a conceptual frame of reference. 

In Chapter 4, Research Methodology is developed which justifies the applied methodology to 
execute the research. 

Chapter 5, ‘Empirical Data Presentation’ presents the collected data during the study. 

Chapter 6 discusses ‘Data Analysis’ as explained in chapter 5. 

In Chapter 7, ‘Conclusions & Recommendations’ conclusions are deducted from the collected 
and analyzed data.  This chapter terminates with recommendations for further studies.  

 

RQ.2 

What measures must be taken to reduce negative effects of channel conflict? 

 

RQ.1 

How distributor companies` managers recognize channel conflict? (Conflict between traditional 
and Internet channels) 
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Figure 1-1 Disposition of the thesis 
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Chapter two: Literature Review 
2.1.Internet and Conventional Marketing Channel 

The marketing channel constitutes the ground for competition in a free market, where companies 
compete and their success and failure is determined. (Bowersox and cooper 1992) 

It is not common among producers to sell their products directly to the end users. A number of 
intermediaries, who form a marketing channel called distribution/trade channel, operate between 
such producers and the end consumers. (Kolter and Keller 2006) 

According to Wirtz (2007), multi channel marketing is a marketing strategy which is used to 
attract the customers' attention to different distribution channels and to offer them the goods or 
services they produce and provide. The customers are given the possibility to select, among a 
variety of non-similar channels, the distribution channel which gives them sufficient information 
on the goods or services to be bought.  

Coughlan et al. (2006) believes that manufacturers, intermediaries and end-users are the key 
members of any marketing channel. Any member of the marketing channel other than the 
manufacturer and the end-user is referred to as intermediary. Generally speaking, intermediaries 
can be whole seller, retailer or specialized intermediaries. A wholesale intermediary does not sell 
to individual consumer end-users, but it sells to other intermediaries such as retailers or business 
end-users. Nowadays, hypermarkets, category killers, mass merchandisers, department stores, 
convenience stores, buying clubs, franchises and online retailers are called retail intermediaries, 
who sell directly to individual consumer end-user. Specialized intermediaries are not involved in 
the business represented by the goods or services sold, but instead, they perform a specific flow 
in the marketing channel. Consumers can also be classified as a member of a marketing channel 
as they perform channel flows like other channel members.   

Bucklin et al. (1997) is on the idea that with any change in a manufacturer's business strategy 
toward online selling, the relationship between him and any intermediaries can be affected.  

Multi channel distribution strategies can have many benefits for manufacturers, the four most 
important of which are as following: 

Gaining much more insight into the end-users' shopping patterns and needs, better utilization of 
excess manufacturing capacity when existing distribution channels are over-loaded, focusing 
more on target markets and improving the company's overall competitiveness and being 
beneficial especially for manufacturers with broad product lines, as a single distribution channel 
is unlikely to be optimal for all range of their products. (Webb 2002) 
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According to Rangaswamy and Bruggen (2005), multi channel marketing gives the companies 
the opportunity to build up long lasting relationships with their customers by offering them the 
information, goods and services and after sales services via two or more channels which are 
synchronized. We should not forget that multichannel marketing differs from the traditional        
multiple-channel marketing, where a company creates its relationship with different customers 
using different marketing channels (Figure 2-1). For example, it may use personal selling to sell 
to large customers and use retailers to sell to small customers. While in multichannel marketing, 
different channels may be used by customers to reach different parts of a firm or different 
channels may be selected at different times.    

 

Figure 2-1 Multichannel Marketing (Rangaswamy and Buruggen 2005, p. 6) 

 

 

Rangaswamy and Bruggen (2005) also believe that customers are at the core of multichannel 
marketing system, as shown in figure 2-1. Based on the said figure, a customer first chooses a 
channel (let say a call center) to start an interaction with a firm. The chosen channel, provides the 
customer with information and services that the customer needs. It also creates a link between 
the customer and other parts or channels of the company. Unlike the static structures and flows 
of traditional marketing systems, multichannel marketing systems are characterized by such a 
real time alignment between the customer and different channels in a firm.  
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Nowadays, more retailers round the globe, use multi channel marketing whereby online 
marketing, catalog and mail order and stores are used by retailers as marketing channels. What 
customers expect from retailers is to have a very easy shopping experiences with any of the said 
multiple channels. To give the customers what they expect, the retailers must collaborate more 
closely with their suppliers and other members of the channel. The result of such collaboration 
would be the creation of strategic alliance and partnership needed to enable the retail value 
chains to meet the demands of customers surfing the channel. (Rosenbloom 2002)   

The online (Internet /web based) and traditional marketing systems differ in some aspects: the 
content of information exchanged, the development practices employed and the nature of the 
existing developers and end-users. (Zhiping and George 2006) 

Chaffey et al. (2000), define Internet marketing as the use of Internet and related technologies to 
achieve marketing objectives.  

Internet/ web based marketing enjoys the characteristics of both direct and indirect marketing. 
Generally speaking, Internet marketing or online marketing can bring about the following four 
competitive advantages (Fraser et al. 2000): 

1) It reduces the costs associated with wholesale and retail operations 
2) It decreases the purchasing costs by reducing the effort and time involved in logistics 
3) It improves the information selection and processing and as a result it improves supply 

chain management 
4) It helps firms increase their market share and develop new markets via reduction of costs 

associated with the processing and selection of information on the needs and wants of the 
customers 

In figure 2-2, (Yan 2008, p. 50) considers a market environment in which a firm sells its products 
through online and traditional channels. Here, both channels compete to sell the same product.   

 

 

 

 

 

 

 

 

 



The Impact of Internet on Conventional Marketing Channels in Iran  17 

 

Chapter Two: Literature Review 

 

Figure 2-2: model framework (Yan 2008, p. 50) 
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The web, e-mail and mobile devices as new communication channels have been opened up by 
Internet which has revolutionized the marketing systems. Internet also provides marketing 
managers with necessary tools to collect every detail about a customer's preferences. The 
intimacy of personal selling is being recreated by such an approach, which has created some 
complexities. (Kenny 2000, cited by Pullicino 2002) 

The Internet, as a source of information and feedback in establishing stronger customers' 
relations, engages customers in a higher degree of so- called self-service. The difference between 
marketing channels, lie in their ability to provide different and a various service outputs. 
(Hallowell 2001)    

The Internet is a channel which is specialized in providing the customers with the information 
they need and as a result, reduce the costs of search. Internet also enhances the seller's value 
proposition by offering multiple complementary channels that provide deeper mix of customer 
services. (Wallace et al. 2004 and Agatz et al. 2006) 

The Internet is used by e-marketing channels as the main medium to make services and products 
available for the end-users equipped with PCs and other ICTs. (Bollier 1995) 

Ehrens and Zapf (1999) believe that exchange of goods, money and information are three main 
tasks expected to be performed by all marketing channel systems. 

Peterson et al. (1997) defines physical distribution, communication and transaction facilitation, 
as three other functions of marketing channel systems. 

It is predicted nowadays that e-commerce will ultimately lead to disintermediation, a term used 
by Chaffey et al. (2000), to refer to the removal of distributors or brokers who played the role of 
intermediaries. Such a disintermediation is reached when manufacturers replace e-channels such 
as call centers and telemarketing with direct sales forces to link directly to the end-user. (Moran 
1999)   

Ability to provide information worldwide, access to new market segments, reduction of costs and 
introduction of potentially significant challenges are all profound opportunities that e-commerce 
gives to marketers. On the other hand, it may make firms concerned about marketing channel 
conflict. (Gilbert and Bacheldor 2000) 

Automation of tasks, increase of customers' satisfaction and integration of systems in different 
firms should be added to the advantages that e-commerce has over traditional business methods. 
With e-commerce, a supplier may use electronic channels to place orders. The least result would 
be human error reduction and more efficient operation. On the consumers' side, if they deal with 
e-commerce enabled firms, they will be provided with better and more consistent customer 
service.  In addition, they do not need to wait on the phone for a service agent broker; as human 
interaction is reduced. (Lupra 2004)   
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The intermediaries consider any attempts by a company to have direct relations and 
communications with the end-users/customers to be building the ground for future conflicts even 
if the company does not make any direct sales to the end-user. Such conflicts will unlikely affect 
the users' brand experience when contacting the reseller, but they may decrease the pace of the 
resellers' efforts. Nowadays, the Internet as a powerful medium for marketing is seen as a 
suitable ground for conducting commercial transactions where millions of buyers and sellers do 
every type of business. (Baourakis et al. 2002) 

2.1.1. Summary: 

According to what has been reviewed, multi-channel marketing is a way of connection with the 
customers to offer them the goods and services they need. Using multi-channel marketing, the 
customers are given the opportunity to select a suitable channel to buy what they want. The 
retailer, the whole seller, specialized and end-user are the manufacturers' intermediaries who are 
the key members of the marketing channel. Internet is the source of data which can help 
manufacturers create strong relationship with their customers. When applied in marketing 
channel, Internet can help manufacturers remove intermediaries for direct sell to the end-users. 
Reduction of intermediation costs, reduction of purchasing costs and improvement of the supply 
chain management are three competitive advantages offered by online marketing.  

   

2.2.   How Do Distribution Managers Recognize Channel Conflicts? (Conflicts between 
traditional and Internet channels) 

2.2.1. How to Identify Channel Conflict 

The manager will always face channel conflict to some extent which cannot be resolved 
completely i.e. 100%, since elimination would diminish the business opportunities. The reason is 
that the business growth of a company requires some channel conflict. But to benefit from these 
conflicts, a manager should recognize when the conflicts become counterproductive. When the 
company's sales staff and business partners start leaving the company, it is a sign of taking a 
wrong step by the manager (in using the conflict).  Customers’ awareness of the conflict is 
another less identifiable sign of a misstep taken. (Driver and Evans 2004) 

According to Magrath and Hardy (1989), the channel conflict can be defined as frequency of 
conflict multiplied by the importance and intensity of probable disagreements between the 
resellers and the manufacturers. Although power is a necessary factor in channel coordination, it 
is an influencing factor in channel performance and conflict. Moreover, Rosenbloom (2002) 
defines ‘Power’ as the power of every marketing channel member to control and influence the 
behavior of other members. 
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On the other hand, Taylor and Jackson (2000), define channel conflict as a situation where a 
channel member thinks that other members are trying to get access to market resources at its 
expense. Aforesaid, it can be deducted that channel conflicts are of three types: horizontal 
(channel conflict between similar firms which are on the same level) vertical (conflict between 
intermediaries) and intertype. 

Tsay and Agrawal (2004) and Agatz et.al (2006) believe that an additional channel may decrease 
the sales of the existing channels instead of increasing the company’s total volume of sales.  

Different divisions may manage different marketing channels in a company, amongst which 
conflict may arise. Such a conflict may even arise between members of a supply chain. For 
instance a conflict may occur in a manufacturer who competes with its resellers via an Internet 
channel to sell directly to the end user.  

2.2.2. When Channel Conflicts Occur?  

The integration of e-commerce and traditional marketing channels may lead to channel conflicts 
(Friedman and Furey 1999, Ward 2001). Such conflicts will occur when there is a competition 
between means of reaching customers or when the existing marketing channels are bypassed, as 
if it is not a new phenomenon to electronic commerce. (Balasubramian 1998, Stern and Ansary 
1992)  

Ghosh(1998) and Leda (1999), call such a conflict, Internet channel conflict which occurs when 
traditional channels compete against each other in a destructive way to sell to the same markets. 
To them, Conflicts are the results of the parties disagreement over substantive issues or when 
there is a friction between the parties due to emotional antagonism. With the occurrence of a 
conflict, the existing balance of power between the marketing channel members may break done, 
as a result of which the risk of lawsuits, trust destruction, financial loss and market shrinkage 
may raise. The intermediaries may fight the manufacturers when they are afraid of the negative 
effects of disintermediation.  

While supporting such an idea, Coughlan et al. (2006), believe that each marketing channel 
member has its own special objectives which are incompatible and different from those of other 
members. A manufacturer, for example, may follow a low price policy in order to penetrate the 
market rapidly, while a short – run profitability may be pursued by a dealer or a reseller may 
follow a supplier's way to increase its profit. These objectives can be achieved in several ways:   

Increase of unit sales and unit gross margins, decrease of goods inventory and production 
expenses, and getting allowance and credit from the manufacturer. There is no doubt that each 
member has its own preference. The manufacturer tries to increase its profit margins. In contrast, 
the supplier encourages the reseller to take a reverse action, i.e. keep more inventories, accept 
lower gross margins, and spend more on the production line. Despite the perception of the 
marketing channel members, most of the tensions in the channel are not due to the conflict of 
interest among members.  

