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* Producing a product and making it available to buyers requires building relationships not only with customers, but also with key suppliers and resellers
(wholesalers and retailers) within the company’s supply chain. The supply chain consists of partners operating in two directions: upstream partners and
downstream partners.

e Upstream partners include the set of companies that provide the firm with the raw materials, components, parts, information, financing, and expertise
needed to produce the product. Downstream partners, on the other hand, represent the marketing channels or distribution channels that move toward
the customer, such as wholesalers and retailers, as they form an important link between the company and its customers.

* The term supply chain is limited in some respects because it adopts a perspective that begins with production, where raw materials, production inputs,
and the company’s productive capacity are considered the starting point in market planning. The broader perspective is represented by the concept of the
demand chain, as it begins with identifying the needs of target customers; the company then responds to these needs by organizing a series of resources

and activities aimed at creating value for the customer.
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* A company alone cannot fully create customer value. Rather, the company’s success depends on a broad network of partners who work together to
improve the performance of the entire system in delivering value. Therefore, the concept of the value delivery network emerges as a broader framework
than the traditional concept of the supply chain.

* Avalue delivery network is defined as a network composed of the company, suppliers, distributors, and ultimately customers, in which these parties work
as partners with one another to improve the performance of the entire system in delivering customer value.

* Accordingly, the focus is not only on the movement of the product from the company to the customer, but also on cooperation among all parties involved
in designing, producing, and marketing value. The company thus becomes part of an interconnected system that works to deliver superior value to the

customer through the coordination of efforts among various partners.
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The terminology

supply chains and value delivery
networks may seem conceptually
complex; however, it carries a simple
and important meaning: a company
cannot create customer value on its
own. Rather, it operates within a
broader network of partners who
help it accomplish this task.

Individual companies and individual
brands do not

compete alone;

instead, entire value delivery
networks engage in competition. This
means that a company’s superiority in
the market depends on the strength
of the network with which it operates,

not solely on its internal capabilities.

@ value delivery network: In making and marketing even just its
classic colas, Pepsi manages a huge network of people within the
company plus thousands of outside suppliers, bottlers, retailers, and
marketing service firms that must work together to create customer
value and establish the brand’s “Pepsi: Live for Now” positioning.
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Marketing channels represent an important component of the value delivery network because they connect the company with its customers. Without
these channels, many products would find it difficult to reach consumers in an appropriate manner. Therefore, the importance of marketing channels is not
limited merely to transferring the product; rather, it extends to supporting the company’s ability to deliver value to the customer in the right place, at the
right time, and in the right way.

A marketing channel, or distribution channel, is defined as a set of independent organizations that help make a product or service available for use or
consumption by the consumer or business user.

This definition means that a marketing channel does not consist solely of the producing company; rather, it includes other parties that contribute to

delivering the product to the market, such as intermediaries, distributors, or retailers, depending on the nature of the product and the target market.

Wy Aasliall 8500)ls (Slgianal] J] gm0 sl Oolmtiall o IS e Camsmy 13381 0 (193 (ro9 . Lg3Dhams 35,801 L5 Y fasdl] ol St ¢y0 L Wlor dainguandl] 013181 Ji
Faslio| dinylally 3 glly 08! (§ Jeanld dandl] @5 e 351 83 s ) dad by cdaid geikedl Ja5 e Lugaud)) ol g dnod] s
()l sl o ellgiuall il o Mg o sl Blis ozl ol gitall Jaz e delud (@) Uitsl lodarall o e gormo 1lgil a0 gdl 8US of dnisgundl] BUAN C33a3

dnpro sy (55l Sl g1 peigall T slasgll Jio c@gendl ] minedl ] (§ pasd 63T BLbT ot o ddisg domiidl 3201 (o 0585 Y dxdagunddl BUR OF Lyl 14 @3

Bugiued! B gedly il

~




Chapter The Impact of Marketing Channel Decisions on Other Marketing Decisions MIDOC EAIl
06 GFi@w“Qb@é@M‘Q‘am‘abbéﬂi UNIVERSITYIl

~N

* Marketing channel decisions affect almost every other marketing decision. Pricing decisions are influenced by the nature of the channels used by the company;

pricing differs depending on whether the company deals with national discount chains, high-quality specialty stores, or sells directly to consumers online.

