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(0 O O Many producers and wholesalers like to develop exclusive channels for their products. When the seller
allows only certain outlets to carry its products, this strategy is called exclusive distribution. When the seller requires
that these dealers not handle competitors’ products, its strategy is called exclusive dealing. Both parties can benefit
from exclusive arrangements: The seller obtains more loyal and dependable outlets, and the deajers obtain a steady
source of supply and stronger seller support. But exclusive arrangements also exclude other producers from selling
to these dealers. This situation brings exclusive dealing con- tracts under the scope of the Clayton Act of 1914.
They are legal as long as they do not substantially lessen competition or tend to create a monopoly and as long as
both parties enter into the agreement voluntarily.Exclusive dealing often includes exclusive territorial agreements.
The producer may agree not to sell to other dealers in a given area, or the buyer may agree to sell only in its own
territory. The first practice is normal under franchise systems as a way to increase dealer enthusiasm and
commitment. It is also perfectly legal——a seller has no legal obligation to sell through more outlets than it wishes.
The second practice, whereby the producer trios to keep a dealer from selling outside its territory, has become a
major legal issue.Producers of a strong brand sometimes sell it to dealers only if the dealers will take some or all of
the rest of the line. This is called full-line forcing. Such tying agreements are not necessarily illegal, but they do
violate the Clayton Act if they tend to lessen competition substantially. The practice may prevent consumers from
freely choosing among competing suppliers of these other brands.Finally, producers are free to select their dealers,
but their right to terminate dealers is somewhat restricted. In general, sellers can drop dealers "for cause.” However,
they cannot drop dealers if, for example, the dealers refuse to cooperate in a doubtful legal arrangement, such as
exclusive dealing or tying agreements.11
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