 



The Impact of Internet on Conventional Marketing Channels in Iran  21 

 

Chapter Two: Literature Review 

 
 
The multi-channel marketing conflict is escalated by such a misperception of the members. (ibid) 

There are various definitions for the term multi-channel marketing conflict but according to 
Glas1 (1997, 1999) the definition needs to be revised. To him, conflict occurs only when a 
channel member feels he is irritated by other channel members’ behavior; interests, emotions and 
perceptions. Although these dissimilarities are anticipated which cause restrictions or 
impairment, they precondition latter conflicts.  This is a clear distinction of a conflict condition 
from a non-conflict. (Yasmi et al. 2003) 

Kotler and Keller (2006) believe that the genuineness of a firm's goal can be a main source and 
cause of conflict. Other researchers such as Rosenbloom (2002); Coughlan et al. (2002); Castro 
et al. (2005); and Kotler & Armstrong (1998), intend other causes for channel conflict: 
Differences in perception and expectations, incompatibility of the business and objectives, lack 
of resources, divergence of domain and difficulty of communication.  
Also, Coughlan et al. (2006) believes in clashes over domains. According to him Clashes over 
domain is the most significant source of conflict, occurs when members compete for the same 
business. The domain conflict occurs especially when many channels try to present their 
products to the same market. 
According to Cullotta (2008), over-time maturation of market is the main reason why nearly all 
manufacturers experience channel conflict. It is obvious that the needs of an end-user differs 
over time, therefore a firm's marketing channel strategy must evolve as the market matures. The 
so-called transition points where the market starts its movement from one stage to the next 
throughout its maturation and where a firm adopts a new channel model to serve all customers 
during the market transition are the primary sources of channel conflicts. 
 
2.2.3. Forms and Types of Conflict 

 
Although, often seen as an abnormality and thought un-wanted, channel conflict may, in certain 
conditions, be desirable, serve to keep the members active and creative. Channel and encourage 
members to grow and seize new market opportunities (Driver and Evans 2004). 

According to Coughlan et al. (2006), there are three forms of channel conflicts: latent (when 
there is a contention but the firm is not aware of) perceived (when a member feels some sort of 
opposition in interest, perception and intention with other members) and functional (when it is 
useful for the organizations).  

As explained, the general perception is that any conflict will hurt the firm's performance, but 
there are situations where such a conflict is useful for the betterment of the firm's relations with 
others. Such a conflict is called a useful or functional. We should expect a functional conflict 
when each member understands that its success will depend upon other members' contribution 
and help, when members push each other to improve their performance. Such an improvement in 
performance will encourage the members to quit their old assumptions and habits (Coughlan et 
al. 2006). 
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According to Matta and Mehta (2001), the nature of the industry and the individual company 
operating in that industry are the main determinants of the magnitude and type of a channel 
conflict in the electronic commerce marketplace. The firms that do not observe their 
traditional/offline distribution channels may damage old relations or flow of revenues. On the 
other hand, the firms that manage their own marketing and distribution channels risk 
cannibalizing their revenues with online stores.  

Coughan et al. (2006), believes that when the channel members enter their personal emotions 
(such as hostility, frustration, anger, anxiety and tension) into the channel, a sense of so-called 
felt conflict or affective conflict is experienced. At this level of conflict the members try to make 
their differences personalized. They forget their economic benefits and a sense of antagonism 
rises between the channel members. This situation continues until the managers forget to make 
economically sensible choices and instead, try to punish the other channel members at the 
expense of destroying their organization. In case the felt conflict, is not controlled, it may change 
to a manifest conflict, where the channel members even try to withdraw their support from other 
members and in worst cases, they may even sabotage the other members to take revenge. 

2.2.4. Destructive Channel Conflict Recognition 

From Cullotta's (2008) view point, any change in the intensity or the level of conflict of any kind 
may ultimately become a destructive conflict. Channel members may complain about the lack of 
the manufacturer's support and commitment or they may be uncomfortable with some sales 
volume. But such noises are not always an indicator of the existence of a destructive conflict in 
the channel. But channel members must pay attention to such noises in order to prevent them 
from becoming a conflict as destructive conflict grows in a channel over time, if not controlled 
and managed on time. 

 2.2.4.1. External Indicators of Channel Conflict 

Border Wars 

Border wars as an external indicator of a conflict emerges when members of a channel compete 
for the same sale. Some of the border wars are good indications of having good market coverage. 
Marketing channel members normally show reaction when the possibility of border wars exceed 
25 percent. (Cullotta's 2008) 

Emotion 

The noise in indirect and indirect marketing channel is increased by conflict. One of the signs of 
a good channel management is the control of emotions in the channel. When there is an emotion 
in the channel, the members will reduce their support from the product line to show their  
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reaction. Emotion may cause the channel members to de-emphasize a brand even if it is not to 
the benefit of the channel. Emotion creates a sense of ill will in the channel which makes the 
manufacturer switch out the wholesale of a product in the marketing channel. (Cullotta's 2008) 

Customer Satisfaction 

According to Cullotta (2008), if there is a conflict in a channel, the customers will have to pay 
extra buying costs as they have to deal with multiple channels who offer the same products. In 
addition, the competing channels ignore customers' less evident buying requirements as they pay 
more attention to easier ways of winning a sale in a conflict situation. These two are the main 
reasons that any conflict may erode the customers' satisfaction during the time. 

2.2.4.2.  Internal Indicators of Channel Conflict 

A number of internal operations dealing with the firm's efficiency and success will be affected by 
destructive channel conflicts which ultimately will threaten the firm's market position. (Cullotta 
2008) 

 Sales Force Productivity 

As a result of conflict existence in a channel, the sales managers have no way but to make 
exceptional decisions, which will increase the management costs. The firm's turnover will 
increase because sales representatives will react to the existing conflict. The volume of sales will 
also decrease a more attention and effort is put on conflict instead of management. All the three 
impacts will affect the sales force and as a result, the productivity will decrease. (Cullotta 2008)  

Channel Relationships 

Cullotta (2008) also believes that the channel position will be eroded by any destructive conflict 
and at the initial stages, when margin erodes, special pricing will be required by the channels. 
These channels will offer the conflicting brands only when customers order them and as a result, 
the brand will be dropped entirely.   

Customer Relationships 

The emphasis which is put on price by conflict as a differentiation between the conflicting 
channels will erode the basis of a company's competitive position and as a result, the perception 
of the customers about a firm's products will be shifted fundamentally. When the production line 
reaches a commodity status, the line's repositioning cost will increase noticeably and the 
probability of the production line regaining an acceptable position will decrease.  

 



The Impact of Internet on Conventional Marketing Channels in Iran  24 

 

Chapter Two: Literature Review 

As a result, the cost of satisfying the customers' expectations from the firm will increase 
tremendously. Since the company's market share and profits might decrease by such internal 
factors, recognition of these factors and on- time reaction to them would be necessary. (Cullotta 
2008) 

2.2.5.   Summary: 

To summarize, channel conflict is a situation where a channel member thinks that other members 
are trying to get access to market resources at its expense. Conflict, whether positive or negative, 
happens when online and offline (Internet vs. traditional) marketing channels sell to the same 
market and there is a harmful competition between them. Another cause of conflict is the 
disagreement of channel members on important issues or the emotional antagonism which make 
hostility between channels. Generally speaking, the people perceive conflict as to be useless 
phenomenon which harms the firm's relations with others or its performance. But antagonism is 
not always destructive, it can also be constructive. A constructive antagonism is called a positive 
or useful conflict. A conflict can also be latent, functional, perceived, felt, manifest, horizontal, 
vertical and intertype.  
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Table 2-1: Summary of Literature.  
Developed by the author 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Literature review 

                   Authors        Kotler  coughlan  Rosenblooom Castro     Kotler       Yasmi Glasl    Cullotta  Driver     Magrath       Taylor      

                                                  and        et al             (2002)          et al        and          et al    (1997; (2008)      and           and             and 
   Causes                             keller     (2002)                              (2005)  Armstrong(2003)  1999)                  Events     hardy         Jackson 

 Of conflict                        (2006 )                                                                (1998)                                             (2004)     (1989)       (2000) 
 
Sales staff and                                                                                                                                × 
Business partners leave 
 
Customers become                                                                                                                                      × 
Aware of the conflict 
 
Power                                                                                                                                                                              ×    
 
Impairment in behavior                                                                                        ×        ×                                                       × 
 
Competing between                                                                                                                                                                       × 
Channels 
 
Goal incompatibility            ×            ×                 ×            ×           × 
 
The lack of resources          ×            ×                 ×            ×           × 
 
The business rule                ×            ×                 ×            ×            × 
Incongruity 
 
Difference of                       ×            ×                 ×             ×           ×                                                                               × 
Perception  
Difference of                       ×            ×                 ×             ×           ×                                                 
Expectation  
Difficulty of                          ×            ×                 ×             ×           × 
Communication 
 
Difference of emotions                                                                                           × 
 
Difference of interest                                                                                          × 
 
Divergence of domain         ×            ×              ×              ×           × 
 
Clashes over domain          ×            ×               ×               ×           × 
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Table 2-2: Summary of Literature. 
 Developed by the author 
 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
 
 

An obvious sign that your company has taken a misstep is when sales staff and business partners begin 
leaving. Another less identifiable sign is when the customer actually becomes aware of the conflict. 
 
Power:                                         The capacity of a particular channel member in controlling or influencing the                         
                                                      other`s behavior. 
Impairment in behavior:           A situation in which one member of the channel perceives another member as  
                                         engaged in behavior designed to injure, thwart, or gain resources at its expense.                                                                          
 
Competing between:          A manufacturer competing with its own resellers through a customer-direct Internet                                                                                                                                                                
Channels                                channel or when alternative means of reaching customers implicitly or explicitly         
                                        compete with or bypass existing channels or when Internet and traditional bricks- 
                                        and-mortar channels destructively compete against each other when selling to the  
                                        same markets. 
                       
 
Clashes over domain:         When channel members are potentially competing with each other for the same  
                                                business.      
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2.3. What measures must be taken to reduce the negative effects of channel conflicts? 

Strategies must be developed for the integration of a company's traditional and Internet channels 
in order to avoid channel conflict of any sort (Webb 2002). Sometimes, adoption of special 
policies will help a company address the conflict before its creation (Coughlan et al. 2006). 

According to Kevin Webb (2002), when a company decides to make online direct sales to 
customers, it will experience lower levels of conflict. There are several ways for manufacturing 
companies to minimize a channel conflict:   

1- The price of products offered online is not lower than the resale price offered by the partner 

2- The places of orders fulfillment on the company's website is diverted to the partners 

3- The partners are promoted on the company's website 

4- The partners are encouraged to advertise on the company's website 

5- The offering of products on the company's website is limited 

6- The products offered on the website, are given unique brand name 

7- The products offered on the website are delivered within the demand life cycle 

8- The company's overall distribution strategy is communicated and coordinated more effectively 

9- Super over- reaching goals are used   

The above mentioned ways of decreasing channel conflicts are believed by Webb (2002) to beat 
best very idealistically or at worst, impossible to implement due to the fact that companies have 
difficulty to adopt e-business strategies in order to have a positive ROI.  Yet, despite the trials of 
adopting the mentioned in minimizing channel conflict, these tools assist a company to decrease 
the general conflict. Propositions that make the most sense for a given business situation is used 
by shrewd manufacturing companies. (Webb 2002) 

2.3.1. Pricing Strategies to Minimize Channel Conflict 

If one channel members lower the prices or work with lower margins, this will most likely make 
multichannel conflict tenser. (Kotler and Keller 2006) 

Companies sometimes price their products or services aimlessly. They define their pricing 
strategy by development costs or the profit margin alone. By this strategy, they have no way but 
to offer discounts on every sale to meet the market price and as a result they create a channel 
conflict. (Gtms 2001) 
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When the existing traditional distribution channels (including retail, wholesale or superstores) 
are threatened to be cannibalized by new sales methods (such as web, catalog or partner), such a 
situation will create channel conflict which will cause firms to lose profit margins. (Gtms 2001) 

According to Gtms (2001), the possibility of channel conflict can be avoided by the firm's 
pricing strategy via: 

2.3.1.1. To Define All Possible Channels 

To define all possible channels (including web, sales agents, direct sale, distributors, retailers and 
catalog) that a firm might use someday. A service company must consider the partner's channels 
which might bundle its services with theirs. (Gtms 2001) 

2.3.1.2. Analyze Industry Standards 

To research each channel being defined in order to determine what the firm expects from each 
channel with regards to the products or services. A firm cannot use other firm's experience in this 
regard since the industries are different. In addition, an evaluation of the existing competition 
within each channel must be carried out in order to see what the market will bear. (ibid) 

2.3.1.3. To Understand Your Product/Service Costs 

Understanding the break-even costs. In order to define the break even costs, a firm must consider 
the delivery cost in addition to the cost of goods and labor. A comparison must be made between 
these costs and the margins expected by each channel in addition to the final price that a market 
can expect and bear. (ibid) 

2.3.1.4. Create Multi–Level Pricing 

To create a multi-level pricing model that considers each channel's margin expectation, the 
ultimate bearable market price, costs and profit margins. (ibid) 

Gtms (2001) believes that it would be very difficult to price multiple channels and even if done, 
it would not guarantee that there will be no channel conflict.  