* The sales force and marketing communications are also affected by the extent to which channel partners require persuasion, training, motivation, or support.
Likewise, the success of developing or acquiring new products may depend on the extent to which these products are compatible with the capabilities of
marketing channel members.

* Thus, marketing channel decisions become major strategic decisions because they affect not only distribution, but are also linked to pricing, selling,
communication, product development, and building customer relationships.

* Some companies may not give sufficient attention to distribution channels, which may lead to negative outcomes. In contrast, other companies use innovative
distribution systems to achieve a clear competitive advantage.

* Distribution channel decisions often involve long-term commitments with other companies.
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In many situations, producers cannot reach all final users efficiently through direct selling. Therefore, companies use intermediaries within marketing channels

because these intermediaries help make goods and services available to customers more effectively and efficiently.
The use of intermediaries reduces the amount of work that must be done by both producers and consumers. Instead of every producer dealing directly with
every customer, the intermediary serves as a link that simplifies exchange and reduces the number of contacts needed to complete buying and selling

activities.
slawgll Y50 OY cduigudd] gl J1s slawgll OBl pasind iy . bl gadl INS o0 ileid] oredstiall g J] 35S0 Jguo gl WY o 288 § Ol oty Y
BelaSy ddeld ;8T das lay eMasl) d>bio lousdly alaadl Jaz e Ogde by
ddos S G Ll jos Jangll ooy 68 ln Bygmar Juos S o e S Jolai OF (30 Jd i pSlgiamally cnmitioll (3o gllaall Jowll on Jukas J) sllamg)l plasind g3
slidly adl Oldas JY doydUl wYLaiYl sue Jlisg cJolud!

1
Manufacturer I-ﬁ Customer ' Manufacturer ' Customer
2 1 4
Marketing channel >
intermediaries make 4
buying a lot easier for & > 5
consumers. Again, 5 - -
think about life without Manufactucer Customer ' Manufacturer * Distributor '* Customer
grocery retailers. How

would you go about BT 6
buying that 12-pack of - »
Coke or any of the 7 5

hundreds of other items

that you now routinely Manufacturer s-ﬁ Customer Manufacturer Customer
drop into your shopping 9
cart?

k A. Number of contacts without a distributor B. Number of contacts with a distributor /




Chapter The Role of Intermediaries from an Economic System View MI DOCEAIl
06 ‘é&hﬁﬁ}"?%‘)}&h&;bﬂ‘Jga UNIVERS|TYII

~N

* From an economic system point of view, the role of marketing intermediaries is to transform the assortment of products made by producers into the

assortment of products wanted by consumers. Producers usually produce large quantities of a limited variety of products, whereas consumers want small

guantities of a broad variety of products.

* Marketing channel members therefore connect supply and demand. They buy large quantities from many producers and then break these quantities into

smaller and broader assortments that match consumer needs.
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marketing offering.

3. Contact: Finding potential buyers and communicating with them.

5. Negotiation: Reaching an agreement on price and other terms of the offer so that
ownership or possession can be transferred.

In addition to the previous functions, channel members perform other functions that help
carry out transactions after agreements have been reached. These include:

1. Physical distribution: Transporting and storing goods.

2. Financing: Acquiring and using funds to cover the costs of channel operations.

Q Risk taking: Assuming the risks associated with performing channel activities. )
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Companies can design their distribution channels in different ways in order to make

products available to customers. Each layer of marketing intermediaries that performs
part of the work required to transfer the product and its ownership to the final buyer is
called a channel level.

Since both the producer and the final consumer perform some activities related to the
exchange process, they are considered part of every marketing channel. The number of
intermediary levels is used to indicate the length of the marketing channel; the channel
becomes longer as the number of intermediaries involved between the producer and the
final user increases.

