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What is a marketing channel?
Describes the individuals and firms involved in the process of making a product available

Intermediaries:
The name given to those lying between the seller and buyer (Ex/ Agent or broker = “any intermediary with legal authority to act on behalf of another channel member” (think real estate agents, stock brokers)
Functions
Transactional functions (buying/selling/risk-taking)
Logistical functions (selection/sorting/storing/transporting)
Facilitative (financing/marketing info/research)
All three functions must be performed in a marketing channel
Benefits to consumers – 5 utilities
Time (have product when you want it) 
Place (product available where consumers want it)
Form (enhancing a product to make it appealing)
Information (providing info to customers so they can make an informed choice) 
Possession (help buyers take possession of a product [providing various ways for payment to be made for a product, credit, debit, cash or cheque]) 

Channel structure and organization
Number of intermediaries between a producer and buyer increases = channel viewed as increasing in length
producer  wholesaler  retailer  consumer is longer than;
Producer  consumer
Direct Channel: producer and ultimate consumers deal directly with each other (insurance companies)
Indirect Channel: intermediaries are inserted between producer and consumers, perform numerous channel functions

Marketing Channels for Business Goods/Services:
Direct Channel (IBM computer business, Bombardier)
Indirect Channel (industrial distributor performs marketing channel functions [selling, stocking, delivering])

Electronic Marketing Channels:
Channels that use the internet to make goods/services available to consumer/business buyers
Dual distribution
Reaches different buyers by employing two or more different types of channels for the same basic product
Strategic Alliance
One firm’s marketing channel is used to sell another firm’s products
Used when it’s expensive and time-consuming to create channels in other countries

Multichannel marketing
The blending of different communication and delivery channels that are mutually reinforcing in attracting, retaining, and building relationships with consumers who shop and buy in the traditional/online marketplace 
Every effort needs to be made to make all channels the same experience for the customers (stores, catalogues, website)

Implementing Multichannel Marketing:
Two different types of websites;
Transactional Websites:
Electronic storefronts
Focus on converting an online browser into a in-store buyer
Most common among store/catalogue retailers and direct-selling companies
Promotional Websites:
No actual selling takes place
Showcases products/services and provides info

Global Channel Strategy:
Critical importance – distribution
Channel:
1. seller – HQ responsible for successful distribution to ultimate consumer
2. channel between two nations - moving the product from one country to the other
3. country’s distribution channels – once product is in other country, these channels take over
4. Ultimate consumer
Same global message whenever possible

vertical marketing systems: system where the producer, wholesaler, and retailer work together as a unified group in order to meet consumer needs

There are 3 main types of vertical marketing systems…

Corporate Vertical Marketing Systems:
Combination of successive stages of production and distribution under a single ownership
forward integration: when the producer owns the intermediary at the next level down (ex/ clothing manufacturers and retail stores – Ralph Lauren)
backward integration: retailer owns a manufacturing operation (ex/ supermarkets operate their own bakeries)
Contractual Systems:
Independent production and distribution firms combine their efforts on a contractual basis
Three variations:
Wholesaler-sponsored voluntary chains:
Involve a wholesaler that develops a contractual relationship with small, independent retailers to regulate and coordinate buying practices, merchandising programs, and inventory management efforts
Retailer-Sponsored Cooperatives:
Small, independent retailers form an organization that operates a wholesale facility cooperatively
Member retailers concentrate their buying power through the wholesaler
Ex/ Home Hardware
Franchising:
A contractual arrangement between a parent company (franchiser) and an individual or firm (franchisee) that allows them to operate a certain type of business under an established name with their rules
Four types of Franchising:
Manufacturer-sponsored retail franchise systems:
Usually automobile industry, manufacturer licenses dealers to sell its cars subject to various sales/service conditions
Manufacturer-sponsored wholesale franchise systems:
Soft-drink industry, Pepsi-Cola licenses wholesalers (bottlers) that purchase concentrate from Pepsi-Cola and then carbonate, bottle, promote, and distribute its products to supermarkets and restaurants
Retail franchise systems:
Firms that have designed a unique approach for selling merchandise to consumers (Canadian Tire, McDonalds)
Service franchise systems:
Franchisers license individuals or firms to dispense a service under a trade name and rules (H&R Block tax services)
Administered Systems:
Achieve coordination at successive stages of production and distribution by the size and influence of one channel member rather than through ownership

