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Distribution System — the series of
Institutions and functions linking
manufacturers to markets

= A PROCESS STEPS FOR MEN'S COTTON SLACKS 4:! E
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What Is a Distribution Channel?

Set of interdependent organizations
Involved in the process of making a
product or service available for use or
consumption by the consumer or
business user.
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So many steps...so many inventories...so much time!
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Set of interdependent
organizations involved in the
process of making a product
or service available for use or
consumption by the consumer
Or business user.
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Why are Marketing Intermediaries
Used?

@ The use of intermediaries results from their
greater efficiency in making goods available to
target markets.

@& Offers the firm more than it can achieve on its
own through the intermediaries:
= Contacts,
“ EXperience,
# Specialization,
= Scale of operation.

& Purpose: match supply from producers to demand
from consumers.
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A Dlstrlbutor Reduces the Number of
Channel Transactions




The Value of Intermediaries

Copyright 2003 MoGraw-Hill
Ryerson Limited 15
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Istribution Channel Functions

These Functions Should be Assigned to the Channel
Member Who Can Perform Them Most Efficiently and
Effectively.

Risk Taking Information

Financing Promotion

Physical

Distribution JOIEL.

Negotiation Matching



Distribution System Management

Channel Functions:

research o N
market contact /
S
assortment |
physical distribution N
inanci cavas T
financing it s
risk taking ( it )
ey o

negotiation S~
storage
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Strategy Decision Areas in Place

Place objectives
I

‘eve‘ !eswe!

Direct Indirect

Degree of market Middlemen/
exposure desired facilitators needed

How to manage
channels




Manufacturer

Consumer

Manufacturer

Retailer I—»

Consumer

Wholesaler I

Manufacturer

Manufacturer I—»

Wholesaler I—»

Retailer I—»

Consumer

Jobber I—»

A. Customer marketing channels

Retailer I—»

Consumer

Manufacturer I

Business
customer

Manufacturer I

Manufacturer

Manufacturer's representatives
or sales branch

Business
distributor

Business
customer

Business
customer

Manufacturer

ETETTN
TN

Manufacturer’'s representatives
or sales branch

B. Business marketing

channels

Business
distributor

Business
customer




Alternative
Marketing
Channels

PES OF MARKETING CHANNELS

Consumer
Goods

-b— Agent/Broker j = pl Wholesaler |= --

Business
Goods
-------------_-----------_---
User
—- Agent/Bmker.---—-——------—-—-—--
——————-————b— WI'IOI.ESEI.'E]' - o = e o o o o o o

Retailer

Retailer

Business

Business
User

Business
User

= p{ Agent/Broker = = i Wholesaler |m = = = = = = = - == BUJNESS
5er

Services

Consumer or
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Business User

Service
v -hAEnthkel’ N OB SN N OB B S B B S B W B O O O .
Provider il ~




A R N R k1
e~ % ie LR~ SR

;

1

P

I

l

P

o
¥

HER N RGa% B ¢ % RR
9 i o 32\7" h— v };, %-]% &“@%
]Q &Abﬁﬁ 2 T 2 2 o—

P T FeW B AR E




Most Common Distribution Channels

Manufacturer I

‘ Wholesaler I

‘ Retailer I

‘ Consumer I

LLEL

Ryerson Limited




Wwhy a Firm May Want to Use Direct Channels

Greater Control

Value added subsequent to
production process
Direct contact with

Customer Needs

Quicker Response or
Change in Marketing Mix

Some
Reasons

for Choosing
Direct Channels

Suitable Middlemen Not
Available




Managing Channel Relationships

Key
Issues In

Channel
Management
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Conventional Distribution Channel
Vs. a Vertical Marketing System




Vertical Marketing Systems

Type of channel

Characteristics Vertical marketing systems
Traditional
Administered Contractual Corporate
Amount of Little or Some to Fairly good
cooperation none good to good SRl
Control intained Economic One
ONtro rtr)lam ane None power and | Contracts company
y leadership ownership
Typical
General , .
Examples inde- Electric McDonald’'s | Florsheim

pendents”
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P 4" e
Types of Vertical Marketing
Systems

f

N
5 f Contractual VMS
e[§;ree O Contractual Agreements Among
irect Channel Members i.e Western Auto
Control &