2.3.2. Channel Decision Matrix 
 
The forces and opportunities for change are analyzed by the Channel Conflict Strategy Matrix 
which is developed by Accenture consulting. This matrix also identifies the change strategies 
used by firms to minimize the channel conflict. One should not forget that in a Channel Conflict 
Strategy Matrix, the market power is a function of where power resides and the channel value is 
defined as an indicator for measuring the amount of worth that a channel can bring about for 
 

 
 



The Impact of Internet on Conventional Marketing Channels in Iran  29 

 

Chapter Two: Literature Review 

 
a customer regardless of the value provided by the manufacturer. (Bendix et al. 2001) 
 

 

Figure 2-3: (Bendix et al. 2001, p. 10) 

After determining the market power and channel value using the matrix, the matrix can be used 
as the basis for strategic looking at each channel. Such a strategic look can not only show us the 
safest and the most effective combination of the matrix but also it can tell us where to fight 
against conflict, where to mediate or where to avoid channel conflicts. (Bendix et al. 2001) 
According to Bendix et al (2001), when the suppliers have the so-called the market power and 
also little value is added to the sales proposition by the channel, direct competition with the 
channel would be advisable.  On the other hand, when the traditional distribution channel has the 
market power, forward integration with the channel would be the best strategy even if no or little 
value is added to the transaction by the channel. In such cases the suppliers must invade the 
channel in order to increase the channel's capacity for value creation. Such an invasion can be 
done via creating an innovative offering which cannot be duplicated by regular channel. 
Bendix et al. (2001) also believes that when there is a channel fragmentation, the market power 
becomes low and the value is high. In such situations the suppliers must be the leader of their 
distribution channels in order to help them achieve their aims. On the other hand when both the 
Market power and the value in the traditional channel are high, there would be higher potential  
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for conflict and even hostility. 
In such a situation, the members see themselves at the level of the suppliers and expect the 
suppliers to seize every opportunity to maximize the value created. One of the opportunities can 
be creating a new customer segment with no conflict with the traditional channels or limiting the 
number of online sold products.   

2.3.3. Economic Incentives 

It has been proved that the combination of visible economic incentives (not confined only to 
offering lower prices or higher allowance) and a pay for performance system will dissolve much 
of the tension created by conflict. (Coughlan et al. 2006)    

Eleven ways of minimizing e-commerce created conflict have been offered by Coughlan et al. 
(2006) as shown in table 2-3: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 2-3 (Coughlan et al. 2006, pp. 261) 

 

 

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

2) Divert the fulfillment 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 which 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 super-ordinate goals, such as doing the best possible job of 
meeting customers` need. 
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2.3.4. Channel Conflict Solutions 
 

Cullotta (2008) refers to the channel conflict as an un-separable part of any channel strategy. He 
believes that a larger channel strategy issue is masked by the perceived channel conflict issue. To 
him, common challenges often perceived as channel conflict problems are as following:   

• End-user/channel segmentation- the defined channel segments will change with the 
evolution of end user needs. In case the needs of these channel segments are not 
recognized, understood and delivered by the manufacturers, the same types of issues 
related to customer satisfaction which are found in the examples of channel conflicts will 
be created. 

• Channel support- with the change of the end-user needs, the channel support 
requirements will also change. In case the new support needs are not met by the 
manufacturer, his channel position may be eroded. 

• Market Penetration- Channel conflict is often considered to be a barrier before market 
penetration especially when a new product is to be introduced by the manufacturers. But 
we should not forget that the lack of market penetration may have some roots in the way 
the target end users are defined, channel selection strategies and marketing activities.  

• Company Politics- the company's attempt to keep and preserve the current situation is a 
barrier to adding a new distribution channel, especially when a company is very satisfied 
with its traditional distribution channel which supported by its powerful base in the 
company, has been successful in growing the company's business. The experience shows 
that when the channel members do not have a common understanding of the different 
economic roles of channels, the channel expansion battles are lost for conflict reasons. In 
this situation, the real issue of a company is how to meet the company needs with 
minimal loss to the traditional base. Generally speaking a company can manage a 
destructive channel conflict through economic and structural controls which lay the rules 
to manage conflicts. Compensation techniques are required by economic remedies to 
manage any channel conflict. Any conflict which shows up, prescribes the right economic 
solution. (Cullotta 2008) 

• Dual compensation- such a remedy is used when conflict emerges between direct and 
indirect channels. The indirect channel can be moved from potential adversary for direct 
sales forces by this remedy.  

• Functional compensation or discount- The cross- channel conflict or the conflict existing 
between channels with different cost and capabilities can be remedied by this method. In 
this method, a specific discount is paid to a channel that does a measurable function. In 
this situation, a functional discount will make the high-cost channel compete with low-
cost channel for special customers who value the company's high support.  

• Shared costs- it is somehow similar to functional discount but the only difference is that 
the shared costs pay directly for the task while the functional discount compensates the 
channel members for incremental tasks through giving a discount on each product being 
sold.  
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• Compensation for market share- this method can be used both for direct and indirect 

conflicts where the company compensates the direct sales rep based on the company's 
total market share. (Cullotta 2008) 

According to Kleindl (2001) recently a general model called "Rahim Model" has been developed 
for conflict management. In this model needs, desires, formal objectives and standards of 
behavior have been defined as individual concerns. This model is also consistent of two self and 
other's concern dimensions and five strategies including conflict avoidance, compromise, 
dominance, integration and obligation (figure 2-4)   

 

                                                                
Figure 2-4 the Conflict Management Model (Kleindle 2001, p. 139) 

                                                   
Figure 2-5 Internet Channel Conflict Management Strategy (Kleindl 2001, p. 140)  

As shown in figure 2-5, following the analysis of many conflict cases, five channel conflict 
management strategies have emerged: channel absorption, channel compromising, avoidance, 
differentiation and intermediary support strategies (Kleindl 2001):  
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2.3.4.1. Intermediary support strategy 

The intermediary support strategy is applied by manufacturers who are more concerned about the 
intermediaries than themselves. In this case, a passive Internet channel strategy is applied and the 
web sites are used to support intermediaries. For instance, an e-business infrastructure is 
developed by the manufacturer for the intermediaries where the product information is advertised 
instead of product sales and the customers are guided towards the nearest intermediary for the 
final purchase of goods or services. (ibid) 

2.3.4.2. Differentiation strategy 

The differentiation strategy is used where high concern exists for both the manufacturer and the 
intermediaries. The concerned manufacturers try to find ways for differentiating themselves from 
the intermediaries, via utilizing strategies to minimize cannibalization of the existing channels. 
Market and product differentiation strategies are mostly used in such situations. The first strategy 
(market differentiation) means classification of customers in to certain groups and to using 
different channels to address their needs.  The latter strategy (product differentiation) means 
sales of different products and services via different channels. (ibid)  

2.3.4.3. Conflict avoidance strategy 

The conflict avoidance strategy is used where there is little concern. Because of the manufacturer 
is simultaneously engaged in on-line direct sale and traditional sales via intermediaries. (ibid)  

2.3.4.4. Channel Absorption Strategy 

Contrary to the intermediary support strategy, a channel absorption strategy is used by 
manufacturers whose concern is high about themselves and low about their intermediaries. Here 
the intermediaries are forced to accept the manufacturer's decisions and policies. Sometimes the 
relations between the manufacturer and the intermediary worsen and the manufacturer omits the 
intermediary and sells its products online. In some cases, the channel conflict is removed by 
merger of the intermediary into the manufacturer. (ibid) 

2.3.4.5. Compromising Strategy 

To adopt a compromising strategy, the manufacturer compromises with the intermediary. It 
means that the manufacturer shares the market and customer information and also the benefits 
generated via direct sales with the intermediaries while it launches online sales. The 
compromising strategy can be of two kinds: information sharing (sharing of information 
collected via online sales) and profit sharing (sharing of profits generated from online sales). 
(ibid)   
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2.3.5. Summary: 

The main question is that why the bad effects of channel conflicts must be minimized by 
distributing companies? Based on the literature reviewed, there are two types of conflict, useful 
and useless or harmful conflict. As the name implies, a useless conflict may damage a company's 
relations with other or its performance. There are several strategies that managers can adopt in 
order to minimize the bad effect of useless conflict, these strategies are: 1) Pricing 2) Web site 
strategy 3) channel conflict strategy matrix 4) end user/ channel segmentation 5) channel support 
6) Market penetration 7) Dual compensation 8) Functional compensation or discount 9) shared 
costs 10) compensation for market share 11) Rahim models  
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Chapter Three: Research Questions and Frame of Reference 
(summary) 
 

Here, the aim is defined in accordance with the challenges and from what has been reviewed; the 
queries are explained and discussed. At the end of the chapter, a conceptual frame of reference 
about the collected data is concluded. 

 3.1. Research Questions 

As mentioned in chapter two, Bucklin et al. (1997) is on the idea that with any change in a 
manufacturer's business strategy toward online selling, the relationship between him and any 
intermediaries can be affected.  

The integration of e-commerce and traditional marketing channels may lead to channel conflicts 
(Friedman and Furey 1999, Ward 2001). Such conflicts will occur when there is a competition 
between means of reaching customers or when the existing marketing channels are bypassed, as 
if it is not a new phenomenon to electronic commerce. (Balasubramian 1998, Stern and Ansary 
1992)  

Ghosh(1998) and Leda (1999) call such a conflict, Internet channel conflict which occurs when 
traditional channels compete against each other in a destructive way to sell to the same markets. 
To them, Conflicts are the results of the parties disagreement over substantive issues or when 
there is a friction between the parties due to emotional antagonism. With the occurrence of a 
conflict, the existing balance of power between the marketing channel members my break down, 
as a result of which the risk of lawsuits, trust destruction, financial loss and market shrinkage 
may raise. The intermediaries may fight the manufacturers when they are afraid of the negative 
effects of disintermediation.  

The main purpose of this thesis as stated in chapter one is: 

 

 
 

3.1.1. Channel Conflicts Recognition  

As explained, the general perception is that any conflict will hurt the firm's performance, but 
there are situations where such a conflict is useful for the betterment of the firm's relations with 
others. Such a conflict is called a useful or functional. We should expect a functional conflict 
when each member understands that its success will depend upon other members' contribution  

 

How could Distributor Managers Realize Channel Conflict and Measures be taken to 

Reduce the Negative Effects?  
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and help, when members push each other to improve their performance. Such an improvement in 
performance will encourage the members to quit their old assumptions and habits (Coughlan et 
al. 2006). 

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. After introducing an Internet to the traditional channel, companies` managers 
should realize channel conflicts for management or confrontation. Research question one seeks 
to describe is how managers can recognize channel conflicts.  

 

 

 

 

3.1.2. Measures to Reduce the Negative Effects of Channel Conflict 

The second query seeks to explore what is done in order to minimize the negative effects of 
channel conflicts.  

 

 

 
3.2. Frame of References (Summary) 

The frame of reference presented in this chapter is based on theories presented in chapter 2 and 
the queries and important concepts are defined. 

3.2.1. Forms of Channel Conflict  

Conflict is defined as “a situation in which one member of the channel perceives another one 
who engages in behavior designed to injure, thwart, or gain resources at its expense”. (Taylor 
and Jackson 2000) 

According to Coughlan et al. (2006), there are three forms of channel conflicts: latent (when 
there is a contention but the firm is not aware of that), perceived (when a member feels some sort 
of opposition in interest, perception and intention with other members) and functional (when it is 
useful for the organizations).  

 

RQ.2 

What measures must be taken to reduce negative effects of channel conflict? 

 

RQ.1 

How Distributor Managers Recognize Channel Conflict? (Conflict between Traditional 
and Internet Channels) 
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Coughan et al. (2006), believe that when the channel members enter their personal emotions 
(such as hostility, frustration, anger, anxiety and tension)  into the channel, a sense of so-called 
felt conflict or affective conflict is experienced. At this level of conflict the members try to make 
their differences personalized. They forget their economic benefits and a sense of antagonism 
rises between the channel members. This situation continues until the managers forget to make 
economically sensible choices and instead, try to punish the other channel members at the 
expense of destroying their organization. In case the felt conflict, is not controlled, it may change 
to a manifest conflict, where the channel members even try to withdraw their support from other 
members and in worst cases, they may even sabotage the other members to take revenge. 

Table 3-1 Definition of Types of channel conflict (Bengtsson 2007, p. 20)  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

3.2.2. Measures to reduce the Negative Effects of Channel Conflicts 

The second query refers to what measures should be taken to minimize the negative effects of 
channel conflict, after introducing the new Internet based marketing channel. The theoretical 
review states that channel conflict can be managed in different ways. 

 

 

Concept                            Conceptual Definition                           Operational Definition 

Latent conflict       Exists when the conditions are right           Description/assessment of how 

                               for contention and the organization             latent conflict exists 

                               is unaware of  

Functional              Conflict that forces the channel                  Description/assessment of how 

Conflict                  members improve their                               functional conflict exists 

                               performance                                              

Perceived               Occurs when a                                             Description/assessment of how 

Conflict                  channel member senses                               perceived conflict exists 

                               opposition of some sort                           

Affective/felt         Conflict with negative                                Description/assessment of how  

Conflict                  emotions                                                    affective conflict exists 

Manifest                 Channel members try to prevent               Description/assessment of how  

Conflict                  others from achieving aims present.          manifest conflict exists   
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Strategies must be developed for the integration of a company's traditional and Internet channels 
in order to avoid channel conflict of any sort. (Webb 2002) Sometimes, adoption of special 
policies will help a company address the conflict before its creation (Coughlan et al. 2006). 

These policies become institutionalized and include exchange-of-persons programs, cooperation 
etc. Companies can also appeal to super-ordinate goals to try and get the channel members to 
strive towards the same goals. Differing 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 approach and strategies are summarized in table 3-2. 
(Bengtsson 2007) 

Table 3-2 Definitions of Approaches towards Channel Conflict and how they will be 
Measured, (developed by Bengtsson 2007, p. 22) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Concept                            conceptual definition                              operational definition 

Institutionalized    conflict preventing/reducing                 description of how and to what 
Approaches           policies that become institutionalized   extent institutionalized approaches             
                              and taken for granted.                           have been used by the respondent. 
 
