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ary pressures and constraints on their 
ability to increase prices. 

At least half of respondents in Europe, 
Latin America, and North America an-
ticipate no more 
power to increase 
prices than they 
had one year ago. 
On the other hand, 
respondents in 
China and India—
where both domes-
tic demand and 
exports continue 
to grow—do fore-
see greater flexibil-
ity to raise prices, 
regardless of their 
views on inflation.

Notes: 
1The McKinsey 
Quarterly con-
ducted the survey in 
February 2007 and 
received responses 
from 3,216 global 

business executives, of which 43% hold C-
level positions.

2Inflation rates from 2006 to present: 
Australia = 9 percent; China = 8 percent; 

European Union (including Eastern Eu-
ropean member countries) = 9%; India = 
7 percent; Japan = 1 percent; and United 
States = 2 percent.
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Source: February 2007 McKinsey survey on inflation and pricing
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Pricing power

expect to have more power (Exhibit 4). Half of 
respondents in North America, for example, do 
not expect to have more power to raise prices. 
Yet in both China and India, at least 45 percent 
of respondents do anticipate a gain in pricing 
power over the next year.

Executives around the world face inflationary 
pressures and constraints on their ability to 
increase prices. At least half of respondents in 
Europe, Latin America, and North America 
anticipate no more power to increase prices 
than they had one year ago. On the other hand, 
respondents in China and India—where both 
domestic demand and exports continue to 
grow—do foresee greater flexibility to raise 
prices, regardless of their views on inflation.
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Do you expect to have more power to increase prices in the next year than you do now?

 Source: February 2007 McKinsey Quarterly survey of 3,216 global business executives
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In a decision that will have pro-
found pricing impact, the Su-
preme Court overturned a cen-
tury-old ban on restrictive pricing 

clauses between manufacturers and dis-
tributors or retailers. In an ideologically 
divided 5-4 decision, the High Court 

ruled that the practice of producers dic-
tating prices to business further down 
the channel was no longer a definitive 
violation of the Sherman Antitrust Act. 
Instead, the majority said that the im-
pact on the consumer, and competition 
in each individual case, would deter-
mine the legality of pricing agreements. 
 
The ruling provides much more pric-
ing power to manufacturers, which has 
eroded greatly with the rise of the in-
ternet. Makers of premium goods, who 
want to sell through high-touch retailers, 
can now prevent online discounters from 
undercutting prices and driving down 
the profits of both retailers and manufac-
turers. To avoid the restrictions that the 
Supreme Court just overturned, manu-
facturers resorted to “Minimum Adver-

tised Price” (MAP) clauses, which would 
legally restrict prices retailers could ad-
vertise. This is why you see “price too low 
to show” instead of actual prices in some 
ads and on websites like Amazon.com.  
In addition, producers may offer rebates 
or other discounts in return for agreeing 
to certain pricing terms. 
 
In theory, the new ruling will make such 
arrangements more transparent and easier 
to manage, although as dissenting Justice 
Beyer noted “[the ruling] will create con-
siderable legal turbulence as lower courts 
seek to develop workable principles.” 
 
Stay posted. If this ruling will impact your 
pricing policies, hopefully you have been 
preparing for it. If not, then you need to as-
sess the impact and opportunity urgently.

Supreme Court Overturns  
Ban on Restrictive Pricing Clauses

Mimiran’s Reuben Swartz 
analyzes this recent, critical High 
Court decision affecting pricers 
across the nation. We’ve reprinted 
this piece with permission from 
Reuben’s blog, “Dollars and Sense.” 
For more information, contact him 
at: reuben@mimiran.com or visit: 
http://mimiran.blogspot.com/.
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