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o el AxYAR FAE A o B oldE F £ Advke A¢ Huiu gk EDLPAZS 89 WEo]
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Adel of B2 ols & & ok vzt ad did UEst @E o HLPAE & 44719 EDLPAdET: =
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| M2 Store Age, 1999). EDLPY A&& vj3d
Southwest®t #& FFMu|2gA B ohjzl
Saturn® 22 A AAdE del AMgE R
1.1 g7 =H Atk olgAl Be HolllA EDLP A9 FA4%
< EDLP o] HLPHEET AnjdEd} Az
RS g oM 7t dASCA d B2 odS A F & dde Al
A7k A Fo s gt e oY Bk g AFEEd oA
ell and Lattin, 1998). Ad 20d ¥t FEAHn Yot
£ Everyday low pricing(EDLP) A& EDLP Age|& avjidEe] dAHA AHHs)
Hi-low pricing(HLP) A=} t&Eo HLF glo] A&Ho2 ¥ /HAS fAgte AR o)
#2e augel de] AH8al itk Everyday  th ©|2l@ EDLP AFE Al&sdle &
low pricing A& 7H we] Wwolgel 719 & 7§Q 7t & fA87] Y3 FolcH(weekly) WE
o shQl ¥ulE(Wal-Mart) & “Keep costs low, 4 Sl& 7149 2844E A o A9
sell more merchandise, lower prices further A& AYHAFAEL EDLP Age] aojdE3
and sell even more°lgte 19d FA& AL AuAERY ol AxYA A gdd #Y
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WA 2 EDLPE AmjAE9 H &S ZodFE ¥
S £o24 HLPEY ¢ njgdZelgtn F43}
oith. Lattin® Ortmeyer(1991)= EDLPE 7}

>z
puy
Z ]
T o

o]
]

ARFo R A3 e NHE AR
Z17t 8 7] 99 HLPE Argste &3
Sl vlel Aoz FadgE AR ¢ At

I F438tn 9ok, Ortmeyer, Quelch$t Salmon
(1991)2 EDLPE AHgstx Sle anided 2
fReg ¢ ‘i’ltﬂ_?} %@fﬂ ?‘“‘](displays)'Ei ??}
o2H Aujatel o
I o, E3, 28L EDLP‘E‘ &
st Aoz HLPE Algsls Anjad
g A48 E B kg ol o E7EstA T
T 7] W Eo Ao A e A
o Easty o A2 UF Wi 714
(price promotions)< AH|AFES] A2 (credibility)
& BAAT|eH vat] aujdEe] EDLPE A

{=N
w2
o

—

MM
£

£gozn LHAEAA AHZL Ho F 4
Atz FA8n UAtH(Ortmeyer, Quelch and
Salmon, 1991). AlAZ Lee, Padmanabhan$}
Whang(1997)& EDLP7} HLPRET Y AX&

deir F& sHAA ol Adsta itk Aw)
4E°] HLPE AH&shd Rldisty Ze 7pALlst

2 At LAt -r3-°ﬂ g stA =
o olgdd 9 MFEe oA"Y A YA &

A% A (the bullwhlp effect) & Azt
Arsta ok wHE AddA ande AH =
iy, AzAA o8 Agy Faitd gt A4
T8 Hlg FEo] Frlsle A4S A I3
gt gt AngA7E EDLPE Algstd 89
Mol o] A FHE FLAFCEN viAE
Ad AAHY o]dE A AF 4 dde Aol
oA AvjiEo] EDLPAZHE Aoz &

Wgo] Wy
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Z2717t Fol= EDLPE
7}2 (discount price) 2.2 @rjsle 71AA
. Lazear(1986) z7td3 a4 mdz}
FAN 87t ﬁﬁ@g 4 5 7]ZHtwo
iods)o] Ik 743 E 7 R WA 713kl
#e M Ak 5 o 717&011% se 7}
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N