Super-ordinate      Channel members agree on goals          Description of how and to what 
Goals                     they will jointly try to achieve.             extent the appeal to super-ordinate 
                                                                                             goals has been used by the 
                                                                                             respondent. 
 
Pricing                   Pricing strategies used to minimize      description of how and to what     
                               Channel conflict.                                  extent pricing strategies have been 
                                                                                             used by the respondent. 
 
Communication/    Approaches used to improve                Description of how and to what  
Negotiations          communication between channel         extent communication and  
                               members.                                              negotiation has been used by the  
                                                                                             respondent. 
 
Product/Brand       Strategies used to diversify                   Description of how and to what  
Name                     products in different channels.              extent product and brand name 
                                                                                             strategies has been used by the  
                                                                                             respondent. 
 
Economic              Compensation approaches used to        Description of how and to what 
Incentives              settle a dispute.                                      extent economic incentives have 
                                                                                             been used by the respondent. 
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As shown in chapter 2, Coughlan et al. (2006) has developed a table of eleven ways for B2B 
companies to reduce  the conflict an Internet based marketing channel might bring. These are 
presented below including their strategies.  

Table 3-3 Eleven Ways to Minimize E-Commerce Conflicts and Bengtsson (2007) 
Strategies.  

Coughlan et al. (2006, p. 261) 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

Chapter Three: Reasearch Questions and Frame of Reference 

                                            Measures                                                                Concepts 
1) Do not offer a lower price on the supplier`s website than the                  pricing 

 customer can find from channel members.  

2) Divert the fulfillment of website orders to channel partners.         Economic incentive 

3) Provide information on products and services but do not take      Product (availability) 

 orders. 

4) Use the supplier`s website to promote channel partners.               Super-ordinate goals 

5) Encourage channel partners to advertise on the supplier`s            Super-ordinate goals 

 website. 

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

 particularly interest the online customer rather than the full line. 

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                 Product    

 therefore less likely to cannibalize partner efforts. 

9) Communicate the firm`s distribution strategy, internally and           Communication 

externally so that constituents can see the role the website is                     /     

 expected to play.                                                                                Negotiations 

10)  Work to coordinate the elements of the distribution strategy 

 (which is made easier by following suggestion no.9). This              Institutionalized 

includes such steps as paying overrides, creating rules of                    approaches 

engagement, and assigning roles and responsibilities. 

11) Appeal to super-ordinate goals, such as doing the best possible    Super-ordinate goals      

 job of meeting customers` needs.                                                        
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3.3. Conceptualized frame of reference 

Figure 3-1 Frame of reference                                                                                                                                                                                                                                                                                                                                                                                         

                  Flow of goods                                                                                 

                                                                                                                                                                                        

                                                  

                                                                     

                                                                   

 

 

 

 

 

 

 

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                     

 

 

 

 

Forms of conflict                                                                           ways to reduce conflict 

Latent conflict                                                                               Negotiations/Communication 
Functional conflict                                                                           Institutionalized approaches 
Perceived conflict                                                                            Economic incentives 
Felt/affective conflict                                                                       Product/Brand name 
Manifest conflict                                                                              Super-ordinate goals 
                                                                                                         Pricing 
 
Figure 3-1 Graphic presentation which elucidates a frame of reference 

 

Traditional marketing                      
           channel 

Internet marketing 
        channel 

Manufacturer 

Indirect Direct 
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Chapter Four: Methodology 
 

The methodology was deducted from the collected data, presented here (fig 4-1) which follows a 
series of steps: 1) Research purpose; 2) Research approach; 3) Research strategy; 4) Sample 
selection; 5) Data collection; 6) Data analysis.  The standard of validity and reliability is also 
observed. 

 

 

 

 

 

 

Figure 4-1 Schematic Presentation of the Methodology 

Source: (Foster 1998, p. 81) 

4.1. Purpose of Research 

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 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 problem. (ibid) 

 

 

 

Research 
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Research   
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    Data    
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The main goal of casual research is to identify cause-and-effect relationships between variables. 
(Zikmund 1994) Exploratory and Descriptive research normally precedes cause-and-effect 
relationship studies. Casual 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: 

 

 

 

Here, a descriptive research approach was selected.  The descriptive data was analyzed through 
detailed interviews.  

4.2. Research Approach  

Social science is generally divided into two main types: qualitative and quantitative. (Frankfort-
Nachmias and Nachmiaset 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 emphasis on 
methodology, procedure and statistical measures of validity. (ibid) 

The qualitative approach was selected since the collected data was inadequate and for more 
insight. 

4.3. Research strategy 

But how do we use this strategy?  According to Yin (2003) there are five other ways which 
include: 1) experiments 2) surveys 3) histories 4) the analysis of archival information and 5) case 
studies.  

 

 

 

 

 

 

 

 

How could distributor managers recognize channel conflict and what measures 

must be taken to reduce negative effects?  
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Table 4-1 Relevant Situations for Different Research Strategies 

(Yin 2003, p .5) 

(*) Case study covers both ‘Needs for Behavioral Control’ and ‘Contemporary Focus’. 

 

4.3.1. Sample selection 

When the suitable sources of evidences have been appointed, it is important to find applicable 
and manageable samples to collect empirical information. (Saunders et al. 2000) Sampling 
techniques provide a range of methods that enables one to decrease the amount of gathered 
information, by considering information only from a sub-group rather than all possible cases or 
elements. There are two types of sampling techniques: 1) Probability or representative sampling 
2) Non-probability or judgmental sampling. (ibid) 

The probability sampling is a process in which cases are selected by random, and all cases have 
the same chance of being selected. The non-probability sampling method basically allows a 
researcher to select unites that seem to be the best answer to research questions. (ibid) 

The selected companies on food products are located in Iran; companies which use e-commerce 
for sales and marketing in Iran are rare.  For this reason, non-probability sampling was chosen.   
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There are three common methods for sampling in qualitative research: purposive, quota, and 
snowball sampling. 
1. Purposive sampling: A typical sampling strategies where the participants are selected relative 
to the criteria. Sample sizes are not fixed before data collection. Purposive sample size uses the 
theoretical saturation where there is no new insight to the research question. 
2. Quota sampling: It is sometimes considered a type of purposive sampling. In this sampling 
method the researcher decides the size and characteristics of samples during design. 
3. Snowball sampling: the snowball or chain referral sampling is sometimes considered as a type 
of purposive sampling used to identify population samples; in this method, participants guide the 
researcher to other people who could potentially participate in or participate to the study. It is 
also used to find hidden people which are not accessible through other sampling strategies (ibid). 
 
Here, the sample selection was Snowball sampling used to clarify the size of the sample 
theoretical saturation. 
 

4.3.2.   Data Collection Method 

For this, chosen companies had multichannel marketing, targeting and costumers for their 
Internet marketing channel. From collected data i.e. focused interviews, six sources of evidence 
were used for case studies: 1) documentation 2) archival records 3) interviews 4) direct 
observations 5) participant observation and 6) physical artifacts. (Yin 2003) 

The reasons for this decision are: 1) the interviews are led two-way conversations, where the 
interviewer asks respondent questions in a fluid way rather than rigid way; and 2) the interviews 
are a flexible way of gathering data, which focus directly on the topic of case studies. (Yin 2003) 

Yin (2003) indicated three types of interviews and defined them as: 1) open-ended 2) focused 
and 3) structured. In a focused interview, respondent is interviewed for a very short period of 
time, and is asked a specific set of questions raised from the case study protocol.  

The type of interview carried out is focused. The conducted interviews are face-to-face and in-
depth; the study was performed in Iran.  The interviewers were aware of the aims.  
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4.3.4.  Data Analysis  
 

After introducing the cases, a within-case analysis was carried out. Every case was created and 
compared to the frame of reference made in chapter 3, to find 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 create cross-case synthesis. 
(Zikmund 1994) 

Although there were no clear guidelines, every case study should start with a general analytic 
strategy and there are in general three strategies: 

• Relying on theoretical propositions is the most common and used one. The result is the 
collection of data based on research questions taken from previous studies. When using 
this strategy the findings of the study will be compared to previous studies. 

• Thinking about rival explanations tries to define and test rival explanations and can be 
related to the first strategy, in that the original theoretical propositions might have 
included rival hypotheses. It is relevant even in the absence of such theoretical 
propositions and is especially useful in doing case study evaluations. 

• Developing a case description can be used as a strategy as well, but this is less 
favourable and it should only be used when little previous research has been done. (Yin 
2003)  

•  
A researcher can analyze data in two analytic ways, namely within-case analysis and cross-case 
analysis. Within-case analysis means that the collected data from the case study is compared 
with existing theories and a cross-case analysis is appropriate if data are collected from more 
than one case. In the cross-case analysis data are not only compared to theory, but also to the 
data from the other cases. (Eriksson and Wiedersheim-Paul 1999) 
 
The general analytical strategy decided upon for this case study is the one where we relied on 
theoretical propositions. This strategy is appropriate since the research questions are taken from 
previous theory and also as the aim is to compare the empirical data against the results in 
existing theories. Due to the fact that data has been collected from two different companies, 
within-case analysis together with a cross-case analysis were the most suitable to use in this 
study. The three strategies described by Yin (2003) are the basis for the data analysis. Data are 
reduced for the research questions in a within-case analysis. In the within-case analysis empirical 
findings are compared to the conceptualized theories. The cross-case analysis additionally 
reduces and displays data. The different findings are compared to each other in the cross-case 
analysis. In the final chapter, a contribution to conclusion drawing and verification is provided. 
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4.4.  Validity  and reliability 

The quality of a study is judged based on its validity and reliability. There are four tests in which 
a study is examined that include 1) construct validity 2) internal validity 3) external validity and 
4) reliability. The internal validity is only used in explanatory and casual studies. (Yin 2003) 

Table 4-2 Case Study Tactics for Four Design Tests (Yin 2003, p. 34) 

 

 

 

  
4.4.1. Validity 

Validity is concerned with the question: “Am I measuring what I intend to measure?” (Frankfort-
Nachmias and Nachmiaset 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. (Yin 2003) 
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To increase the validity of our research, prior interview, our supervisor studied the interview 
guide to make sure the questions were clear. The aims were then explained to the interviewee for 
their preparedness. Their responses were noted and the data were sent back to the respondent to 
prevent any risks of misinterpretations. A matching pattern was used during our analysis to 
increase validity; within-case analysis and cross-case analysis. Finally, the open-ended questions 
are the interviewees own words.  We have tried to avoid interferences. 

 

4.4.2. Reliability 

Reliability is of central concern to social scientists because the measuring instruments they 
employ are rarely completely valid. (Frankfort-Nachmias and Nachmiaset 1996) In many cases, 
evidence of validity is almost entirely lacking; instead the researcher has to evaluate the 
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) 

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) 

The reliability proves that the operations of a study as the data collection procedures can be 
repeated with the same results. In order to increase the reliability, there are two important things 
include: 1) the use of the case study protocol and 2) the development of a case study database 
(Yin 2003).  

To increase the reliability, the respondents selected the most appropriate timing for participants’ 
reliance. The interviews were carried out in a relaxed environment, unstressed.  During the 
interview a recorder was used in confirmation; notes were also taken for further reliability. The 
notes and records from were kept to develop a case-study database and misinterpretation risks. 

4.5. Summary   

 

Figure 4-2 indicates the structure of the methodology briefed. 
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Figure 4-2 Structure of methodology (Zhang and Tang 2006, p. 34) 
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Chapter Five: Empirical Research 
In this chapter the empirical data based on the interviews are presented. The two cases all include 
a company`s history, a description of their Internet marketing channel and its functions followed 
by findings regarding channel conflict and its management.  

5.1 Case 1: Chika Company (Iran - Isfahan)  

The interview was carried out on Feb. 24th, 2011 at Chika Company with the presence of: Mr. 
Babaee (Secretary of Iran Gates’ E-Commerce Committee; acts as e-commerce contractor of 
Chika Co.), Ms. Saffari (E-Commerce Manager of Chika Co.), Mr Javadi (salesman), Mr Akbary 
(salesman) and Mr fattahi (sales man).  Full text of the interviews is presented in appendix 2. 

5.1.1 Company’s History 

Under the title ‘Golchin’, the company was established in 1993.  In 1999, the company was 
renamed “Chika” for brands and business purposes, after that it was chosen as the group’s name.  
By the year 2000, the company manufactured its first product and Chika group established itself 
in Isfahan under the title ‘Chika Sepahan’. 

Chika began manufactures of frozen and cold food.  In 2004, ‘Chika’ signed a contract with 
Swiss Company ‘Alopac’ as to extend its range of products internationally. The packages were 
packed and exported according to international standards. Also, the production capacity which 
was 15,000,000 packs a year once and comprised of 60 types of food, in 2008 and by the 
establishment of the biggest food complex in the Middle East this capacity rose to over 
180,000,000 packs a year and was renamed once again to ‘Chika International Food Industries 
Complex’. At present, the company holds the second vast food product complex globally and 
within five years, Chika is now able to export 60% of its products to over 28 countries in the 
world.  