R Y, 4N

Types of Vertical Marketing
Systems [V

ertical Marketing
Systems (VMS)

Contractual l Administered
VMS VMS
Wholesaler Sponsored Retaller Franchlse
Voluntary Chain Cooperatives Organlzatlons

|
Corporate |
VMS

—
Service-Firm-
Sponsored Retailer

Man ufactu rer- Manufacturer-

Sponsored Retailer
Franchise System

Sponsored Wholesaler
Franchise System

Franchise System



Innovations in Marketing Systems

Horizontal Marketing Hybrid Marketing
System System
Two or More Companies A Single Firm Sets Up
at One Channel Level Two or More Marketing
Join Together to Channels to Reach
Follow a New One or More Customer
Marketing Opportunity. Segments.
Example: Example:
Banks in Grocery Stores Retailers, Catalogs,

and Sales Force



Hybrid Marketing Channel

n
Catalogs, telephone, Internet Consumer
segment 1

Consumer
segment 2

Retailers

Producer

Business

Distributors Dealers
segment 1

Sales force Business
segment 2




Hybrid Marketing Channel
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Changing Channel Organization

A Major Trend is Toward
Disintermediation Which Means that
Product and Service Producers are
Bypassing Intermediaries and Going
Directly to Final Buyers or That New
Types of Channel Intermediaries are
Emerging to Displace Traditional
Ones.




Market Exposure

What Market
Exposure
Fits the
Marketing Selective
Objectives

Exclusive
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Traditional Definition and Redefinition of the Supply Chain

Flow of products, information and finance

Supply Chain (traditional) Distribution Channe!

v
v

RawMaerals Supplier Manufecturer Whdesaler Retaller

v

Consumer

Value Chain = Integrated Logistics = Supply Chain (redefined)
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® 4 Features:
—1. High density of middlemen
—2. Channel control

—Everyone in channel is tied to manufacturers
thru such things as: inventory financing;
cumulative rebates, merchandising returns
and promotional support

—3. Business Philosophy

—4. Large-scale retail store law and its
successors

—Most In Japan and in the U.S. see the
Japanese distribution as a “major non-tariff
barrier”
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Seven-FEleven has a network of 26,580 stores in 18 regional districts around

the world.
Nu-w;ny ,:‘_-F'S_v edan
s DP"II‘I‘IHI’K Sl
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' e Japan
“@ Taiwan
s Philipines
Malaysia Guam
Singapore i
_. Australia
Japan 10,389  Canada
U5 A 5,791 | Mexico
Tatwran 2,625  Malaysia
Thailand 2,590 | Austraha
South Eorea 1,220 | Philippines
China GG Singapore
(*Beiing
53 Maorway
Feb.2000
' (the 27th
term)

Total Store

dr e ﬂm. C'Om gales 1,963,972.

(Million

Yen)

Revenue

from

Operations 327,014
(Million
Yen)
Ordinary
Income
(Million
Yen)

Net Income

(Million 68,234
Yen)

Number of
Stores at the 8,153
End of term

140,150

i‘_“ Canada
.___u_.:?_.ﬁ;.& e
Mexico " v uarto Rico
4590 | Bweden 7o
432 | Denrmarke 45
247 | Turkey 23
320 | Puerte Rico 13
234 | Guam a
218
77 | Total 26,580
Feb.2001  Feb.2002 | Feb.2003  Feb.2004
(the 28th | (the 29th | (the 30th | (the 31th
term) term) termy) term)
2,046,640 2,114,013 2,213,298 2,343,177
346,916 365,943 400,664 445,413
147,157 153,789 159,639 168,892
78,374 83,200 86,547 91,475
5,602 9,060 9,690 10,303