A channel level is defined as a layer of marketing intermediaries that performs part of
the work associated with delivering the product and its ownership to the final buyer. The
number of channel levels represents one of the basic indicators in designing marketing
channels, as it determines the number of parties participating in the process of

transferring products from the producer to the customer.
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1. Channel Behavior

* Marketing channels consist of companies that work together to
achieve a common goal. Marketing channels are complex behavioral
systems in which individuals and organizations interact in order to
achieve both individual and collective objectives at the same time.
This interaction leads to the emergence of different patterns of
relationships among channel members, as well as issues related to
coordination, cooperation, and the management of shared interests.
As marketing channels evolve, new forms of intermediaries continue
to emerge, and the methods of organizing channels and performing
their functions also develop. Therefore, understanding the behavior
of channel members and the mechanisms for organizing work
among them becomes an essential element in managing marketing
channels. Each member of the marketing channel consists of
companies that depend, to varying degrees, on other members.
Channel members are expected to work together in order to achieve
mutual benefits. Therefore, they should cooperate to reach the
overall objectives of the channel, not merely to achieve their
individual interests.

* Achieving channel objectives may sometimes require some
members to give up part of their short-term interests in favor of
achieving long-term objectives that benefit the entire channel.
When this type of cooperation occurs, agreements are formed
regarding shared objectives, roles, responsibilities, and the expected
rewards for each party.
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Despite the importance of cooperation, conflict is

considered a natural part of marketing channel
operations. Channel conflict occurs when the actions of
one channel member hinder the efforts of another
member in achieving its objectives.

Channel conflict is defined as disagreement among
marketing channel members over objectives, roles, and
rewards, or over who should do what and in return for
which rewards. Conflict usually arises because of
conflicting  interests, differing expectations, or
competition over resources, markets, and customers.
Horizontal conflict: Horizontal conflict occurs among
firms operating at the same level of the marketing
channel.

Vertical conflict: Vertical conflict occurs among different
levels within the marketing channel.

Some forms of conflict may be beneficial to the
marketing channel. Constructive conflict may encourage
members to innovate, reconsider existing practices, and
improve the overall performance of the channel.
However, when conflict becomes excessive or long-term,
it may weaken channel efficiency and negatively affect
cooperation and the creation of value for customers.
Therefore, management must monitor conflicts and
work to keep them at levels that support development

k without obstructing performance.

@ Channel conflict: A high level of
franchisee discontent is worrisome
to McDonald’s. Franchisees operate
more than 90 percent of the chain’s
restaurants, and there’s a huge
connection between franchisee
satisfaction and customer service.
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2. Vertical Marketing Systems

* Historically, marketing channels consisted of independent firms, each operating separately from the others. Each channel member sought to maximize its
own profits, even if this reduced the profits of the channel as a whole. In such traditional channels, no member has complete control over the other
members, and there are no formal mechanisms for assigning roles or managing conflicts that may arise among channel members.

* To address these problems, the concept of vertical marketing systems emerged, representing a more integrated and coordinated organizational structure
among channel members.

* Avertical marketing system is defined as a distribution channel structure in which producers, wholesalers, and retailers act as a unified system. In this system,
one channel member leads the overall activity, coordinates channel operations, or possesses sufficient power to influence the other members. The purpose
of this is to avoid conflicts and achieve the highest level of efficiency in distribution operations.
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Types of Vertical Marketing Systems

In general, there are three main types of vertical marketing systems:

Corporate vertical marketing system: In this system, a single company owns multiple
levels of production and distribution. This approach leads to a high degree of
coordination and control, because common ownership allows the various activities
within the channel to be managed in a unified manner.

Contractual vertical marketing system: This is the most widespread type of vertical
marketing system. It brings together independent firms operating at different levels of
production and distribution through formal contractual arrangements. Franchising
represents one of the most important forms of contractual vertical marketing systems.
Administered vertical marketing system: In this system, coordination among successive
stages of production and distribution is achieved through the size and power of one
channel member, rather than through common ownership or formal contracts.