5.1.2 Company’s Distribution Channel System 

Chika has numerous agents in both Tehran and Isfahan. The company has also active agents in 
England and Germany for international purposes; their tasks include providing retailers and 
wholesalers Chika products.  

The company in addition offers online services to domestic and foreign customers. This way, it 
can reach the end customers and other traders in locations where it does not have formal, 
authorized agents. Besides using the traditional and online methods of marketing, Chika has also 
active marketers. These marketers take orders and use Internet or personal profiles to refer the 
orders to the company. 
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 The company has also multi-lingual online web pages to offer its diverse products. 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 5.1 Chika marketing channel structure                                            Flow of goods 
                                                                                                                       Flow of money 
                                                                                                                       Flow of information 
 

5.1.3 Company’s Internet Channel of Distribution  

With the collaboration of Iran Gates Co., Chika was able to launch its initial website 
(www.chikafood.com) in 2009. The preliminary information available on the site was about the 
history, manufactures and how to contact the company.  Only recently (9 months ago) the 
company was able to launch its online store website at www.shop.chikafood.us, the name of the 
store is ‘Chika e-shop’; the first e-restaurant of the kind in Iran. The aim of the company was to 
alter the structure of service and goods distribution and to reduce its reliance on conventional 
distribution channels in Iran or international markets.  
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In Iran, customers can order online, the order is later mailed or brought to doorsteps free of 
charge. In order to be innovative, Chika established warehouses in post office vicinities. This 
way both delivery cost and time are saved. To hold a decisive currency transfer system, the 
company has employed two ways:  

1. To collect the money at the time of delivery at the customers’ doorstep.  
2. To collect money online. 

Retailers can order directly via Chika’s agents, later delivered to their addresses. However, 
where there are no Chika agents, the retailers can place orders through Internet and the company 
will send their order to their addresses at the same cost. 

 

 

Figure 5.2 Chika Company website, www.chikafood.com 
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5.2 Case Study 2: Etka Chain Stores (Tehran - Iran) 

The interview was carried out in March 3rd, 2011 at Etka Chain Stores with the presence of: Mr. 
Sadeghi (Etka E-Commerce Manager), Ms. Hosseini (saleslady), Mr. Javahery (salesman), Mr. 
Hosseini (salesman) and Mr. Afif (salesman) at Etka Compnay in March 3rd, 2011.  Full text of 
the interviews is presented in appendix 3.  

 

5.2.1 Company`s History 

In 1956, Etka Chain Stores were established for economic boosts and to provide customer 
services internally. By 2007, in order to optimize manufactures and increase sell capacity, the 
company was renovated and reestablished, this time entitled ‘Etka Chain Stores Company’. 
Presently, the store has over 440 centers throughout Iran.  There are two brands which are only 
produced and sold at Etka Chain Stores: ‘Bani’ dairy products and “Etka” products 
manufactures.   

Etka has four plants throughout Iran:  

1. Abbas Abad Food Processing and Tinning Company: established in 1979, situated in 
southeast Tehran.  

2. Gha’em Shahr Food Canning Company: established in 1941, produces canned meat and 
non-meat products, preserves and pickles. 

3. Packaging Industries and Metal Products 
4. Abadan Milk Plant: situated in Khouzestan, producer of dairy products under the title of 

‘Bani’.    

5.2.2 Company`s Distribution System 

Etka products are only available in its chain stores throughout Iran. These chain stores also sell 
other products from other producers. These products are supplied based on contracts and 
agreements between Etka and other producers. The chain stores have a commerce manager; 
through commerce managers, each store orders via fax to Etka Head Office in Tehran for Etka 
products. Inside Etka Administrative Complex there are warehouses for canned products and 
dried nuts and fruits. The warehouses deliver the produced to Etka chain stores by trucks. Other 
Etka produced are sent directly from plants.  Etka also provides online services to customers in 
Tehran and Karaj (suburb).  
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                                                                                                                         Flow of information 
    Figure 5.3 Etka Marketing Channel Structure                                          Flow of goods 
                                                                                                                         Flow of currency 
 

5.2.3 Company`s Internet Marketing Channel 

Etka website (www.etkastores.ir) was first launched in 2010. The preliminary information 
available on the site was about products, its agents and how to contact the company.  From the 
beginning of the year 2011 (previous seven months), the chain store set up online sells: high 
demand in Karaj and 100 types of products in access. Currently, the store can supply 400 types 
of products despite high demand; orders in Tehran are delivered. Orders from Iran outside the 
capital can also be delivered although no such cases have been seen so far. To place online order, 
the customer should first determine his/her location prior orders. Orders are then transferred to 
store in the vicinity of the orderer. The orders are then sent to the customer by a delivery man or 
a cab free of charge. The cost of the goods sent can be paid in two ways: 

1. At the time of the delivery in cash, 
2. Online payment 
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Figure 5.4 Etka Chain Store websites: www.Etkastores.ir 
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Chapter Six: Analysis  
In this chapter the collected empirical data is compared and analyzed with the established frame 
of reference in chapter 3. The analysis is conducted in two ways: a) every case is analyzed 
separately and b) cross-case analysis in which two cases are compared with the frame of 
reference. 

6.1 Within Case Analysis: Chika Company 

In this section the empirical evidence collected and described for the first case ‘Chika Company’ 
is analyzed based on the frame of reference in chapter 3. 

According to Kotler and Keller (2006), “multichannel conflict occurs when the manufacturer has 
established two or more channels that sell to the same market.” This was the case with ‘Chika’ in 
the form of perceived conflict. According to Coughlan et al (2006), “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.” 

Table 6.1 Analysis of Chika – forms of channel conflict 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

    Concept                            Conceptual Definition                                        Findings 

Latent conflict             Exists when the conditions are right                           

                                     for contention but the organization                             Not found 

                                     is unaware of it.  

Functional conflict       Conflict that drives the channel              

                                     members to improve their                                            Not found 

                                     performance.                                              

Perceived conflict        Perceived conflict occurs when a             The Internet related channel conflict 

                                     channel member senses that                      is in this state.                    

                                     oppositions of some sort exists              

Affective/felt conflict  Perceived conflict with negative                                  Not found 

                                     emotions.                                                 

Manifest conflict          Channel members try to prevent           

                                     other from achieving aims.                                         Not found 
 

                                     Perceived conflict occurs when a             Internet related channel conflict 

Perceived conflict        channel member senses that                      in this state.                    

                                     oppositions of some sort exists              
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Miles and Huberman cited in (Marvasti 2004) have defined three main stages for qualitative data 
analysis: 
IV. Data reduction: "Data reduction refers to the process of selecting, focusing, simplifying, 
abstracting, and transforming the data that appear in written up field notes or transcriptions." 
V. Data display: data display is defined as textual representation of data to select segments which 
can more illustrate the concept under study. 
VI. Conclusions and Verification: The last step in analysis activity is conclusion drawing and 
verification. 
 
The collected data is for further explanation of the coding system. 
 
Table 6.2: Explanation of Coding System 
 
 
 
 
 
 
 
 
The sign (+) indicates that the theory supports the collected data from Chika, the sign (-) 
indicates that the theory does not support the collected data and finally the sign (+/-) implies that 
the theory has been partially supports the collected data. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

        +                                    Supports the theory 
 
         _                                   Doesn’t Support the theory 
 
      -/+                                  Partially Supports the theory 
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Table 6.3: Coded data based on research theory: 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
1. Culture 

As you can see in the interviews above, all the interviewees believed that culture has a direct 
influence on creating a conflict between the conventional ways of selling and online selling. So 
long as the customers cannot trust online ways of shopping and are unaware of the benefits of 
shopping online, the amount of online shopping sales would remain low compared to 
conventional ways of shopping. To reduce this conflict, the interviewees have suggested the 
followings: 

1. Weblog similar to conventional stores’ setting where the goods and their specifications 
can be viewed      

2. To create trust in cyberspace  
3. Publicity 
4. To provide easy access to Internet in Iran  
5. To inform people of easy methods of online shopping 

 
 
 

               No.               1        2       3        4        5 
Theories 
Culture                                    +            +          +            +             + 

Time                                         +            +         +/-         +/-           + 

Trust                                         +           +          _            +             + 

Internet knowledge              +            +           +            +             _ 

National coding                      _           +           _         +/ -           _ 

System  

The number of goods         +            +            +            +             _ 

offer on Internet    

Dissatisfaction of                    +           +           +          +             _ 

salesmen 

Competition between           +          +             _            _            _ 

 channels 
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Table 6.4: The sign “” means mentioned by interviewees and sign “x” means not been 
mentioned by them. 
 

 

2. Time 

Interviewees 2, 1, and 5 expressed that time have a role in creating crisis. But No. 3 and 4 
believe time has a low impact in creating crisis because in the case of food products time is more 
critical. The solutions offered by the interviewees are as follows:          

1. Separation of departments that deal with orders and delivery in conventional and online 
sells  

2. Establishing warehouses near post office 
3. Announcing the time required for the order to be delivered prior delivery 
4. Proper management  

Table 6.5: The sign “” means mentioned by interviewees and sign “x” means not been 
mentioned by them. 
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3. Trust  

Except for interviewee No. 3 (who believed trust has no effect on creating conflicts) all others 
believe the issue of trust completely affects conflicts. Per mentioned, electronic payment 
mistrusts and the concern about the probability that the selected product may not be the same 
delivered are among issues which are the cause of conflict. Here are some presented solutions:  

1. Publicity  
2. Governmental and semi-governmental incentives  
3. Create a safe cyberspace and assurance about its being and remaining safe  
4. Obtain the verification symbol or signature from the site of: http://ecne.ir 
5. Launch the payment-at-the-door-of-the- customer systems  

 
 
Table 6.6: The sign “” means has been mentioned by interviewees and sign “x” means it has 
not been mentioned by them. 
 

 

 
4. Internet Knowledge of the Customers 

 

All the interviewees (except No. 5) believed that since Etka online shopping is targeted for those 
who are familiar with Internet, there would hardly be any problems. According to them being 
familiar with Internet has direct effect on creating conflicts since if a customer is unfamiliar with 
Internet and thereof online shopping, he/she would fail and feel stressed. Some factors to ease 
the conflict are as follows:  

1. Free of charge education for people through the media or through the website themselves. 

 

 

http://ecne.ir/
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2. Simplifying the process of online shopping and using pictures or animations to teach the 
steps of online shopping. 
 

Table 6.7: The sign “” means mentioned by interviewees and sign “x” means not been 
mentioned by them. 
 

 

 
5. National Coding System  

Interviewees 3, 1, and 5 believed the National Coding System has no impact on creating 
conflicts, No. 2 believes that it has a direct effect on conflict creation and finally, No 4 believed 
that National Coding System has meager effect on conflict creation. The suggested solution is: 
The National Coding System for goods should be in the hands of the government 

   
6. The number of goods offer on Internet  

Interviewees 1, 2, 3 and 4 believed that varieties mean more customer attraction and more sales. 
Therefore, it does not have a positive impact in conflict creation. No. 5 believed that when 
online, varieties will not affect the level of sales. Nevertheless, in order to minimize conflicts, the 
followings were suggested:  

1. To offer more new varieties online than conventionally presented goods 
2. To provide more information online about available goods  
3. Supervision over the available products in the store or shelves  
4. Similarities between provision of online-sales products and conventional sales product   

Table 6.8: The sign “” means mentioned by interviewees and sign “x” means it has not 
mentioned by them. 
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7. Dissatisfaction of the Salesmen 

In respect to the issue of salesmen dissatisfactions, only interviewee No. 5 believed that it has no 
impact on conflict creation because online purchasing department at Chika is different from the 
conventional way.  Yet, interviewees No. 1, 2, 3, and 4 thought this dissatisfaction completely 
affective since it affects the amount of sale. The recommended solutions are as follows:  

1. Redefine the organizational tasks and reform the processes after online is added to the 
conventional way of selling products.  

2. Create a competitive environment and use conventional incentives for the conventional 
way.  

3. Employ sociable staffs who are experienced and highly motivated  
4. Integrate electronic selling process (less involvement of human workforce)  
5. Separate online purchase from the conventional way 

Table 6.9: The sign “” means mentioned by interviewees and sign “x” means it has not been 
mentioned by them. 
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8. Competition between channels 

From the interviews, it can be inferred that interviewees 1 and 2 believed the competition 
between the conventional and online provokes conflict since they were both in support of online 
purchasing. Other interviewees believed the competition between the two ways had no impact on 
conflict creation.   

In order to mitigate conflicts the followings were suggested:   

9. Creation of organizational culture and customer-first culture 
10. Guide the employees toward the main objective of the company  
11. Separation of the offered goods in either way of selling  
12. Differentiate the in-selling incentive systems  

 
Table 6.10: The sign “” means that it has been mentioned by interviewees and sign “x” 
means it has not been mentioned by them. 
 
 

 

 

6.2 Within-Case Analysis: Etka Company 

In this section, Etka Company is compared with the frame of reference.  

Etka perceived challenges between on-line sells and conventional. According to the frame of 
reference, conflict can be considered as a state in which a channel member senses that 
oppositions of some sort exists; oppositions of viewpoints, of intentions. Here, the perceived 
conflict is cognitive and notation of contention. 
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Table 6.11: Etka Analysis - Forms of channel conflict 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
Table 6.12: Explanation of coding 
 
 
 
 
 
 
 
 
The sign (+) indicates that the theory is supported by the collected data from Chika, the sign (-) 
indicates that the theory is not supported by the data collected and finally the sign (+/-) implies 
that the theory has been partially supported by the collected data. 
 