A B} i“ﬂ"o‘Ol 2o 0194%
BoFth. Hoch, Dreze$t
Purk(1994)& fHupzlo) A A8 FajA HLP
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A8t o B o9 AEstn vk AHE =
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A% UF AL w3
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u}aow 10%
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% 1 whhe] gAge] FEst AT EDLP
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1.2 ¢i7tef 29|

o] d7E thedd Ze AA F /A A
I 99Eg & § Uk A MAE 7189 2
o 7HAAdd AT nAY FF=EEL FE &
vjadel ol<folgt BAE T HlE o] =E2
2vare] ojolt olel AudlA FES FF
e AZAAY oldx FIANA ALY o|gE
g2 githe Aol 7|&9 =REd 4vdY
7¥AAgel EDLPY HLPo| uwhel At #pA9)
oldtt ATHE B o] sHF M| AT
of plXE G dEiMe A7 HE gdte
Aotk #Hzd| EoA wiAE Adel JlolM oj=
g T ol sy Rtke AL AR
o[9}& FdisleiA 2F win-windtAe dFHo)
Al A, weE Ange] sPAR
izt Ad Al oldg Fuistels FYE =24
< AREEY. o] At A AR F
e Zdolr] g Avjide] AR Az
Ae] A Aol Apde ol & FddATz]
A FAlG o} FolZint,

EARE o] AT A 404 I T
AeT AAGAE] ATE I g T
& A&zl Yo Aoz AEE AfIrlEt
B 4AFY HEYEE Azsest?d ofd
shtel Mol & 4 gich. Blattberg, Eppen®
Lieberman(1981)& AujAtEc] AujaExcl 4
& Besled 29F AnfpAdidol o Bol
E o AojdEL 7HE& A (price promotion)&
Aggtta Akt 1 Wl 2 AAE, vl
A" A5 2ol HLPE Atgste olfe
Avige] 2R gk aHAte] B89 Ao,
Auzte] A A H 8] 2bo], &vjate] spAHY
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To] M FEY AHERTF, FE7H (reservation 2.7 AH|R Q0| ohEt 1™
price)® zto], AZH&EQ ulg9 o] T e
7t Apdst S AHEgo 2N Anjade] ololg THd A€ 2d2 3
Sdizlely] WZelgtn dweta itk (Salop and 88 AR A uig
Stiglitz, 1977: Stokey, 1979; Narasimhan, & ZAujia Az= —‘;:—
1984: Jeuland and Narasimhan 1985: Gerstner — &H|A F8& 7HAF A%
and Hess, 1991). o] 9+& oldg 7189 & T 743 97 )\]7P° 5
T4 v AEY A-A ey R shito] viZe] s FH B3, A4, NS
Zell wig} HLP7F EDLPXt} sjdolel S & 3 2L 8AaEL uAdd, T Ao WE
geted = ke A& BAFoEd 4 AdAs de AFA 849 d(t)7) AuR 84 93
o] HLPZ AH&alokehzrtel dig shite] &5 21 & vld o|jg &vja 489 gg /WS &
&+ o e 28 8 0 &3 ohe 2o

e, ok, H

[LLL.,
v 2 o
4
fo
=)
e
1o
u
e
A

l..
o

“JU kN

ot

D) = flp(t), d(t))
. E8tE Y 24 =k {1+a sin(2nt/12)} -B p (1)
°f Fa¥TE R 2E 5AS 7}%]1 sttt
THE AY 2l Fxe (a¥ DA Be A, A% 26xeed #A4E ddeds A
teh o] AMAY FaAHE T Ye F A B dw o) Wi 71e0E \JrEhH% pe 2

< B39 HLPAE 32 EDLPAYS E8id vl 714 W7 (price sens1t1v1ty)% 23
s A dejste FHE FHstm itk EDLP tH(Chu and Messinger 1997). 2 pgto] =
At HLPAYE el BE ZAAdxd T 73T 248 2uiAe 712 izest il‘%‘_ AE oo
3 R4S g2 F 2dE e US AR 3tk A, 89 ARAL Jehly] a4
dolde Faf & Ade BFE o]dE A2 4 AFM(sinusoidal) 2 ARSI kxaz} A
23 A F 1 Z23E EUZ o Aide] o] B A9 AZ(amplitude)S YEHITH k= AAEG 5
olele Hu glon ojujd zhsA aF 2 Fo £38 fANATG A5 AR gt
Wt 22EYeA AREast g M a9 ghol AR 9egE el a9 ghol
AW 2% Ad Wl e £29 MEo] 4

\1

rH e

O

(a8 1) SHE M 249 2=

Az} - EDLP &2 SN ol

HLP ZAuj4
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2ofaef 71470l dotefof ojxle dfof 28 AR