http://www.sej.co.jp/index.html
http://shop.7dream.com/default.asp
http://shop.7dream.com/find/syst/ban/ban_01.asp
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http://www.mitsukoshi.co.jp/
http://www.mitsukoshi.co.jp/mailclub/ginza.html
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http://www.walmart.com/
http://shop.avon.com/avonshop/
http://shop.avon.com/avonshop/
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http://www.llbean.co.jp/webapp/wcs/stores/servlet/ShowCatalogReq?cat_id=UH&storeId=1&catalogId=1&langId=-1&catreqaddr=Z
http://www.wal-martchina.com/english/index.htm
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Buscar en Selipia o i ' [ tiendas espgcmles
m a a wﬂ‘m ﬁ@(i TV 32" pantalla plana panorémica Y Servicios
@ 100 Hz -
. - L] s Entrega en 72
tiendas filll = il h:
Alimentacion: ahora: 8 Tarjeta E\
| = Supermercado 49€ 8 Regalo .

|z Chb del R et Tienda =
| Gourmet - - Expres =2
|5 vinos iahorrate 150€! T.e?ma
|ficio v Cultura: | z : 2 || de
| = Deportes INFORMATICA ordenador -- 7 | ELECTRODOMESTICOS Ragalos
| = Juguetes Inves zafiro e | Lavadora -
| == Pentiumd 236G S givod Ofertas
:i I‘I:f:ggiocsa = 5122,’:\‘1 =1 G§B€ IOE | Marca exdusina B Especiales 4
| = peliculas a Aho 1’15?“ = por solo: @ Seleccidn m
| = Wenta de L=, | o) . = de Moda
| Entradas = Do Suscribete a
= Wideojuegos - | i il nuestro
| Informatica: DEPORTES ; B Bol_e_tln
| = Hardware, s gagcsnéfas

Software... familiar 2

: Catilogos

| Electrénica: :NT;E; s 2 CD D\.fD o || g
= DWD, Fotografia, T i J g oo n/ "' ——

Imagen v Sonido € 0 siventpa ! ) 11 o\ L0, MASVENDIDO
| = Tele%uni; 69,95 SIN INTERESES i hasta ™
| - |» En Coches

| ?Oqa“ Grandes ofertas y descuentos en todas las secciones |8 En Deportes
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http://www.covisint.com/

GlobalNetXchange

Formed in February 2000, the partners include:
Sainsbury's; Carrefour SA, the largest retailer in
Europe and Latin America; Kroger Co., the
largest US retail grocery chain; Metro AG, based
in Germany and one of the world's largest
retailers; Coles Myer, the leading retailer in
Australia; Pinault-Printemps-Redoute SA, the
number one non-food retailer in France; and
Sears, Roebuck and Co., a leading US retailer.


http://www.elcorteingles.es/
http://www.covisint.com/

{ KO o S

¢ IE&‘IE'?H% Y | \_qﬂalapj T HE -
'fwﬁ I Jor JeF =SB Bl A (B LSRR u;:«—h
%Eﬁ %vxv Z : OE% J—"%F ? éz[ [E “E j)’—:FE J

W] > ==X

(' = w JIRC Iy Q[J'l"i . ELETLQ 14 I%U[ﬂ:% 'E il u, [ﬂj
i%if\ 5 = H‘Yl“lﬁ.‘ﬂ ;[;E,HI '%JEF‘I;JF E % E L ﬁ F E

SE- A %{HF
ok f@ﬁ L
Eﬁé‘iﬁ% . *Fﬂ G iogff?— —k{»réw :JE F[J;;;EEEJ Erai ul+j‘| “ﬁhﬁ%
TEE *Elirﬁlrﬁﬁ’ o ] IHEIIEI%H Tl
» My iﬁhlﬁﬂ JHIH@ E
& Pt Fjp féff”él o

o
S i i = IFVFE‘IDEE&' EhEn

- SR A B R S (T v e
U S SRS T
3.5 T Hfuigu—e
» BRI - -
— LT o PR YRS R CRLF ] P8 AL 5 R RS |
[ s ) %[ g5 EJ*%Z T RS A
izl e s el B Lol T
T}\;ﬁg#ﬁ, A }FIE“ﬁJ,LE 1 ?[ﬁﬁié\r%ﬂhgé? ) EJ[@}%’F 1 ETH S ET S
]