Vertical marketing systems help to :Achieve better coordination among channel
members, Reduce conflicts among partners, Improve operational efficiency, Increase

the ability to serve customers, Enhance the overall performance of the marketing

\channel.
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3. Horizontal Marketing Systems

* A horizontal marketing system represents an
important development in channel organization. In
this system, two or more companies operating at
the same channel level join together to pursue a
new marketing opportunity.

* This form of cooperation allows companies to
combine financial, production, or marketing
resources in ways that enable them to accomplish
more than any single firm could achieve
independently. The cooperation may involve
competitors or noncompetitors, may be temporary
or permanent, and may even lead to the creation

of a separate joint organization.
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4. Multichannel Distribution Systems

* Many companies use more than one marketing channel to reach customers. This approach is known as a multichannel distribution system, in which a single
company uses two or more marketing channels to reach one customer segment or several different market segments.

* The use of these systems is becoming more widespread due to the diversity of customer segments and the growing opportunities to reach them through
different channels. Instead of relying on only one marketing channel, companies design a set of channels that help them improve market coverage and meet
the needs of diverse customer segments.

* Multichannel distribution systems provide companies with several advantages, the most important of which include expanding sales and marketing coverage,
reaching more diverse markets and segments, increasing opportunities to customize products according to customer needs, and improving competitiveness
in complex and changing markets.

* Despite their advantages, multichannel distribution systems are more difficult to manage and control. As the number of channels used increases, the
likelihood of conflict or competition among the different channels also increases.
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5. Changing Channel Organization

* Technological change and the rapid growth of direct
and online marketing are having a significant impact on
the nature and design of marketing channels. One of
the most important developments is disintermediation,
a trend that is reshaping channel structures and the way
products and services reach customers.

* This change occurs when producers move directly to
final buyers or when new types of intermediaries
emerge and replace traditional channel members.

* Disintermediation is defined as: The cutting out of
intermediaries by product or service producers, or the
displacement of traditional intermediaries by radical
new types of intermediaries.

* As a result, some traditional channel members lose

their roles or

@rnatives.

are replaced by more efficient

® Disintermediation: Streaming music services such as Spotify are
rapidly disintermediating both traditional music-store retailers and
even music download services such as iTunes.
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Marketing channel design is defined as designing effective marketing

channels by analyzing customer needs, setting channel objectives,
identifying the major channel alternatives, and then evaluating these
alternatives.

This definition indicates that channel design is not limited to choosing a
particular intermediary or channel. Rather, it requires a systematic study of
market needs and available alternatives before making the final decision.

1. Analyzing Customer Needs

The channel design process begins with understanding the needs of target
customers. Each channel member and each channel level adds value for
the customer; therefore, channel design should be based on
understanding how customers prefer to buy and the type of service they
expect to receive.

Among the questions that the company needs to answer are:

Do customers prefer to buy directly or through intermediaries?

Do they prefer to buy in person, by phone, or online?

Do they need a wide assortment of products, or do they prefer
specialization?

Do they want fast delivery, or do they seek additional services?

What level of service do they expect from the marketing channel?
Answering these questions helps in building a channel capable of
delivering the required value to target customers.

Marketing channels differ in the levels of service they provide to
customers. Channels that offer faster delivery, a wider assortment of
products, additional support services, or a higher level of convenience are

\more capable of satisfying customers.
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2. Setting Marketing Channel Objectives

* After analyzing customer needs, the company moves to the stage of setting
marketing channel objectives. These objectives should be formulated in light of
the targeted levels of customer service, because different market segments may
require different levels of service.

* A company can usually identify several customer segments, each with its own
specific needs and expectations. Therefore, the company must determine the
segments it wishes to serve and select the most appropriate channels for each
segment. In each case, the company seeks to minimize the total cost of the
channel while maintaining the required level of service.