 
 
 
 
 

        +                                    Supports the theory 
 
         _                                   Does not Support the theory 
 
      -/+                                  Partially Supports the theory 

Concept                            Conceptual Definition                                            Findings 

Latent conflict             Exists when the conditions are right                           

                                     for contention but the organization                             Not found 

                                     is unaware of.  

Functional conflict       Conflict that drives the channel              

                                     members to improve their                                            Not found 

                                     performance.                                              

Perceived conflict        Perceived conflict occurs when a             The Internet related channel conflict 

                                     channel member senses that                      is in this state.                    

                                     oppositions of some sort exists              

Affective/felt conflict  Perceived conflict with negative                                  Not found 

                                     emotions.                                                 

Manifest conflict          Channel members try to block the           

                                     other from achieving its goals.                                      Not found 
 

                                     Perceived conflict occurs when a             The Internet related channel conflict 

Perceived conflict        channel member senses that                      is in this state.                    

                                     oppositions of some sort exists              
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Table 6.13: Coded data based on research theory: 
 

                                         

 
 

1. Culture 

Except for interviewee 2, others believed that the absence of Internet Culture can have a negative 
impact on online shopping and makes customers resort to conventional. The interviewee 2 
believed that so long as the basic issues such as e-commerce is not properly dealt with, we will 
always face challenges. For this, the recommended solutions are:  

1. Different publicity and promotional activities   

2. Offer discounts for online shoppers  

3. Offer supplemental information   

4. Create environment of trust for customers  

5. Offer free of charge tutorials to the customers  
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6. Create online setting similar to conventional settings for purchases 

Table 6.14: The sign “” means mentioned by interviewees and sign “x” means has not been 
mentioned by them. 
 

 

 

2. Time   

Except for interviewees 2 and 5, all others believed that the time taken for the orders to be 
delivered to the customer has a direct impact on the intentions of the customers to prefer online 
shopping because to them the time of delivery is priority.  Interviewee 2 however, believed that 
time is not a critical issue since whoever provides services also assigns the time and manner of 
delivery. Though, the customer reaction must be considered. The interviewee 5 expressed that 
since Etka’s products are raw; time of delivery is not an issue. Some solutions are as follows:  

1. Shorten the time of delivery  

2. Establish quick delivery service     

3. Declare the time of delivery to customer (phone or on web) while placing order  

4. Increase varieties of products online  
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Table 6.15: The sign “” means mentioned by interviewees and sign “x” means not mentioned 
by them. 
 

 

 

3. Trust    

It is confirmed by all interviews that trust directly affects online sales.  Factors which cause 
customers mistrust on online services in Iran are:  (a) slow speed of Internet (b) lack of logos 
verification or signatures on websites for online shopping. It is believed that these can be solved 
by:  

1. To inform the public of bank benefits    

2. Providing Internet services with higher and more proper speed  

3. To create trust via web by service providers  

4. Good publicity and proper services  

5. Certainty of delivery after payment for goods (currently being established) 

6. Feasibility of online orders and payment at customer doorstep 
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Table 6.16: The sign “” means mentioned by interviewees and sign “x” means not been 
mentioned by them 

 

 

 
4. Internet knowledge of the customers 

According to interviewees, Internet qualifications facilitate online shopping.  (*) Not all the 
people have proper education of using Internet in Iran (some are not even educated). It is 
recommended that:   

1. Facilitate online shopping process 

2. Add ‘Guidance’ to the website and educate the process of online shopping through the use of 
pictures and animations 

3. Use media to educate public about online shopping 

4. Acclaim public to online shopping and grant prizes and incentives 
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Table 6.17: The sign “” means mentioned by interviewees and sign “x” means not been 
mentioned by them. 
 

 

 
5. National Coding System  

Interviewee 2 and 3 believed that a national coding system on products can increase customer’s 
trust. According to them, it also contributes to online shopping and reduces challenges.  
Interviewee 5 however, believed that the national coding system on products can assist 
customers but does not decrease sales. The rest of the interviewees believed such a coding 
system does not have any impact on online shopping.      

6. The number of goods offer on Internet  

As clearly stated, a widely diversified range of products offered online can have a positive 
impact on acclaiming the public to use online shopping. In the conventional way, time limits 
prevented customers selectivity in their choice of shopping. Therefore, through diversity online 
shopping is also boosted.  It is recommended that:  

1. The ability to make proper choice online for customers;  

2. Easy access to Internet and introduce a reliable way of product presentation; 

3. Good warehouse management  

4. Present diversified range of products online in comparison with the conventional ways    
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Table 6.18: The sign “” means that it has been mentioned by interviewees and sign “x” 
means it has not been mentioned by them. 
 

 

 

7. Salesmen Dissatisfaction 

From above mentioned, the issue of salesmen dissatisfaction has a direct impact on online sales 
since employing old members in a conventional way and without proper training is problematic. 
Suggested solutions include:  

1.  Establish a new department and delegate responsibilities to new work force 

2.  Employ well-trained staffs 

3.  Avoid employing old members  

4.  Obviate sources of complaints   

5.  Inform the staffs of how online services can mitigate working severity 

6.  Apply accurate methods and good management in sales 

7. Separate the conventional form of sales department from the new online form and employ new 
well-trained staffs   
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Table 6.19: The sign “” means mentioned by interviewees and sign “x” means not been 
mentioned by them. 
 

8. Salesmen Dissatisfaction 

 

 

9. Competition between channels 

According to interviewee 3, competition has negative effect on online sale since it involves 
challenging retailers which would mean they would in turn try to resist this i.e. challenge 
between online and retail. Interviewee 4 on the other hand, believed that creating competition 
would contribute to the production of good quality. He added that the more competition created, 
the higher the quality of goods. All others believed creating competition between the 
conventional ways and online sales would have no negative impact on online sales. The solution 
offered:   

1. Transfer the benefits of online sales to retailers  
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6.3 Cross Case Analysis:    

Table 6.20: Cross-case analysis findings 

             

According to tables 6-3 and 6-13, the following table compares types of conflicts in companies 
on the basis of executed research.  The conclusion was drawn from observations as indicated in 
table 6.21. 

Table 6.21: The Comparison of Various Conflicts between two companies 
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The table clearly indicates that these two companies use two channels of distribution. To 
implement the research, we selected eight candidates and probed them. The conclusion was 
drawn and provided in the above table. As seen, all candidates responded nearly as similar. They 
expressed issues such as culture, time, trust, Internet knowledge, diversity of online offered 
goods and the dissatisfaction of salesmen can all create conflicts. Nonetheless, all the 
interviewees in both companies were in the belief that the national coding system for goods and 
competition between the channels of sales do not create challenge or conflicts. 
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Chapter Seven: Conclusion and Implication for       
management 
 

In this chapter, final conclusion is discussed and stated based on the findings of the study. 

7.1 Conclusion 

Based on the research problem stated in chapter one, the purpose of this study is: 

How could distributer managers recognize channel conflict and what measures must be taken to 
reduce the impact of channel conflict?  

For this thesis, a descriptive and a qualitative approach were selected because the accessed data 
were inadequate.  Also, we were convinced that a quantitative approach will provide more 
insight to the problem. Since control over behavior is restrictive and since we are concentrating 
on contemporary, case studies were also carried out. The sample considered here is of non-
probability type. We were only allowed once to carry out the two samples because companies 
which use e-commerce for sales and marketing are scarce. 

 In order to collect the required data, focused interviews was implemented and used as a main 
method. Therefore, face-to-face and in-depth interviews were executed in Iran, i.e. where the 
study was performed. The collected data were then analyzed to determine within-case analysis 
and cross-case analysis. The findings were then compared for cross-case analysis. 

The two selected companies were Chika Company (Isfahan) and Etka Chain Stores Company 
(Tehran). Both companies use different distribution channels in Iran; Chika also exports its 
products. 

The two companies had applied two various online strategies. As an example, Chika Company 
uses online selling and mail for the delivery of ordered goods which is free of charge. The 
payment is made online or by cash once delivered. 
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 The purpose of online strategy used by Etka is accessibility of products to customers in Tehran 
and Karaj (suburb) and orders via Internet.  The customers are able to benefit from variations i.e.  
Four hundred types of diversity.  These goods will be then be delivered to customers from an 
Etka store in proximity of the customer.  The payment is either cashed at the time of delivery or 
by online. Often, customers are introduced with Etka manufactures online; they may then be 
pulled to the store which means higher sales. 

This way, even after the installation of online services, the company was able to keep its regular 
customers and sales capacity and prevent profit loss. Etka uses two brands of product; one brand 
for both online and direct and the other for the conventional way.  There are no changes of prices 
either ways.  

The two companies were successful in the use of both types of strategies. The function is a 
supplement to the conventional way of sales which has gained both customers and retailers 
satisfaction.  Either of these companies has its own significance or variations compared to other, 
the significance is that they were both successful. 

1. Culture 

As observed from table 6-13, all interviewees except one, are convinced that education is one of 
the important factors which can create conflicts in both channels of distribution in both 
companies. To solve the challenges, the following solutions were suggested: 

1. Create a web shopping environment similar to conventional  
2. Install reliable websites  
3. Publicity  
4. Government should provide more facilities so that the access to the Internet will be more 

widespread 
5. Inform the public of easier ways of shopping  
6. Offer discounts to online shoppers  
7. Constitute proper e-commerce foundation in Iran 

 
2. Time 

Other factor which can cause conflict and decrease online sales is “time”. As shown in the above 
table, all the interviewees believed time is conflictive. Their solutions were as follows:  

1. Separate departments which deal with orders into conventional and online sales 
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2. Establish warehouses near post office 
3. Proper management  
4. Reduce delivery time  
5. Establish quick delivery service    
6. Inform the customers of the time of delivery either by phone or at the time of online order  
7. Introduce product diversity 

 

3. Trust 

From Table 6-13, all interviewees but one was convinced that the issue of trust can be conflictive 
by online in both companies. The recommendations are:   

1. Governmental and semi-governmental incentives  
2. Install a reliable website  
3. Obtain logo or signature verification logo for online shopping on http://ecne.ir 
4. Inform the public of bank benefits  
5. Establish high-speed Internet  
6. Promotions and proper service renders 
7. Online orders with payment at the customer doorstep  

4. Internet knowledge 

According to table 6-13, except one, all others believed that Internet knowledge can create 
conflicts in online distribution for both companies because so long as individual is not 
knowledgeable, it would mean decrease of online shopping. The suggested solutions are: 

1. Offer free-of-charge information and education through the media or websites  
2. Simplify the shopping processes and use pictures and animations to educate how to shop 

online.  
3. Educate the public via the national media  
4. Online shopping boosts through prize grants for online shoppers 

5. National Coding System  

The government should implement National coding system. Practically half of the interviewees 
were in the belief that such a system is either conflictive or preventive of negative impacts. 
Others believe that national coding system cannot effect conflict creation. It is recommended that 
stating national coding system by the government is compulsory.  

 

 

 

 

http://ecne.ir/
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6. The number of goods offers on Internet  

Except for one, others were determined that diversity promotes online sale. Nonetheless, if 
varieties are promoted both online and by the conventional method, it would in parity and 
consequent in no conflict in either channel.  Therefore, it is suggested that:  

1. Select replacements for online presented products  
2. Ease the access to online  
3. Proper warehouse management  
4. More Diversity presented online and in a higher quantity  
5. Use the two channels to provide the same products in parity 

 

     7. Dissatisfaction of salesman 

According to table 6-1, all interviewees except 2 stated that if in the distribution channel of food 
products a new channel is introduced, it would mean staff dissatisfaction since it enforces hard 
labor and cause inefficiencies which eventually result in reduction of sales; this is a true sign of 
conflict. To solve the problem it is recommended to:   

1. Redefine the organizational duties and optimize the process after installation of software. 
2. Create a competitive environment to boost the conventional method.  
3. Recruit talented public relations in conventional channels      
4. Integrate online sale process (less involvement of human resource)  
5. Separate the conventional system from the online  
6. Use well-trained staffs 
7. Avoid employing old members 
8. Resolve the sources of dissatisfaction  
9. Inform the staffs about the benefits of online shopping   
10. Apply accurate methods and proper management  

 

     8. Competition between Channels 

Other than interviewee 3, the rest think that competition between the conventional system and 
online system are not conflictive.  To resolve these conflicts:  
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1. Educate customer-first services 
2. Guide the staffs toward the main objectives of the company  
3. Separate the manufactures of both channels  
4. Differentiate the incentive systems  

 
 

7.2  Implication for management  

Based on our research findings and the above concluded, we can deduct that:  
 

1. Culture: 
In order to obviate educational problematic for online shoppers, a website can be 
designed, similar to conventional environments to offer products online.  Also, proper 
publicity can enforce raise of knowledge among customers, even the uneducated ones. In 
doing so, the government has a very crucial role that should not be over- looked.  
   

2. Time: 
Time of delivery is a significant issue. If we fail to confront the issue, it will pose 
problem for online shoppers. To resolve the problem it is recommended that online 
delivery be done through postage; warehouses must be established in proximity. Also, the 
conventional system could be differentiated from online system in order to avoid waste of 
time. Another solution could be the establishment of a quick delivery service.  
   