*

Yoy 2 Al - A

M. D. C (DiStrihutionCenterBuilt by Maker )
= FUE g e T P e DS S

W.D.C (Distribution Center Built by Wholesaler )
~ RS IRy P e - PRI

Re.D.C ( Distribution Center Built by Retailer) ’
. F‘FFIFF”F' Fﬂfl’;&"_{ IREE AT IR L E: Fi g

R.D.C (Regional Distribution Center )
— WIEEV PR LS BT BRSPS IS P o

C.D.C (Distribution Center Built by Catalog Seller )
- HIﬁlé‘ﬁiﬁﬂﬁ%ﬁ'ﬁﬁﬂ@%ﬁﬂﬁ?ﬁ%j VPl o PP

T.D.C (Transporting Distribution Center )
EDESCHFRE A SRSl E ) Y ACEENE SN EP R R SRR R Ay o

i -

P.D.C (Processing Distribution Center )

SUE R B AT PR o o JIRUR PR e R % R -

B £

", - 7
YRIETE! 2

e



e

] : rif
| | kit X A Hm - 34 -
SR ATE - Wk F et i T T L -




er

P 2 il R A

',"‘-—»A I_§

I E|

-~

é“ - w M—{EZEEE
) BEGuBRERDS

Retail Support International
http://www.a-net.com.tw/sample/

.«PFFE[ /S]] i/éﬁl lﬂjc |0 PP FF#ITE“I;L_E‘/
IS Ly S5 REOSE A
FRaER - P%ﬁ%% [ (RIS RS 4 oL
FFI' @EFF A e = [ﬁ“‘J}Psrjr Fu_,_ S F%:EE =
v EE'"FZLF;.J:'JU J_R[—Mrkg | :[t . V%EE I—:%Fh
| Ryt gﬂmﬁal% I’E;B%/‘gﬁi&[[ﬁ ET7-11
UBFEET il - R \Hﬂﬁf Fl-e o g ]
ks CEN T S
= 'if}:li E[H["}yﬁli j\EEa’?k}'_f Iqul—k I 'FI(‘JQE
ETHI/U\ » [H F > FHEMEAY 5
Eli_li\fjﬁi 0

ot JEoC

B umE 100F
far'w.rn HEEE Tos0n (21258

&E0C GEEE
Ha2E R
I0m | 124m?

BEEF |oit- FE-

BE—EB B0 E
w—EE 1965
[ HE

! *‘“‘/
F"'Iﬁb

oR IC-BiE | CF - BNIC

ME fUE
oE 46 &
E

SN ¢ 20000215



fP’J{) F[JFI NE == ZE[-%_J.EJ |:?§4Jq§f}}?JB NN F]J




14.3 { &Hifgi= (Distribution Patterns)



http://www2.victoriassecret.com/catalogue/view/cover.cfm?ctlg_cde=LF
http://www2.victoriassecret.com/catalogue/view/cover.cfm?ctlg_cde=LC
http://www.limitedbrands.com/index.jsp?refresh=yes
http://www.limitedbrands.com/about/vs/vsb/index.jsp
http://www.seeing-stars.com/ImagePages/RodeoDrivePhoto4.shtml
http://www.seeing-stars.com/ImagePages/RodeoDrivePhoto1.shtml
http://www.seeing-stars.com/ImagePages/RodeoDrivePhoto3.shtml
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547
675

60
170

SOURCES: International Marketing Data and Statistics, 21st ed.
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¢ Channel design is determined by the following factors:

— Customer - demographic and psychographic characteristics
of targeted customers can have influence the selection of
distribution channels.

— Culture - existing channel structures of the targeted markets
can Influence the selection of distribution channels.

— Competition - distribution channels used by competitors
may prove to be the only ones available or the most efficient
and effective. Alternatively, using distribution channels
different from those used by competitors may provide you
with a competitive advantage.
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— Company - the company's objectives for market
share and profitability may influence the selection
of distribution channels. The company's familiarity
with or preference for certain distribution channels
may also influence the selection.