* Channel objectives are not determined solely on the basis of customer needs;
they are also influenced by several factors related to the company and its
environment. The most important of these include: the nature of the company,
the nature of the products, marketing intermediaries, competitors, and the

surrounding business environment.
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Gldentifying Major Marketing Channel Alternatives
* At this stage, the company studies the available alternatives in terms of: the types of
intermediaries that may be used, the number of intermediaries that will participate in the
channel, and the responsibilities that each channel member will assume.

* The company needs to identify the types of channel members capable of performing
distribution activities. Most companies face a large number of alternatives when making this
decision.

* At the same time, the company can reach customers through other channels, including:
major retail stores, independent stores, distributors, and agents.

* Using a large number of intermediaries may expand market coverage and reach diverse
customer segments, but it may also create difficulties in coordinating and managing
relationships among channel members.

* After identifying the types of intermediaries, the company needs to make a decision
regarding the number of intermediaries that will participate at each level of the channel.

* There are three main strategies for distributing intermediaries:

* Intensive distribution: This means making the product available in as many outlets and
markets as possible.

* Exclusive distribution: This involves granting a limited number of dealers the exclusive right
to distribute the company’s products within specific territories.

* Selective distribution: This falls between intensive distribution and exclusive distribution. In
this approach, the company uses more than one intermediary, but it does not deal with all
available intermediaries in the market.

* After selecting the types and number of intermediaries, the company needs to determine
the responsibilities of each channel member.

* These responsibilities usually include: pricing policies, terms of sale, territorial rights,
services to be provided, promotional and communication responsibilities, inventory and
Qelivery management, and after-sales services.
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After the company identifies the different alternatives for its
marketing channels, it needs to evaluate these alternatives and
select the one that best achieves its long-term objectives. The
choice does not depend on a single factor only; rather, it is made by
comparing the different alternatives according to a set of criteria
that help management make the appropriate decision.

Channel alternatives are evaluated based on three main criteria:
Economic criterion: This criterion focuses on comparing the
expected results of each channel alternative. At this stage, the
company compares the expected sales volume, the costs
associated with each alternative, and the expected level of
profitability. Management asks a number of important questions,
such as: What amount of investment is required for each channel
alternative? What returns can the channel generate? Which
alternative achieves the best balance between cost and return?
This analysis aims to select the channel that provides the highest
possible economic value for the company in the long term.

Control criterion: This criterion concerns the degree of control that
the company can maintain when using the marketing channel.
Adaptability criterion: This criterion focuses on the flexibility of the
marketing channel and its ability to respond to future changes.
Through this evaluation, the company can select the channel that
best serves its current and future objectives.
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* After analyzing channel alternatives and designing the appropriate channel

structure, a company moves to the stage of marketing channel management. This
stage involves selecting channel members, motivating them, and evaluating their
performance on an ongoing basis.

* The success of a marketing channel depends heavily on the company’s ability to
build effective relationships with intermediaries and channel partners because
overall channel performance is influenced by the cooperation of all participating
members.

1. Selecting Channel Members

* Companies differ in their ability to attract qualified channel members. In some
cases, strong brands and attractive products make it easier to recruit intermediaries,
whereas other firms face greater challenges in attracting suitable channel partners.

*  When selecting channel members, companies evaluate factors such as :years of
experience, growth potential, profitability, willingness to cooperate, reputation and
market standing.

* The objective is to identify intermediaries capable of representing the company

\effectively and supporting channel objectives.
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2. Managing and Motivating Channel Members

Selecting the appropriate channel members is not sufficient; the company
must also maintain continuous relationships with them and motivate them
to achieve the required performance.

The best companies view intermediaries as true partners and seek to build
long-term relationships with them. Therefore, the company pays attention
to understanding the needs of channel members, supporting them, and
helping them succeed.

This orientation is reflected in the concept of Partner Relationship
Management (PRM), which focuses on building long-term cooperative
relationships that create mutual benefits for the parties within the
channel.

Partner Relationship Management depends on working closely with
channel members in order to create greater value for all participating
parties. This management includes a set of practices such as coordinating
joint activities, providing marketing support, sharing information, offering
training, and strengthening long-term cooperation.