(3™ 2) AE=e

A2 W 26/% £234

units

11000
106000

$000

L
< >

8000

2]
i
a
N

7000
8000

=]
o

o

a

t

5000

1

Ly

4000
3000

8§ 9 10 11 12

sithe A duista a9 go] 0ol 7HESE
AZke) 559 et g Holn FEd £28 o
Ehlith. (2¥ 2)& af gl 0.2¢9 wst 0.4Y
o] ALAL FFL Te LA £IAE B

oqF 1 Ut

2.2 2of thgt JIEt 7K

a8t o i AT gEe ohgy 2e
7HEe] itk AAZ, HLPE Algsls aujdt
o AzAAE F4¥ HLPAES EDLPAdZ:=
o& HE&F2E 7B 9t} Lattin® Ortmeyer
(1991)= HLPE AH&ste Aujdd 714 & HA
AZHECA dA7tA R upto]olsly] e
EDLPE Atgste Avjdrn) £70vj8o] o g
Al gk Fgsisich. mebd HLPAE-& EDLP
AEETE F20u o] o TGy I
Az, 2ulds Az2YA7E B8l o A7) el
Al Fo0 g FHE M2 FHET. AR

AL H33H M55 20044 108

£, EDLPAE Y 7t4e HLPAES H3A7H4
3 A Atolo] YA dttm s4FIY. HLPE
AHgste 2njdEE B4 EDLPE ARgst
T afdEEtge &2 HEE fAE ot
7HAER o] MolA & Al7lel= EDLP 4ridER
Aoz B dth YAE, aHA
A3 AzdAA 25 deEd don
o aufie] FE wdd gE
ZHlead-time)& itk 71¥3d). o
AR, Az A 2 3ol § 3l
a7 ' (backorder)o] 34EHA @evin
PR, uiA %o R zzgiate] AJAbdu| Al 2w
£ & 7 AFe] dd W BadsEE X&)
Ak A

[o)

=2

O:

E

L

e S (continuous production system)

s = i i

2.3 7|20} dHHES| He

THE Ad mdS HHE] W Rl AL

1315



e 71355 2%

Bl (decision variables)oll

delA BelE e o= 2

71 %.(Parameters)

t
M
Cp
Cr
Cw
Cr
Co

Cs

Cn %

<Ry

PE
PH

pPL

U
B¢
Qe
Wt
H.
F
Ri
O
I
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AZE AR (L=1%¢ T7AA S 717
TE2AT g9 HAFAHE(production rate)

270§

(Decision Variables)

EDLPAE] #H 714

HLPAE S} HA A 7H4

(optimal regular price)

HLPAE S 4 &9 714

(optimal discount price)

717kl &7t o] AFEH 1 o™ 0
t7] kel b 1 op™ 0
t712bel A i

17170 AzdAS] 224 £

717k nEH 22A9] F

713t Snd 22Ae 5

7]k A2 AdE AFS
713kl A bl BAE AFY 5
t713tell AR FolSle *ﬂﬁfﬂ

=zl 0
TT=

2.4 28

E¢9 Ade ojdrde Arie] oldrdz
AZHAY o]drdE FXH drth Lujde o
QJE‘-‘él—"- el oA E2HE-(HLPAE Y
A%, FEu4, ToHE(purchasing cost)&
A %ﬁ}. AZAAY] olgrd e AxgAte &
AollA A& Wil 3+ 5 QU aud
oldjrdn} AxYAte ojdRdE FXA HE &
ojge] Fojul 8t AzYgAe e AAHAR
o geby S8 Ady olrde ohin} 2o
Uepd 4 Qi

Maa[$ D1 viey) — wie]

T
*[;WQ,+I£Ch+ECf+ 0,C,+1C]

o] mde Thew ge A%t &

D(t) = x{l1+a sin(2nt/12)}-Bp:
pt = pe (EDLPHE) &2
pr +0{py -pr) (HLPAQ)

pL < pg < pH

- 9999%; < 0 (6)
o, o € {0,1} (7
W = Wi +He - Fe (8)
Wi < Winax 9)
R+ O <M (10)
O£ R (11)
L =Ita1+ R+ O0-aq (12)
Wi He, L, On Fi, o, e 2 0 (13)

ZUSHT 533A K52 20049 10¥



Loiatel JiANzto] hgo|of ojxl= Aol TE AP

EE3(objective function)dl (2)e EF¥
HLPAY £& EDLPAY AAe o|g izt
dhe Aol EFoltt, BN HE ulg} o)
THE o]YRddA GREL Lvjite *9134 H]
£ #iddct. EDLPAYS 7 $de
¢ D(t)E #HE @l Hz v gL FE 13“} s