— Character - the product's character (size,
perishabllity, service requirements, etc.) may
Influence the selection of distribution channels.

— Capital - the financial resources and the financial
requirements of settings up channel systems may
Influence the selection.
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— Continuity - companies need to consider the
distributor's view of the length of the relationship,
and If any advantages may arise from longer-term
relationships.

— Communication - proper communication helps to
convey the company's goals to the distributor, solve
conflicts, and aid in the overall marketing of the
product. Communication must be a two-way
process and should not involve dictating orders to
distributors,
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— Cost - the expenditures incurred in maintaining a
distribution channel once it is established can
Influence the selection of a distribution channel.

— Coverage - companies often enter a market with
one local distributor and expand the distribution
base as volume and sales areas increase.

— Control - the length of the distribution channel and
the nature of the relationship determine the amount
of control the company has over pricing, promotion,
and placement of the product.
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Non-Store Distribution

ZE-tailing
Z>Telemarketing

ZVending Machine
Kiosks, Carts

2 Direct Selling
~>Direct Marketing

Copyright 2003 MoGraw-Hill
Ryerson Limited 19



i’iﬂ

I BEBETH 2 TR0 E

Fix %2 = A ST
PR RiE i it
o o o e
i it (i %
(a3 % IR B
FEF B
T 7 :
4 B i A
7% % B 74 q

" i
B

[t

z

%

%

[t

==

7

T\ Ty

<k

T



Distribution/Storage Mode

P

Vehicles -
=% Wa te

- Y M

Copyright 2003 MoGraw-Hill
Ryerson Limited 23




East-West Distribution Mentality

Wholesaler Wholesaler Wholesaler

Import House End Buyer

f Cost 25%-50% higher for consumers in Japan

East: Japan- Basic Marketing Objective: Relationship-permanency-pay per existence

Manufacturer Wholesaler End Buyer

West: USA- Basic Marketing Objective: Efficiency-Pay Per Performance




East-West International Distribution Mentality

Large Medium Small Retailer
Manufacturer Wholesaler Wholesaler Wholesaler

Efficient
Global Import House End Buyer

Distributors

(e.g. JTCs)

Expensive

Globa WEST e.g.USA
Distributors

(e.g. EMCs)

Manufacturer Wholesaler End Buyer




East-West Distribution Mentality

Wholesaler Wholesaler Wholesaler

Commission Structure (PPP-loyalty)

JIT (small apt. small retailers)

Multiple Visits Per Day to Retailer by Small Wholesaler
Return Policy- 2-way Channel

End Buyer

Credit Extension- 150 days at low interest (0.06% now)
Employment Buffer-economics environment

Natural Import Barrier-trade policy

Cultural, Political-Legal

Manufacturer Wholesaler End Buyer




Determinants of Choice of Channel

1. Product Requirements (Perishable lettuce, sensitive apples, fine china,
scratched cars, beer without freshness, moldy cakes,...)

2. Logistic Feasibility (Equipment by DHL, autos by air, faxes of newsletters,
freezer railroad cars, shock-absorbent packaging, vacuum-packed,...)

3. Demand Factors (Importance of speed for repairs, timing of raw materials for
Inventory, customers’ need for immediate gratification, quality standards of
middleman and final user,...)

4. Competitive Factors (How fast is fast? How good is good? What are the
alternatives for the buyer? Strategic importance of the market?)

5. Middlemen Resources (Storage capability? Credit or consignment or cash?
Motivating with fast delivery? Just-in-time system? Promised supplies?
Ability to support the marketing effort?)

6. Own Resources (Financial, manpower, production capacity)



Seiko’s Authorized and Unauthorized
Channels of Distribution

Y. Y.,

Broken arrows denote the flow of Seiko watches through unauthorized channels of distribution.
Solid arrows denote the flow of Seiko watches through authorized channels of distribution.



Retail Competition

“+Price
g m_ wService
e ‘/ <Location
Exisi= #¥ < Selection
"H:*Z'El ’ -
ol T ~Entertainment

Copyright 2003 MoGraw-Hill
Ryerson Limited 17




Retail Distribution Strateqgy
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Selective
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