This approach aims to build more stable and effective channels compared
with relying solely on traditional contractual relationships.

Many successful companies are moving toward developing strategic
partnership relationships with key channel members. In these
relationships, cooperation is not limited to carrying out sales and
distribution operations; rather, it extends to information sharing, joint
planning, and continuous coordination. This type of relationship helps
improve customer service, increase operational efficiency, and reduce
conflicts within the marketing channel.
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After selecting and motivating marketing channel members, the company needs to
evaluate their performance on a regular basis. This evaluation aims to ensure that
channel members meet the required standards and support the company’s marketing
objectives.

The company compares the performance of each channel member against a set of
specific criteria, including: sales quotas achieved, average inventory levels, speed of
product delivery to customers, handling of damaged or lost goods, degree of
participation in promotional and training programs, and the level of services provided
to customers.

These indicators help management identify the intermediaries that are most efficient
and most capable of delivering value to customers.

The company should recognize the performance of channel members who achieve
good results and reward them appropriately, as this encourages them to continue
achieving high levels of performance.

In contrast, the company should assist channel members who show low levels of
performance through support, guidance, and training. If weak performance continues
despite these efforts, it may become necessary to replace these members with others
who are more capable of achieving the channel’s objectives.

Companies must be sensitive to the needs of their marketing channel partners.
Companies that do not treat their partners well may face two main problems: losing
the support of channel members and causing legal problems related to the
management of channel relationships.

Therefore, paying attention to the interests of intermediaries and managing
relationships with them fairly is an important part of the long-term success of the
marketing channel.
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4. Public Policy and Distribution Decisions

* Companies generally have legal freedom to design marketing
channel arrangements that suit their needs. At the same time, legal
institutions seek to prevent companies from adopting practices that may
restrict competition or prevent other firms from gaining access to

desired marketing channels.

* Most laws regulating channels focus on the mutual rights and duties
among channel members and on protecting fair competition within
markets.

* Many producers and wholesalers establish exclusive distribution
channels for their products.

* Exclusive dealing occurs when certain distributors or retailers are
allowed to sell the company’s products within specific markets, while
their ability to deal with competitors’ products is restricted. This
approach may create benefits for both parties, including increased
intermediary loyalty to the product, enhanced sales support provided by
intermediaries, and greater stability in supply operations.

* However, this type of agreement may also lead to excluding some
other producers from access to these intermediaries. Such agreements
are considered legal as long as they do not substantially weaken
competition or create a monopoly, and as long as both parties enter into
the agreement voluntarily.
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* Exclusive dealing often includes exclusive territorial agreements. Under
these agreements, the producer grants a distributor or dealer the right to sell
within a specific geographic area and agrees not to allow other distributors to
operate within the same territory. These agreements help encourage dealers
to invest in promotion and service within their territories because they
provide them with a degree of protection from internal competition. It is
legally permissible for the producer to select a limited number of stores or
intermediaries that are authorized to sell its products.

* In this context, there is also a practice known as full-line forcing. In this
case, the producer requires the intermediaries that deal with it to carry its
entire product line or most of its products if they wish to continue dealing with
the producer.

* This type of agreement is not necessarily illegal, but it may become a
matter of legal concern if it leads to a significant reduction in competition or
limits consumers’ freedom to choose among different suppliers.

* Producers usually prefer to grant their dealers a certain degree of freedom
within the contractual relationship, but they also wish to retain the right to
terminate the relationship with intermediaries when necessary.

* However, the producer cannot terminate the relationship with an
intermediary arbitrarily; there must be a legitimate and clear reason for doing
so. The intermediary must also not have refused to participate in questionable
legal or ethical arrangements.

* For this reason, decisions to terminate relationships with channel
members are subject to legal controls aimed at protecting the interests of all
parties.
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* Retailing is defined as all activities involved in selling goods or services directly to final
consumers for their personal, non-business use.

* A retailer is defined as an organization whose sales come primarily from retailing
activities.