Channel choice and management:
Factors in choosing a marketing channel:
Target Market Coverage: 
Requires attention to density (number of stores in a given geographical area)
Type of intermediaries to be used
Three degrees of distribution intensity:
Intensive Distribution: 
a firm tries to place its products and services in as many outlets as possible
usually convenience products/services
Exclusive Distribution:
Only one retail outlet in a specific geographical area carries the firm’s products
Speciality products/services 
Selective Distribution:
Firm selects a few retail outlets in a specific geographical area to carry its products
Most common form (watches, jeans, TV’s, etc.)
Satisfying Buyer Requirements:
Satisfy some of the interests buyers have when they purchase the product/service
Four categories:
Information: communicate with buyers through in-store displays, demonstrations, and personal selling
Convenience: proximity, hours of operation, minimum of time/hassle etc.
Variety: buyers’ interest in having numerous competing and complementary items from which to choose.
Services: provided by intermediaries, important buying requirements for large products (household appliances) 
Profitability:
Determined by the revenues – cost for each channel member

Channel Relationships: Conflict and Cooperation:

Channel Conflict: when one channel member believers another channel member is engaged in behaviour that prevents it from achieving its goals

Two types of conflict… 

Vertical conflict: conflict between a manufacturer and a wholesaler or a wholesaler and a retailer
Three sources of vertical conflict:
Disintermediation:  arises when a channel member bypasses another member and sells or buys products direct
Disagreements over how profits are distributed among channel members
Manufacturers believer wholesalers/retailers are not giving their products adequate attention
Horizontal Conflict: conflict between intermediaries at the same level in a marketing channel (two or more retailers or two or more wholesalers)

Cooperation in Marketing Channels:
to avoid conflict, have a …
Channel Captain: 
a channel member that coordinates, directs, and supports other channel members
a firm becomes a channel captain because it is the channel member that is able to influence the behaviour of other members

Four forms of influence… 
Economic influences: strong financial position
Expertise influence
Identification: with a particular channel member creates influence for that member
Legitimate right: of one channel member to direct the behaviour of other members

Logistics:
Activities that focus on getting the right amount of the right products to the right place at the right time, at the lowest possible cost
Use logistics management to satisfy customer requirements
Deals with decisions from the source of raw materials to consumption of the final product – flow of product
Decisions have to be cost effective
Drive down logistics costs, as long as it can deliver expected customer service

Supply Chains:
A series of firms that perform activities required to create and deliver a good/service to consumers or industrial users
Different from a marketing channel in terms of the firms involved
Supply chain – longer and includes suppliers who provide raw material inputs to a manufacturer, also wholesalers and retailers
Management process also different
Supply Chain Management: integration and organization of information and logistics activities across firms to create and deliver goods/services that provide value to consumers
Essentially a series of linked suppliers and customers in which every customer is a supplier to another customer until a finished product reaches the ultimate consumer

Supply Chain Management and Marketing Strategy:
Managing supply chains is different for each company
Choice of a supply chain develops from a marketing strategy and 3 steps;
1. Understand the customer: identify the needs of the customer segment being served
2. Understand the supply chain: either highlight being responsive to customer requirements and demand, or those that highlight efficiency with a goal of supplying products at the lowest possible delivered cost
3. Harmonize the supply chain with the marketing strategy: ensure it is consistent with targeted customer’s needs and the marketing strategy

Two Concepts of Logistics Management in a Supply Chain:

Total Logistics Cost:
Includes expenses associated with transportation, materials handling and warehousing, inventory, stockouts, order processing, and return goods handling 
Costs are interrelated – changes in one, affect the others
Customer Service Concept:
The ability of logistics management to satisfy users in terms of time, dependability, communication, and convenience
Focus on all four of those factors
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