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NATURE AND IMPORTANCE OF

MARKETING CHANNELS
THE VALUE CREATED BY INTERMEDIARIES

» Marketing Channel

> Functions Performed by Intermediaries

e Transactional Function
e Logistical Function
e Facilitating Function

> Utilities Received by Consumers



The variety of terms used
for marketing intermediaries that vary in
specificity and use in consumer and
business markets

TERM DESCRIPTION
Middleman Any intermediary between manufacturer and end-user markets
ﬁgir:ror Any intermediary with legal authority to act on behalf of the manufacturer
An intermediary who sells to other intermediaries, usually to retailers; term usually
Wholesaler :
applies to consumer markets
Retailer An intermediary who sells to consumers

An imprecise term, usually used to describe intermediaries who perform a variety of
Distributor distribution functions, including selling, maintaining inventories, extending credit, and so
on; a more common term in business markets but may also be used to refer to wholesalers

A more imprecise term than distributor that can mean the same as distributor, retailer,
wholesaler, and so forth




Relating logistics
management and supply chain management
to supplier networks and marketing
channels

Logistics management
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Supply chain management



The automotive supply chain
includes thousands of firms that provide the
5,000 or so parts in a typical car

Auto Marketing
Supplier network manufacturer channel Consumer
Raw material Components Subassembly Assembly Dealer network
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o LOGISTICS & SUPPLY CHAIN MANAGEMENT
SUPPLY CHAIN MGMT & MKT STRATEGY

> Dell: A Responsive Supply Chain

> Wal-Mart: An Efficient Supply Chain

@) Walmart =



http://www.walmart.com/
http://www.dell.com/

Supply chain managers
balance five total logistics cost factors
against four customer service factors

Total logistics cost factors

Materials

handling and Order
warehousing processing
costs P
Transportation Inventory
costs costs

Stockout
costs

Customer service factors
Dependability

Time Communication

Convenience



CLOSING THE LOORP:
REVERSE LOGISTICS

>» Reverse Logistics

UPS Video



http://www.kerin.tv/qr15-3

Reverse Logistics and Green Marketing
Go Together at Hewlett-Packard: Recycling e-Waste



http://www.kerin.tv/qr15-4

15

AMAZON: DELIVERING THE GOODS...
MILLIONS OF TIMES A DAY

Today's Deals = Gifts & Wish Lists  Gift Cards

2|

Your Account | Help

Wish List

Kindle Store Buy A Kin © Kindle eBooks Kind Newsstand ames Accessores Dscussions Kindle
N
1eSUS tatior i b
Hesu 1{/0n by D.M. Annechino Dk
Jion H N
Kindle eBooks Daily Post
o] M  EBrowse Best Sellers, the Best Books of October, Kindle Singles, 100 Kindle Books for $3.99 or Less, or the Our editors' blog »Read new posts
4 W Kindle Daily Deal

Browse

Kindle E ntroducing the All-New Today only, the seasonal
Kindle Daily D . mystery 1s only
100 Books for § |n $1.90.

» Pre-order now

elocted

Kindle Store : Kindle Books
Updated hourly L
@ Internet - ®100% -

Best-selling Kindle Books in Featured

)
D|

MILE



http://www.kerin.tv/qr15-4

15
AMAZON

1.

How do Amazon.com’s logistics
and supply chain management
activities help the company create
value for its customers?
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2. What systems did Amazon
develop to improve the flow of
products from suppliers to
Amazon distribution centers?
What systems improved the flow
of orders from the distribution
centers to customers?
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3. Why will logistics and supply
chain management play an
important role in the future
success of Amazon.com?




Marketing Channel

A marketing channel consists
of Individuals and firms involved
In the process of making a
product or service available for

use or consumption by consumers
or industrial users.




Multichannel Marketing

Multichannel marketing involves
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 traditional
Intermediaries and online.




Dual Distribution

Dual distribution involves an
arrangement whereby a firm
reaches different buyers by
employing two or more different

types of channels for the same
basic product.




Vertical Marketing Systems

Vertical marketing systems
are professionally managed and
centrally coordinated marketing
channels designed to achieve

Char]nel economi_es a_nd
maximum marketing impact.




Intensive Distribution

Intensive distribution is a level of
distribution density whereby a firm
tries to place its products and
services in as many outlets as

possible.




Exclusive Distribution

Exclusive distribution is a level
of distribution density whereby
only one retailer in a specific
geographical area carries the

firm’s products.




Selective Distribution

Selective distribution is a level of
distribution density whereby a firm

selects a few retailers in a specific

geographical area to carry its

products.




Channel Conflict

Channel conflict arises when

on
al’
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e channel member believes
other channel member Is
gaged in behavior that

prevents it from achieving its
goals.




Disintermediation

Disintermediation involves
channel conflict that arises when
a channel member bypasses
another member and sells or

buys products direct.




Logistics

Logistics consists of those

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.




Supply Chain

A supply chain consists of a
sequence of firms that perform
activities required to create and
deliver a product or service to

ultimate consumers or industrial
users.




Total Logistics Cost

Total logistics cost consists of
the expenses associated with
transportation, materials handling
and warehousing, inventory,

stockouts (being out of inventory),
order processing, and return
goods handling.




Customer Service

Customer service is the ability

of logistics management to satisfy
users in terms of time,
dependability, communication, and

convenience.




Vendor-Managed Inventory (VMI) |

Vendor-managed inventory
(VMI) is an inventory-management
system whereby the supplier
determines the product amount
and assortment a customer (such

as a retailer) needs and
automatically delivers the
appropriate items.




Reverse Logistics

Reverse logistics is a process
of reclaiming recyclable and
reusable materials, returns, and
reworks from the point of

consumption or use for repair,
remanufacturing, redistribution,

or disposal.