* Shopper marketing is defined as focusing on the entire marketing process with the aim of
turning shoppers into buyers as they approach the point of sale, whether in-store, online, or
through mobile shopping.

* P&G developed a concept known as the “First Moment of Truth,” which refers to the few
critical seconds during which the in-store shopper decides whether or not to buy the product.
* Google introduced the concept of the “Zero Moment of Truth,” which refers to the stage
at which the consumer begins searching for information and learning about products before
making the purchase decision.

* Influencing purchase decisions has come to require the application of the concept of
omnichannel retailing, which aims to create an integrated and seamless buying experience
across different channels. Through this concept, companies seek to integrate traditional

stores, websites, smartphone applications, and other digital channels within a unified

@erience in which the consumer feels a smooth transition among the various touchpoints.
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Corporate chain

Voluntary chain

Retaller cooperative

Franchise organization

AN

Two or more outlets that are commonly owned andl controlled.

Corporate chains appear In all types of retaling but they are
strongest in department stores, discount stores, food stores,
drugstores, and restaurants.

Wholesaler-sponsored group of independent retalers
engaged in group buying and merchandising.

Group of indlependent retallers who jointly establish a centra
buying organization and conauict joint promotion efforts.

Contractual association between a franchisor (a manufacturer,
wholesaler, or service organization) and franchisees
(Inaependent businesspeople who buy the right to own and
operate one or more units in the franchise system).
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 The marketing planning process in retailing
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retail store depends on having clear answers to

fundamental questions such as: Who are the

Retail
target customers? What are their needs and Retail strategy marketing mix
D) e Retail segmentation Product and service e
wants? What position does the store seek to and targeting el e As with other types of marketers.
. . . 5 the name of the game for retailers
occupy in their minds: Store differentiation * Retail prices is to find the customer value—driven
. . . and positionin marketing strategy and mix that
* When the target market is not clearly defined, it p 9 T | will let them create value for
- “| customers and capture value in
becomes difficult to make effective decisions Distribution ' return. Think of Target's “Expect
(location) More. Pay Less.” value proposition.
regarding products, pricing, services, and And Lowe's “Never stop improving.” |

promotion. * *

Create value for targeted retail customers
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Store Differentiation and Positioning

* Retailers use a variety of tools to differentiate their stores from competitors. This is
accomplished through the process of differentiation and positioning. A store may
differentiate itself on the basis of various factors, such as product assortment,
service level, selling prices, store atmosphere and shopping experience, geographic
location, and the quality of customer service. The objective is to build a distinctive
image of the store in the minds of target consumers.

* Location selection is one of the most important strategic decisions in retailing. A
good location helps attract customers, facilitates access to the store, and increases
sales. Conversely, an unsuitable location may reduce the store’s ability to attract
shoppers, even when the other elements of the marketing mix are strong.

* An effective retail mix cannot be developed without a clear understanding of the
target market. Decisions regarding products, pricing, promotion, and location should
be based on the characteristics and needs of target customers.

* For this reason, retailing decisions always begin by determining whom the store

intends to serve and then designing the marketing elements that can deliver the

\greatest value to that customer segment.
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Product Assortment Decision

The product assortment decision represents one of the fundamental decisions in retail marketing. The retailer needs to make three main
decisions regarding what is offered to customers, namely:

The product assortment, which should differentiate the store and fit the expectations of target customers.

The services mix, which determines the level of support and convenience provided to customers.

The store atmosphere, which shapes the sensory and organizational experience within the selling environment.
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Price Decision in Retailing

The retail price decision requires alignment among target market, positioning, product and service assortment, competition, and economic conditions.
Retailers may use different pricing approaches, including:

High markups with lower volume, common among upscale or specialty retailers.

Low markups with higher volume, common among discount and mass retailers.

Everyday low pricing, based on consistent low prices and few discounts.

High-low pricing, based on regular prices combined with frequent promotions.
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Promotion Decision in Retailing

* The promotion decision is an important
element of retail marketing. Retailers use
different combinations of the five promotion
tools to reach consumers and influence their
buying decisions. These tools include:
advertising, personal selling, sales
promotion, public relations, direct and social
media marketing.

