Lessons from Chapter 9

Distribution and supply chain management:

· are among the most important strategic decisions for many marketers.

· were the forgotten elements of marketing strategy throughout most of the twentieth century.

· have remained essentially invisible to customers because the processes occur behind the scenes.

· now rank at the top of the list in achieving a sustainable advantage and true differentiation in the marketplace.

· can overcome some weaknesses in pricing, products, and promotion. However, a poor distribution strategy will kill a firm's efforts to market a product.

· are important to providing time, place, and possession utility for consumer and business buyers.

· are expensive; therefore, distribution strategy must balance the needs of customers with the needs of the firm.

· consist of two interrelated components: marketing channels and physical distribution.

Marketing channels:

· are organized systems of marketing institutions through which products, resources, information, funds, and/or product ownership flow from the point of production to the final user.

· depend on logistics strategies to coordinate the flow of information and products among members of the channel to ensure that products are available in the right places, in the right quantities, at the right times, and in a cost-efficient manner.

· can be considered as supply chains when all members of the channel are connected and integrated.

· greatly increase contact efficiency by reducing the number of contacts necessary to exchange products.

· perform a variety of functions: sorting, breaking bulk, maintaining inventories, maintaining convenient locations, and providing services.

· are increasingly evaluated using two criteria: effectiveness and efficiency.

· are distinct from supply chains, where the primary concern is the share of the market the entire channel captures.

Marketing channel structures include:

· exclusive distribution, where a firm gives one merchant or outlet the sole right to sell a product within a defined geographic region.

· selective distribution, where a firm gives several merchants or outlets the right to sell a product in a defined geographic region.

· intensive distribution, which makes a product available in the maximum number of merchants or outlets in each area to gain as much exposure and as many sales opportunities as possible.

Marketing channel integration:

· is the linchpin of effective supply chain management in today's economy.

· has as its goal the creation of a seamless network of collaborating suppliers, vendors, buyers, and customers.

· focuses on connectivity, community, and collaboration to create an extended enterprise that manages value by coordinating the flow of information, goods, and services both upstream and downstream in the supply chain.

· creates a tenuous balance of competition and collaboration, and teamwork and self-serving behaviors.

· strives to create value in the supply chain by developing synergies that enhance communication and sales, improve after-sale service, increase the efficiency of product delivery, add product enhancements, or offer solutions rather than individual products.

Conflict in the supply chain:

· stems from each firm attempting to fulfill its mission, goals, objectives, and strategies by putting its own interests ahead of other firms.

· is natural because the notion of mutual interdependence goes against a firm's natural self-interest seeking tendencies.

· can arise because each firm possesses different resources, skills, and advantages.

· can result as each firm exhibits one of the five different sources of power in the supply chain: legitimate power, reward power, coercive power, information power, and referent power.

Collaborative supply chains:

· are characterized by reward and referent power, with the most important source of influence being information.

· depend on trust to hold relationships together.

· can work only if firms will give up some control over supply chain activities, allowing them to fully cooperate to develop interdependencies that will lead to mutual benefits over the long term.

· share in the cost savings realized from collaboration and tighter integration of supply chain activities.

· are exemplified by category management, a highly successful initiative by members of food-product distribution channels.

Trends in marketing channels include:

· advancing technology, particularly advancement in information processing, digital communication, and the increasing usage of radio frequency identification (RFID).

· shifting power in the channel, where retailers hold most of the power in consumer channels.

· outsourcing work activities to businesses outside the firm, particularly information technology operations and supporting functions.

· the growth of direct distribution and nonstore retailing. In addition to ecommerce activities, other examples of these nontraditional channels include catalog and direct marketing, direct selling, home shopping networks, vending, and direct response advertising.

· the growth of dual distribution, as firms use multiple channels to reach various markets.

Legal and ethical issues in supply chain management include:

· dual distribution, if a manufacturer uses its own physical or online stores to dominate independent retailers or to drive them out of business.

· exclusive channel arrangements, if (1) a manufacturer's restrictions block competitors from 10 percent or more of the overall market, (2) the sales revenue involved is sizable enough to disrupt competition, and (3) the manufacturer is much larger and more intimidating than the channel intermediary.

· tying arrangements, which occur when a firm conditions the availability of one product (the "tying" product) on the purchase of a different product (the "tied" product).

· counterfeit products, which result in lost profits for legitimate firms, lost tax revenue for governments, and inferior products for customers.