AsHA Bt wde] HLPAE Y A $ole B4A
7N AtA ez 1A % ﬂ°l EAete 2
Folle E3H|8o] BAEA doh. FAv4e wiE

9 H&PE ARl 1 7|7k ‘“‘“35} Ze) g
2 AEHE Holglth. E3E o]Yrddn &
ol He AzxYae AMLS dusle B
Z B3 8 (aggregate production planmng)
ALt Holth, AxYAe A LS 15
agste Ao] Exeltt, o3 E-EE 243
71 18 FoREd 0E Pasds g
Ae FRRAALE ALY 22448
| Sk

==

o

9‘\_

i rlo ¥

o}t
-

44¢] 7l sl it 4 ?‘45‘-5}0}7]

of detzloz ulzel 671Y WA 1d Bt 7
ol Lo BE7] 9std ZEare] £ sjuA,
282 ¢, ARE, AurE 55 AFse o
‘ﬂ"]‘:}(Connell et al. 1994). Eilon(1975)¢ ¢}
s FEHAG = O 7Y H2ae] it
It B olrddM ARgHoA HI
< FIAA A =Z2aHY %Y (mathematical

Q)

linear programming method)& A€gct 1
o]TOr_‘: FEA Ay T2 vl Wo] AT

° U%H 43 g dA ke Aol

EERI R P
AR 2o & AFT A%

dn 9E A% Agat. =7

A ol 3
B e WEIE 9U AWIES Fas
BN PIES ALgels wuge ¥

HASATE 5337 ®M52 20044 109

=& HA3 AHFL AX7] Q2o o] WYL
AEsl.

ZETFA (2)9 Z23E 7] daMe 3%
B (13)74A9) A ZZA(constraints)e] HLst
9. A% 214 Q)RH (M7AAE 2 =g
g A%sdoln (8)FH (12)& AzxYA ] =3
g AgzReltt olAY (13)& FFoE FH4d

Azt S4(3)L GollM AA3) 49E
¢ Fo¥To)n F4(4)= EDLPAYY 7%
Zuf7tAo] ppE @ HLPiHLQ_?J Avolle 2
B vl wet ppold pE & polA py
2 Agdtes Aot AAEEA ue (7))
HE upgh o] 0532 19 #HE Ze ok
(binary variable)oltt, & vz} Qo]® pi= pLo]
53 1o] HW pyr} €A}, ® —1 )= oA A
W3t 7 o2 EDLPAEY 714.& HLPAYY
33X 744 (pw) 2 Q°17]'7~‘1 (pL) "}°]°ﬂ AR e okt
e Adxdelt, £54(6)2 cl4bdsal o7}
Ooj® FEH]&o] HVJ} 3 lojd FEujgo]
AstAl tethe Atz

A%z (B)FH (1DHAE AxPAe 22
F&% #99 Adzdo|tH(Masud and Hwang
1980). T (8) dA(t) I2ate & A
21Ht-1)9) ZEAY Foll 1717 Fo] MEFEQ

189 22AFAAM dnE TEAFE W gho)
0. B54(9)e Adue 4 Fe =FA%
9 A A7) WE] 229 Fo Hu AR
7b EAGTE ot 54(10) HAA] 284
o AN AFY Fob 2AITFATY Pard
AFA o & MY ¥ (production
capacity)# Zololdtths Aot} BE4 (11)
PAA 2RI AR A F $71 22 TA
o ANE A Fe FERT gAY gojorditie

rir

rr

==
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Agzdeltt. F4(12)2 AxPAY dAA(®t)
AnFEe A 717Ht-1)9 AnFFAA B4
ob 23z AN && ditn FEFE A @
olghe Aojth. FFHE odrddME AxdAw
o] AxE 7z A =Ho itk Lamberto
Pohlen(2001)o 9&tH AL H-AH] £ (inventory
holding costs)& A Fo] HFAM|AAA 77te]
tbasE o AAE Frke) wEe vl
AnE Bfdhe ARG AzxgA Ang 2
dh Aol Al AA9 HEE 2Y 7 Ade A
ojty, mde| slet 7HgelA FELL8AZHead-
time)ol ¢tz AFA7] wEe] HdAA S v &
< Zolx o|YE T HaAM e Az
o] Ang Bfste Aol HAzd mdojgdn @
& Aok e Az (13)2 ¢ 22 7%
3o ARHeE Yo 0BT AU Zojofdit
© Aot}