3. Trust: 
Customer’s mistrust against the issue of websites is a preventive. One solution is to 
obtain online shops verification logo or signatures via the site http://ecne.ir.   In addition, 
government-provided incentives can be very useful in solving this problem.  
 

4. Internet knowledge: 
As pointed out, public overall Internet knowledge in Iran is quite nominal which is 
efficacious on online shopping. To improve public knowledge, the use of media or 
websites can contribute. Other solution is to facilitate the shopping process for online 
shoppers.  
 

5. National coding system: 
National coding must be provided by the government. According to interviewees, 
national system is preventative of channel conflict`s negative impacts. 
 
 
 
 
 
 

http://ecne.ir/
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6. The number of goods offer on Internet: 
 
In order to promote sales in both the traditional and Internet channels, proper warehouse 
management is essential; the diversity in both online and actual stores must be in parity. 
Ease of online access based on the manner of introducing goods online is also significant. 
 

7. Dissatisfaction of Salesmen: 
If online and conventional systems are not separated in a store, the hard work on labor 
would cause staff dissatisfaction and therefore, decrease on sale. Other solutions are to 
redefine the organizational tasks and use trained staffs in each department to minimize 
dissatisfaction. 
 

8. Competition between Channels :          
As expressed by interviewees, competition between the conventional system and online 
system is not conflictive but the competition can at times create conflicts. To resolve the 
conflicts, education and customer-first services and also the staff guidance towards the 
main objective of the company are recommended. The companies can also separate 
manufactures in both channels and highlight the differences by sales incentives.  

      
 

7.3  Limitations 
There were some limitations to this work: 

1. The companies which use e-commerce for their sales and marketing are very scarce. 
2. Only two companies (Chika and Etka) were involved in this research. These companies 

were selected because in addition to using retailers, they are the direct sellers to end 
customers via Internet.  

3. No other research has been done over challenges between traditional and Internet channel 
marketing on food products in Iran, so this is the first case study. 

7.4 Recommendations for further Research 

The topic of research was the challenges between conventional and online goods 
distribution and sale and how to reduce the negative impacts. This research was executed 
in two Iranian companies that use both the conventional and online methods of sales.  
Here, we suggest that the next topic of research should be about: 

• How the challenge can have positive impacts? 
• How Internet can affect the selling and distribution systems? 
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As aforesaid, companies which use online are very scarce in Iran. Hence, we suggest that 
a research must be done with the objectives of finding the answers to these questions: 

• Why do Iranian producers and suppliers do not use online services to sell or 
distribute their products? 

• What are some online sales prerequisites for Iranian suppliers? 
 Conflict management between channels and benefits of conventional and online sales or 
distribution must be managers great concern. So, there is a need for further research to 
acquire needed information and to increase the positive impacts of the conflict and to 
reduce its negative impacts and also to apply these in managerial tool.    
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Appendix 1: Interview guides                  

 

Company background 

• Started, Location 
• Respondent background 
• Employees, location, Brand 
• Distribution channels, number of them, structure, channel function, customers 
• markets, sizes, geography 

Internet channel 

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

Channel conflict 

• Research question 1: How distributor companies` managers recognize channel conflicts? 
(conflicts between traditional and Internet channels) 

• 1.1 How does culture affect occurring channel conflict? 
• 1.2 How does time affect occurring channel conflict? 
• 1.3 How does trust affect occurring channel conflict? 
• 1.4 How does Internet knowledge affect occurring channel conflict? 
• 1.5 How does national coding system affect occurring channel conflict? 
• 1.6 How does the number of goods offer on the Internet affect occurring channel 

conflict? 
• 1.7 How does dissatisfaction of salesmen affect occurring channel conflict? 
• 1.8 How does competing between channels affect channel conflict? 
• Types of conflict 
• Perceived / Internet related- who, why 
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• Other conflicts? 
• Research question 2: What actions must be taken to reduce negative effects of channel 

conflicts? 
• Action taken to minimize effect 
• Most important conflict 
• Positive channel conflict 

Summary 

• Satisfied with your Internet based marketing channel? 
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Appendix 2: Transcripts of the Chika company`s Interviews 

No.1 Mr. Babaee  

He is the Secretary of Iran Gates’ E-Commerce Committee which acts as the e-commerce 
contractor of Chika Co. 

RQ1. How does culture affect channel conflict? 

I think culture has such an influence in shopping behavior of people. Because of limited 
accessibility of the Internet to many people in Iran, online shopping is not established in Iran yet. 
So there is less willingness to do online shopping among people here. I think the first this is for 
the government and officials to provide more internet facilities in Iran and to do more publicity 
work to make people familiar with internet services and encourage them to use such services.     

RQ2. How does time affect channel conflict? 

Yes. In the beginning, we used postal system to send orders from the factory to our customers. 
As a result it took a long time. Hence, we had few online orders. But after we made storage 
places near post offices the problem was solved.      

RQ3. How does trust affect channel conflict? 

Because the Internet in Iran has many problems including constant disconnection and poor 
connectivity and lack of safe online payment systems, people show no trust in online shopping. 
So to resolve this problem, we have started the payment system in which the customer pays for 
his or her order at the time of delivery (at his or her home’s door).      

RQ4. How does internet knowledge affect channel conflict? 

Since the target market of online selling companies is only those who use the Internet, the 
customers with the Internet knowledge suffices.   

RQ5.  How does national coding system affect channel conflict? (In the national coding system, 
all the specifications of goods are provided in the codes) 

The national coding system has no application for food products. 
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RQ6.  How does the number of goods offer in internet affect channel conflict? 

We have presented all our products online in the same way we have presented all of them in our 
actual stores. So we have no problem in this regard. 

RQ7.  How does dissatisfaction of salesmen affect channel conflict? 

Since the online selling is done completely separately from conventional selling in Etka there is 
no conflict between the employees of these departments. 

RQ8.  How does competing between channels affect channel conflict? 

I think there is no relation. 

 

No.2 Ms. Saffari 

She works in Chika Company as the E-Commerce Manager at Chika Co. 

RQ1. How does culture affect channel conflict? 

Yes. I see there is such an influence. The Internet and online services are new in Iran. Doing 
online shopping in Iran has its own challenges it, let alone ordering food online. The solution is 
informing people of easier ways of shopping, through advertising and TV commercials. 

RQ2. How does time affect channel conflict? 

Absolutely not. But in some special cases when the customer has a prompt and urgent need, time 
is an influential factor. The solution is to announce a time for the delivery that is usually longer 
than the time that is really needed for the delivery. We should also employ postal services such 
as post logistics, and storing goods at places near the post offices. 

RQ3. How does trust affect channel conflict? 

Due to lack of trust, most people choose conventional ways of shopping over online shopping. 
One way to win the trust of people is to provide them with online shopping verification symbols 
or signatures through the site of: http://ecne.ir/ 
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RQ4. How does internet knowledge affect channel conflict? 

Definitely the knowledge of the Internet in people makes the online shopping steps easier and 
quicker. The solution is to add educating WebPages to the sites to teach people how to do online 
shopping. Simplifying the processes of online shopping is also very helpful.     

RQ5.  How does national coding system affect channel conflict? (In the national coding system, 
all the specifications of goods are provided in the codes) 

The more customers can have information about the specifications of goods the more will be 
their trust. It helps them make their purchase with peace of mind. The only legal organization 
responsible for creating national coding system is the government. So it is good to have such a 
coding system. 

RQ6.  How does the number of goods offer in internet affect channel conflict? 

More variety in the products of a brand increases the choices of customers. When shopping at a 
store because of limited time it is not easy to select what we want at leisure. While in online 
shopping, we can take time and do a thorough job of selecting.     

RQ7.  How does dissatisfaction of salesmen affect channel conflict? 

The online selling in many cases is a mixture of conventional ways of selling. Since, in 
conventional selling the customer-first attitude has an important effect of increasing the sales, the 
attitude of sales people has important roles. The solution is to employ sales people that have high 
capability in public relation and have high motivation.    

RQ8.  How does competing between channels affect channel conflict? 

I see no relation whatsoever.   

 

No. 3 Mr Javadi 

 He works as employee of internet selling department of Chika Company. 

RQ1. How does culture affect channel conflict? 

Yes, there is such an influence. In Iranian culture, people like to touch and see whatever they 
want to buy. They do not trust ways of selling that are not based on touching and seeing. We can 
create this culture in customers by helping them step by step to adapt to online sales. We should 
design the settings of cyberspace in such a way that looks like the conventional settings where 
people go to shop. In fact, the customers should be able to see all the features of a product on the 
web. 
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RQ2. How does time affect channel conflict? 

Yes. In prepared food, time is the most important factor both in gaining access to such foods and 
in preparing such foods. When we order food online we expect to have it quicker. But the 
shortest time for orders to be delivered is now 12 to 24 hours. It is worthy to mention that Chika 
Co. sends its deliveries through postal system. To solve this problem we suggest separating the 
department that deals with internet orders and considering it as a separate department. Another 
solution is to make some storage places in post offices in different parts of the cities in order to 
reduce the time of delivery of foods to customers. 

RQ3. How does trust affect channel conflict? 

No doubt one reason people do not show interest in doing online shopping is the fact that they 
have an unsafe picture of online shopping in their mind. To help people trust online shopping we 
need to do a lot of publicity work. Governmental and semi-governmental encouragements for 
online shopping can increase the level of trust in people in online shopping services. 

RQ4. How does internet knowledge affect channel conflict? 

The more knowledge people have about the Internet, the more they tend to do online shopping 
and the fewer problems they face. Free of charge tutorials before or at the time of doing online 
shopping can increase the knowledge of people about the Internet.   

RQ5.  How does national coding system affect channel conflict? (In the national coding system, 
all the specifications of goods are provided in the codes) 

No. I guess there is no relation. The opportunities and challenges within coding systems are more 
related to service providers. The online system has no effect in this regard whatsoever.      

RQ6.  How does the number of goods offer in internet affect channel conflict? 

One of the problems with online systems was lack of diversity. More diversity together with 
more related information encourages people to do online shopping more.   

RQ7.  How does dissatisfaction of salesmen affect channel conflict? 

It has effects. But we can solve the problem of sales people dissatisfaction (since the installation 
of online selling services) through exercising a new evaluation of the processes and redefining 
the organizational tasks. With the installation of the Internet services new organizational tasks 
can be defined.      
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RQ8.  How does competing between channels affect channel conflict? 

If there be such a competition, we prefer the winning of online shopping over the conventional 
one. Through creating organizational culture and customer-first culture and by means of 
providing the required tools the organization can persuade its employees and customers in what 
direction the long-term strategy of the company is. 

  

No. 4 Mr Akbary 

He works as employee of traditional selling department of Chika Company. 

RQ1. How does culture affect channel conflict? 

I believe there is such an influence. Maybe, because many people do not trust online shopping, 
they are worried that they may not be delivered the same goods they chose online. To resolve 
this, I think it is a good idea to include a link in your webpage that says “We will compensate 
you in case there were any mistakes in delivering your orders.”    

RQ2. How does time affect channel conflict? 

Reducing time is absolutely one of the benefits of online shopping. This can be some sort of 
positive publicity itself. It can also attract more prospects. To solve the problem of prolonged 
delivery time I suggest that in each post office a distribution center be installed.   

RQ3. How does trust affect channel conflict? 

People may have no trust in online money transferring. For example they may be afraid that their 
money may not reach the seller or some of the sellers may assert they have not received the 
money. The solution is to create a safe online system for reciprocating money in order to win the 
trust of customers.   

RQ4. How does internet knowledge affect channel conflict? 

Low knowledge about the Internet among people is one of the main factors that lead to low 
online sales for many companies. So to increase the knowledge of people we can educate them 
through the media as well as on the sites of the companies themselves.  
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RQ5.  How does national coding system affect channel conflict? (In the national coding system, 
all the specifications of goods are provided in the codes) 

The online shopping in which the goods are provided with national codes at least give the 
customers the assurance with regard to the good`s quality of the goods and the accountability of 
the providers of those goods as after-sale services. The solution is providing national coding 
systems by the government.             

RQ6.  How does the number of goods offer in internet affect channel conflict? 

I think it can be very effective because diversity is pleasant for customers and attracts them. One 
benefit of cyberspace is that you can present a great number of varied goods without needing a 
large physical place. In conventional ways of selling more diversity needs more physical space 
that is not always easy to have.   

RQ7.  How does dissatisfaction of salesmen affect channel conflict? 

It definitely has an effect of the problems occurred. But reengineering can solve them. By 
creating a competitive environment and through offering conventional incentives we can still 
save the conventional way of selling. We still need the conventional stores especially for those 
groups of customers who like to touch and see the actual goods before they buy.    

RQ8.  How does competing between channels affect channel conflict? 

Competition is unavoidable. In any case the success of one retails the failure of the other, at least 
at first glance. But maybe it will be possible for the both ways to coexist through differentiating 
the range of presented goods in each way of selling compared to another one, and through 
offering different incentives in either way of selling. For instance, we can sell some goods only 
through conventional selling and do not sell them from online shopping  till the online shopping 
replaces the conventional shopping for good. 

 

 

No.5 Mr Fattahi 

He works as an employee of traditional selling department of Chika Company. 