* Retailers use these tools in different
ways depending on the type of store, target
customers, and the promotional message

they want to communicate.
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Place Decision in Retailing

* The place decision is one of the critical factors in retail success. Retailers
must choose locations that are accessible to their target markets and
consistent with their positioning.

* Location is not only a geographic decision. It is also connected with
customer access, traffic flow, store image, customer convenience, and the type
of shopping experience the retailer seeks to provide.

* The place decision in retailing involves selecting locations that fit the
target market, the retailer’s positioning, and the desired shopping experience.
Retail locations include: prestige shopping areas, central business districts,
shopping centers, community centers, neighborhood centers, power centers,
lifestyle centers.

* retail location is not merely a place of sale. It is part of the retailer’s image,
customer experience, and competitive strategy in a changing retail

environment.
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* Wholesaling is an important activity within marketing channels
because it links producers with retailers, business buyers, and
institutional customers. It includes all activities involved in selling
goods and services to those who buy for resale or business use.

* Wholesaling is not primarily directed toward final consumers.
Instead, it mainly serves business customers such as retailers,
industrial users, government organizations, and other institutions.
Therefore, the role of a wholesaler differs from the role of a retailer.
A retailer sells to final consumers, whereas a wholesaler usually sells
to buyers who purchase for business or resale purposes.

*  Wholesaling is defined as: All the activities involved in selling
goods and services to those buying them for resale or business use.

* This definition emphasizes that wholesaling focuses on business
buyers rather than final consumers purchasing for personal use.

*  Wholesalers usually buy from producers and sell mainly to
retailers, industrial consumers, and other wholesalers. Through this
role, wholesalers become important intermediaries in the movement
of goods and services through marketing channels.

* Producers use wholesalers because wholesalers add value by
performing channel functions efficiently. A wholesaler may be better
able than the producer to reach many business customers, assemble
orders, store products, and deliver goods quickly.

* Thus, the wholesaler’s role goes beyond buying and selling. It
includes marketing and operational functions that support both
producers and business customers.
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Selling and Promoting: Wholesalers’ sales forces help producers reach
many small customers at a relatively low cost. Wholesalers often have
broader customer contacts and may be more trusted by distant buyers
than manufacturers are.

Buying and Assortment Building: Wholesalers select items and build
assortments needed by customers. This saves customers the effort of
searching for and assembling products from many different sources.

Bulk Breaking: Wholesalers buy in large quantities and then break bulk into
smaller lots. This allows customers to purchase the quantities they need
without buying excessively large volumes.

Warehousing: Wholesalers hold inventories, helping reduce inventory costs
and risks for suppliers and customers. Warehousing helps ensure that
products are available when customers need them.

Transportation: Wholesalers provide faster delivery to buyers because they
are often closer to customers than producers are. This improves product

availability and response speed.
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Functions of Wholesalers

6. Financing: Wholesalers help customers by granting credit.
They also help suppliers by ordering early and paying bills on
time. This gives wholesalers an important financing role within
the channel.

7. Risk Bearing: Wholesalers absorb risk by taking title to
goods and bearing costs associated with theft, damage,
spoilage, and obsolescence.

8. Market Information: Wholesalers provide suppliers and

customers with information about competitors, new products,

decision-making within the channel.

9. Management Services and Advice: Wholesalers may help
retailers train sales clerks, improve store layouts and displays,
and establish accounting and inventory-control systems. This

function makes some wholesalers valuable business partners

cher than merely suppliers of goods.

and price developments. This information supports better |
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Major Types of Wholesalers

1. Merchant wholesalers, who take title to goods and provide full or limited
services.

2. Brokers and agents, who do not take title to goods but facilitate buying and
selling for commissions.

3. Manufacturers’ and retailers’ branches and offices, which are internal wholesale
operations conducted by sellers or buyers themselves.

These types perform different functions within marketing channels, including selling,

delivery, storage, financing, negotiation, market information, and purchasing support.
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