EXTee Atz

F87b AdAA HEE Yepd

F Qv

e
ot m

ol

-

ot o o

270
=

sl <l
A 3

Bel 5%, 2039 7 @ VAR,
8o A%, oy A gaeigel $F
A 9L 2n W WEd T FRE
HMRE 7] dAAE oldE 245Y $7E
HAAZoEA oW 247 Agoldd F2
e vAEA 49 £ o,

—

l

E

“

5

hud
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I, A& C|XIQ)(Experimental Design)

Agol ZAe HLPAY® EDLPAY F ow
Ado) o Be o]YS FEam JY=uF Fojr
Hojth, Exstpot Aoz T 8 B2
Zold A o]Yo] YL viA= FoY 2
AR T 4302 Fol YL AdPn

L
.

to

&
=
=l

3.1 Ay 4(Experimental Factors)
EEetre a1 ALGxAE EdE 1079 43
S2E (FE DA B uis} o] 248 4 9
o 7zt e s4rt E&(high) FEH ¥
(low) %9 F FF& Fof oZ2A oY
dEg vxeA gAY, M F8% 84
o 89 AHZ Ade FagrM AEE
Bl a9 F3o Apdol o] g nlA
+ itk a9 kol

UER7] ool
e 0.29 @<
AEE
Foll=
7H4d) dg Uzest o Az Al
o8& Ayt A g ol
ol o2 47 $2005 $4002E

H| &8 A HLPAGAM S B4dth, HLPAY
oA 717Ht) S 194 127/ 2 FE A 699
VARGl shEstth. FRM) & ()& 7HAHFo|
Hojd 2L FAsted e HedS AHsho
gt gl MAY o nith g2 M= uf
Z9x1%/ 6, F& FFAA ZWx2%/62.5

et 2922y

olr

lo

T

[RaR

o} .2

H=
AR
T

—



Sofate) 71ATEt0| Af20ldol| oixls o BE AT

5072 Hetict.

3.2 4y gd

EDLPAY Y A% 99 847t 451 HLP
Adel Agoe ¥ Rolgke 847 shit o
F7b 5 10709 g4t Aedd. 74 ganid &

daE sof 97l d#e] EDLPAYY 7% 2,
HLPAES 7% 2'%e 49& ajof gt} A
3 w28¥E F0|7] 9434 orthogonal arrayg
TEW 431 ARAeR AEE T & Ut o]
Age 5 #gd2 =Ho dn 5T Hd3HE
(interaction)e] A&l A &7 wF
2 ol&de AAH Z
2E& 4 3tk Orthogonal arraye vl=3 dE

M B2 GaE AloloA AFEol foh(Phadke
1989). Taguchi(1987)% 18789} &= orthogonal
arraysE %HEO] ESIth o g 847 9l
2 1070l 7 #ES 9gy] WEd 18749

EZ orthogonal arraysZdA Lig? LpE A&

(ol

&
d

=2

<

orthogonal array=

u

N T
al(high) A (low)
F89] A4 (a) 0.2
HANEEP) 15
20 B (cr) & 2 $200 & F $400
7200 & (cp) o &Ax2%/ 6 WE&Ax1%/ 6
A2 H & (Cy) 33000 $1500
22 2H48-(C,) $4500 $2250
184]&(Cr) $2400 $1200
] &(Cr) $2000 31000
A 3H]-8(Ch) $6
AAHE(M) 10074 507}

AASAT H33H M5E 200444 108
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& 4 Sl Aol Bl Fd A 7he] o]
Apole] AE BAsIE gFAEALAN S
ok 87] WEol| La2 A3ttt EF orthogonal
arrayQ Laoo w2t 2+7} 32¥9] A4S ssic).
Large-Scale GRG solver® Abgdt 43S
ott}. Large-Scale GRG solvere ¥]A& HA
S5 Fohe Tragoes ALdzxAS Al
1 AREFE AN BEXFFE AMEe
=oisith. AES syl Aol 2 72 o Eed v}
Aol itk 29 AYYF £5& FAE &
ke AR 700002 nAd AAEH A
19 224 & 80¥oln Z/|AnE 028
T A 28E & 2] 12000705 AYAke
At 7Hgdgt, Agel A EDLPAYS
A ARS & 3 HAY pert FEHAE 2 #E
HLPAE 9 Aokzde] Yu AEE st