RQ1. How does culture affect channel conflict? 

Yes. There is such an influence. We should not forget that the online selling services are new in 
Iran. People need time to get used to this way of shopping. Advertisements can be very helpful in 
making people familiar with this kind of shopping. 
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RQ2. How does time affect channel conflict? 

This goes back to the quality of the management. Adding one method does not necessarily mean 
having problems. In my experience institutions that had well-managed conventional selling 
systems, had very little problems when they added online selling services to their conventional 
selling systems. I guess time would not have that much negative influence on selling.    

RQ3. How does trust affect channel conflict? 

It depends on the credibility and fame of the conventional selling system. For the institutes with 
no physical selling centers (that merely offer online selling services) or for unknown brands the 
issue of winning trust is more important. But a store like Chika has no problem in this regard due 
to the fact that it has a high credibility and fame among people.      

 

RQ4. How does internet knowledge affect channel conflict? 

Low knowledge of internet to some extend reduces the number of accesses. The solution is to 
make the steps of online shopping as simple as possible and to do most of the process picture 
aided (using pictures to help people understand the steps they should take). 

 

RQ5.  How does national coding system affect channel conflict? (In the national coding system, 
all the specifications of goods are provided in the codes) 

 Coding creates coherent and makes it easy to track goods. And what problems it may bring with 
it, is probably the time needed to enter the date into the online systems and the time required for 
integration of the softwares. As for your question, I believe national coding system has no effect 
on the problems posed. But I think national coding is good.        

RQ6.  How does the number of goods offer in internet affect channel conflict? Diversity is 
no problem in itself. It gives more choices to the customers. The only time diversity poses a 
problem is when the available goods do not match the variety shown. The solution is to always 
be aware of the goods available in your stores.     

 

RQ7.  How does dissatisfaction of salesmen affect channel conflict? 

Dissatisfaction of sales people can be a problem if it reduces the efficiency of their work. The 
solution is less involvement of human and the integration of electronic processes of shopping. 
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RQ8.  How does competing between channels affect channel conflict? 

Competition may affect the amount of sale, but does it pose a problem for the method of selling, 
I don’t think so. 
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Appendix 3: Transcripts of the Etka company`s Interviews 

 

No.1 Mr. Sadeghi  

He works as E-Commerce Manger in the Etka Company. 

RQ1. Does culture affect channel conflict? 

Yes, naturally, the more people are informed about the benefits of internet shopping, the easier it 
would be for them to do online shopping. Like any other new products, online shopping should 
also be introduced to people spending large sums of money. These sums of money should be 
spent in the form of promotional and publicity activities; and through offering discounts to online 
shoppers. 

RQ2. Does time affect channel conflict? 

Definitely time is an important factor for the customers. Even some people prefer to spend less 
time in shopping. But time is very critical for goods that are very quick to go off, or for foods 
that have very limited expiry time. Because the time of delivery is long in online shopping, some 
customers resort to conventional shopping. Organizing this section can reduce the time.   

RQ3. Does trust affect channel conflict? 

Yes. The biggest problem that the Internet faces in Iran is its low speed and the weakness of both 
the seller and the bank, as the contracting party. Many online buyers have the bitter experience of 
the sudden disconnection of the Net while they are amid their buying process. The problem that 
here arouses is that the money is deduced from the account of the customer but none of proposed 
receiving parties receives the deducted sum, and none of the above mentioned organizations 
accepts any responsibility in this regard. Currently, the bank, which serves as the contracting 
party, is offering more widespread services; it has increased its level of responsibilities and its 
eagerness to take care of online payments to reduce these problems. But people need to be more 
informed and be given more benefits to show more trust with regard to these new services.             

RQ4. How does internet knowledge affect channel conflict? 

Since the customers are from different age groups and may not have adequate knowledge in this 
regard, it is vital that the process of shopping online be a very easy and straightforward process. 
But, yes, internet knowledge of the customers will minimize problems. Recently there are some 
sites that have guide pages to help people; they also use pictures or animations to illustrate the 
process to help the customers learn how to proceed. 
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RQ5.  How does national coding system affect channel conflict?  

(In the national coding system, all the specifications of goods are provided in the codes) 

I think coding system do not have any effects on online shopping. This system increases the 
information about the goods and makes the job of selecting goods easier.   

RQ6.  How does the number of goods offer in internet affect channel conflict? 

When the level of diversity in presenting goods is the same both in the actual stores and online, 
no problem will occur. A problem will occur when the level of variety is low in one compared to 
the other. In case there are more equivalent choices for the customers, online shopping gives the 
customers the opportunity to use more time and care to select the goods.    

RQ7.  How does dissatisfaction of salesmen affect channel conflict? 

If we employ this system as an independent system with its own department and employees, 
there would be no problem. So the solution is to add the online selling as a new department 
having its own new employees. This way we can increase the satisfaction in customers and 
enhance the efficiency of the work.        

RQ8.  How does competing between channels affect channel conflict? 

I see no relation. There would be such a relation if the managers want to compare the two ways 
of selling and be willing to find fault with the differences found. 

 

No.2 Ms. Hosseini 

She works as employee of internet selling department of the Etka Company. 

RQ1. Does culture affect occurring channel conflict? 

No. I think more important factors; than just the culture of the customers is at work here - factors 
that should be dealt with from the base. One such factor is the “e-commerce” itself. We should 
make the foundation of “e-commerce” so to make it trustworthy. The reason why people use 
conventional ways of shopping is that “e-commerce” is no yet trustworthy. 

RQ2. How does time affect occurring channel conflict? 

I guess time would not pose any specific problems. It is often the sellers that determine the exact 
time for the delivery of the goods. It is through considering this time and through considering the 
probable problems that the customers place their orders. 
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 RQ3. Does trust affect channel conflict? 

Yes, it has. Because one problem we face in Iran is low-speed internet. This low speed is a 
serious problem for online payments. The solution is to provide for high-speed and proper-speed 
internet services. Also there is the need for bases to create more trustworthy webs. (A job that is 
in the hands of Internet providers)   

RQ4. Does internet knowledge affect channel conflict? 

Yes. If the customers have internet knowledge, the selection and payment processes will be done 
more easily. The solution is to add educative WebPages to websites and to simplify the 
processes.    

RQ5.  How does national coding system affect channel conflict?  

(In the national coding system, all the specifications of goods are provided in the codes) 

Having information about the goods has a direct effect on the customers’ trust. The national 
coding system is a safe way to increase the level of trust in customers.   

RQ6.  How does the number of goods offer in internet affect channel conflict? 

In conventional stores due to limited time and a sense of hurriedness it is hard to do a good job of 
selection. While in online shopping we can take time in getting to know the products and doing a 
good job of selecting.   

RQ7.  How does dissatisfaction of salesmen affect channel conflict? 

Resistance against change is one of the main factors that get in the way of people’s using online 
shopping option – be it the sellers or the customers. The solution is the use of trained, 
experienced and motivated employees. 

RQ8.  Does competing between channels affect channel conflict? 

I guess there is no relation because they support each other. 

 

No. 3 Mr. Javahery 

He works as an employee of internet selling department of the Etka Company. 

RQ1. Does culture affect channel conflict? 

Yes. It is true to some extent. To solve this problem we should create an atmosphere of trust 
among customers. Most people are worried about buying something they have not seen. To 
resolve this problem we should assure people that they can easily and at no cost at all send back 
the goods they didn’t intend. Advertising can be very useful to resolve this problem. 
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RQ2. Does time affect channel conflict? 

Yes. Customers for foods mostly need to have a quick delivery. And a prolonged time can 
discourage these customers. The only way to solve this problem is through making operational 
quick delivery services. 

RQ3. Does trust affect channel conflict? 

Yes. It has a direct effect. We can win the trust of the customers by proper publicity and renders 
of good services. Some time is needed for the customers to develop trust in online services.    

RQ4. Does internet knowledge affect channel conflict? 

Naturally, access to the Internet and familiarity with how to use it are essential for doing online 
shopping. We need to educate the public. 

RQ5.  Does national coding system affect channel conflict?  

(In the national coding system, all the specifications of goods are provided in the codes) 

Yes, the coding system can improve the online shopping. It can reduce the problems of the 
system as well. 

RQ6.  Does the number of goods offer in internet affect channel conflict? 

Yes. Wide varieties of products attract online shopping. From the technical point of view if the 
job of warehouse management is done well there would occur no problem. 

RQ7.  Does dissatisfaction of salesmen affect channel conflict? 

Yes. The dissatisfaction of sales people has an effect on installation of online shopping services. 
We need to explain to the employees that the install of online selling can help reduce their work 
load and provide them with better job opportunities. This way the potential problems will cease 
to occur.  

RQ8.  How does competing between channels affect channel conflict? 

The competition may mean a reduction in the sales of the retailers. If this be so, it would have 
negative effects and create reaction in retailers against the online services of selling. But if we 
can extend the use of online shopping to retailers and consider a share for them in the online 
selling it would result in the expansion of online selling. 

 

No. 4 Mr. Hosseini 

He works as an employee of traditional selling department of the Etka Company. 
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RQ1. Does culture affect channel conflict? 

Yes. In Iran, shopping involves bargaining the price and touching the goods to test their quality 
by the customers. This way of shopping is not possible in online shopping. I think we can solve 
this problem through creating a cyberspace setting much similar to the conventional setting for 
shopping.  

RQ2. How does time affect channel conflict? 

In the case of Etka, since the goods are raw food materials, time is not a problem, but a quicker 
delivery ensures our success in this highly competitive market 

RQ3. How does trust affect channel conflict? 

Since in Iran, none of the online stores have security logos. And currently paying online is not 
safe in Iran. For example if the internet is disconnected when you are amid the process of online 
payment, the price would be deducted from your account but no payment is done, so you just 
lose your money. This is one of the main reasons people do not trust in online shopping. The 
solution is doing the payment upon the delivery of the orders at the doors of the customers.     

RQ4. How does internet knowledge affect channel conflict? 

In Iran, only a limited group of people have the knowledge about how to do online shopping. So 
to attract others to do online shopping we should provide them with free-of-charge education in 
website. Another incentive is to provide prizes for those who choose online shopping.  

RQ5.  How does national coding system affect channel conflict? 

 (In the national coding system, all the specifications of goods are provided in the codes) 

The national coding system provides the customers with the kinds of information which cannot 
be arrived at by just the appearance of the goods. So it is very helpful for the customers to make 
proper choices. But it does not directly reduce the sale.       

RQ6.  How does the number of goods offer in internet affect channel conflict?  

Etka stores throughout Iran is very large and because in Etka stores other products in addition to 
Etak products are presented than in online stores, customers tend to go shopping to actual Etka 
stores rather than shopping online. I guess increasing the variety of products presented online can 
be very fruitful.  
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RQ7.  How does dissatisfaction of salesmen affect channel conflict? 

At Etka Company the online sold goods are packed by the sales people who are employed for the 
conventional selling department and this has become a cause of dissatisfaction in them and has 
reduced their efficiency. To solve this problem there is the need for a complete and separate 
department for online selling.      

RQ8.  How does competing between channels affect channel conflict? 

If the competition does not entail the destruction of the other part it is good and has no negative 
effects at all.                                          

 

No.5 Mr. Afif 

He works as an employee of traditional selling department of the Etka Company. 

RQ1. Does culture affect channel conflict? 

Yes. I guess the culture has such an influence. We can solve this problem through providing 
people with supplementary information and upgrading this culture. 

RQ2. Does time affect channel conflict? 

Yes, it does have influence. Delivery time for each goods, depending on the type of the goods, 
can be quicker or slower. For instance, when you buy a new internet account the time of delivery 
is nearly instant and the buyer do not need to waste her or his time in traffic. For other types of 
goods, a customer may need to go from one side of the city to the other side just to buy 
something, while doing the same shopping through the Internet may save her or him 
considerable amounts of time. In the case of Etka, we can offer the customers diversified goods 
and we can resolve his or her worries about late delivery of goods through informing them of the 
time of delivery at the time of online ordering or via telephone. 

RQ3. Does trust affect channel conflict? 

Yes. Through using high reliable methods of payment, currently being developed, we can win 
desirable levels of trust among customers.    
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RQ4. How does internet knowledge affect channel conflict? 

Yes. There is such an influence because the customer may be worried about the way of payment 
or he may have problem with the method of payment (lack of education about how to do online 
shopping). The best solution is educating people through the media. 

RQ5.  How does national coding system affect channel conflict?  

(In the national coding system, all the specifications of goods are provided in the codes) 

I have no adequate information in this regard. But, back to your question, I don’t think it will 
have any effects.    

RQ6.  How does the number of goods offer in internet affect channel conflict? 

It depends on the conditions. In any case, more variety attracts more customers, so one way to 
attract people to online shopping is to provide more variety in virtual sores than in actual stores.   

RQ7.  How does dissatisfaction of salesmen affect channel conflict? 

I can’t find an exact answer to this question. But it would not be without effects. Through 
employing accurate methods of selling and sales management we can remove the effect one 
person can have on the system.    

RQ8.  How does competing between channels affect channel conflict? 

I think competition contributes to the good quality of products so the existence of competition 
improves the quality of products. So for attracting more prospects the online sellers can upgrade 
the quality of their goods sold online. 

 

 

 

 

 

 

 

 

 


