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It is a mistake to try to look too far ahead. The chain of
destiny can only be grasped one link at a time.

Managing
Marketing Channels

Sir Winston Churchill

Dr. Paurav Shukla

£

Obiccti Marketing / Distribution Channels
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m Work Performed by Marketing Channels = Time utility
m Channel-Management Decisions = Delivered at the right time
m Channel Dynamics m Place utility
= Retailing = Delivered to the right place
m Possession/ownership utility
= With appropriate legal requirements
How a Distributor Reduces the
Number of Channel Transactions
T Firm infrastructure
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g_:g Human resource management
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Procurement

A. Number of contacts

without a distributor
Market- MxC= 3=
Out- _
Inbound | Opera- ing
PN - bound
Logistics| tions s and
Logistics
sales

||

Primary Activities

NN e 12
ﬁ ﬁ = Manufacturer = Customi




£
ety o4 Bt

How a Distributor Reduces the
Number of Channel Transactions

" with a distributor
MxC=3+3=6

£
ety o4 Bt

Designing distribution channel

m Channel objectives
= Intensive distribution
= Exclusive distribution
= Selective distribution

m Channel strategy

= Segment targeted by supplier

= Differential advantage
m Channel reliability

= Motivation

= Control

= Commitment
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Distribution Channel Functions

Information
Communication
N~

Transfer

Negotiation

Physical
Distribution

Ordering

i
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Risk Taking
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Channel options
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Intermediary

Direct marketing Salesforce marketing
channel

* Internet
* Telephone

* Mail

« Catalogue

+ Own salesforce
* Another firm's
« Contract force

+ Merchants
* Agents
» Facilitators
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Consumer Marketing Channels

0-level channel

Consame]
1-level channel

} Retailer Fl—)‘Consumer’\I

2-level channel
Mfg Wholesalef} | Retail

F]—)‘Consumer’\l

3-level channel

Mfg ’]—)‘Wholesalelﬂ—)‘ Jobber “—)‘ Retailer F]—)‘Consumer’\l
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Industrial Marketing Channels

Manufacturer

Industrial
distributors [=»

Manufacturer’s
representative

Manufacturer’s
sales branch

Consumer
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Conventional Distribution Channel
vs. Vertical Marketing Systems

Conventional Vertical
marketing marketing
channel channel
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Consumer

Comparison of Distribution Channels
Between the United States and Japan

Automobile parts: United States

Manufac-
turer

Jobber buy-

N Installer
ing groups

51%| Warehouse
distributor

—>‘ Jobber ‘—’

—>‘ Customer

I ¥ T ¥

1 10% 1 1 I
L 1 L |

18% Mass
merchandiser
21% Repair
specialist

Primary channel
777777 Secondary channel

SOURCE: McKinsey industry studies
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Comparison of Distribution Channels
Between the United States and Japan

Automobile parts: Japan

Automobile makers Independent Repair parts
affiliated parts parts makers makers
makers | |

bl —T

1T Special agents

‘ Automobile makers

| 1

Dealers +—1 Cooperative
sales i

B \
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2nd-level ‘

Ci‘“_l
Retailers ’— j
l Gasoline
Large users l l stations —‘
Automobiles
repair shops

End users ‘<7

Sub-dealers

SOURCE: McKinsey industry studies ‘
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Channel Management Decisions

Selecting
v
Training
v
Motivating

v
Evaluating

FEEDBACK
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Legal & Ethical Issues in Channel

Relations

Exclusive Dealing
Exclusive Territories
Tying Agreements
Dealers’ Rights
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Classification Of Retailer T%/pes
Store Type Length and Breadth of Product
A ¢ ¢

‘ Specialty Stores Narrow Product Line, Deep Assortment

Wide Variety of Product Lines i.e. Clothing,

‘ Department Stores Home Furnishings, & Household Items

Wide Variety of Food, Laundry, & Household

‘ Supermarkets Products
. "\  Limited Line of High-Turnover Convenience
Convenience Stores > Goods
. ;'\ Broad Product Line, Low Margin, High
Discount Stores > Volume

Inexpensive, Overruns, Irregulars, and

Off-Price Retailer Leftover Goods

Large Assortment of Routinely Purchased
Food & Nonfood Products, Plus Services

Broad Selection, Fast Turnover, Discount I

‘ Superstores

Prices

‘ Catalog Showroom
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Wheel of Retailing

Mid Price

Mid Status

Mid Margi
Low Price

Low Status
Low in

High Price
High Status
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