Hu

N

S
=
=2
2
T
il

AEZA0E EUR ojd g4} HLPAHEY o
ol o felahA 4TS vlHn derts BN
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3 8624011 31.89 8430794 33.76 193217 1.87 73288
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5 7732370 55.74 7576172 56.19 156198 0.44 16580
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Intercept -0.49 0.6320 -1.30 0.2067
T8 A4 14.79 <0.0001 4.23 0.0004
AN E(B) 7.08 <0.0001 0.05 (.9620
FeH () -0.27 0.7895 0.59 0.5635
F200) & (c,) 0.09 0.9251 -1.26 0.2201
FATZHL(Cy) 0.39 0.7005 -1.34 0.1937
Z22284(C,) 0.69 .4960 2.23 0.0371
&R &(Cr) 0.37 07154 1.31 0.2057
& ] &(Cy) 0.56 0.5791 1.80 0.0866
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HLP, EDLP and Channel Profits

Hyungsik Kahn*

Abstract

Many researchers assert that “everyday low pricing’ (EDLP) generally outperforms “hi-low
pricing” (HLP) in many marketing channels. For example, Ortmeyer et al. (1991) point out
that EDLP helps reduce labor costs due to fewer special displays and lower inventory costs.
Lattin and Ortmeyer (1991) contend that EDLP reduces advertising expense due to less
frequent promotional advertising. Lee et al. (1997) assert that EDLP stabilizes the peaks
and valleys in consumer demand induced by frequent price discounts, reducing the need to
maintain large safety stocks throughout the supply chain. While EDLP strategies may be
appropriate for products or services with constant underlying demand patterns, some items,
such as clothes, toys, and bicycles, have attributes that produce seasonal or fluctuating
demand patterns. When underlying demand is seasonal, EDLP strategies do little to
stabilize demand. If demand is price sensitive, however, HLP may help attenuate and
stabilize the naturally occurring seasonal demand swings. When the amplitude of the
demand changes is dampened. suppliers may need to make fewer, or less extreme, capacity
changes, thereby reducing production costs. In this study, we search for the operating
conditions, such as demand pattern, demand amplitude, customer price sensitivity,
production change cost structure, and promotional cost structure, that favor a HLP pricing
strategy.

The profit function is characterized for an integrated supply chain in which pricing and
production planning decisions are considered jointly. The experiments are designed to
simulate a variety of operating environments based on the identified factors. The results
support the assertion that the integration of demand management with production planning
process increases the difference between the two supply chain profits, as long as the

* Assistant Professor, Business Administration Division, Hankuk University of Foreign Studies.

1326 AY ST N33 M52 20044 109



aofalel 71xeto| xfdofolof oixle FHol st A7

underlying demand is seasonal. When this is the case. EDLP strategies do little to stabilize
demand. If demand is price sensitive, however, HLP may help attenuate and stabilize the
naturally occurring seasonal demand swings. By dampening the amplitude of the demand
changes, manufacturers need to make fewer, or less extreme, capacity changes, thereby
reducing product costs.

The main findings are summarized as follows. First. the main effect of the profit difference
derives from both the revenue effect and the production cost effect. Given the same demand,
the HLP retailer's average prices are higher than the EDLP retailer's because the HLP
retailer sells more products at the regular price at the peak season than at the deal price in
the off-season. As the seasonal effect is stronger, thus, the HLP supply chain outperforms
the EDLP supply chain in any operating conditions. On the other hand, the HLP supply
chain’s lower average unit costs are less than those of the EDLP supply chain, when the
underlying demand is seasonal. As the seasonal effect is stronger, the HLP supply chain’s
average unit costs become lower and lower than the EDLP supply chain's. The reason is
that the HLP supply chain has two cushions to relieve the seasonal effect: the price change
and the optimized production scheduling, while the EDLP supply chain has only one,
optimized production scheduling. Accordingly, the HLP supply chain lessens seasonal
demand swings by optimizing the total production for each period based on the demand.
Second, when the underlying demand is seasonal, the HLP's production cost savings can
compensate for the promotion expenses. The previous literature asserts that EDLP can save
on promotion expenses due to less frequent promotional advertising. Our results show that
the HLP supply chain's production cost savings as compared to the EDLP supply chain’s
range from 0.08 to 2.53 percent of the total revenues. The average of the HLP supply
chain’s production cost savings is 0.60 percent of the total revenues. Thus, the HLP supply
chain is more profitable than the EDLP supply chain because the production cost savings

are higher than the promotion expenses, even though the revenue effect is removed.

Key words: Marketing Channel, Pricing Strategy, Production Planning.
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