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istribution of products constitutes an important element of

mix of a firm. It involves activities that are necessary to

viership.c 200ds. 10 omers.and. also making available goods

ght time and place. Thus, it includes : (i) channels of
n, and (ii) physical distribution. Channels include

jaries like wholesalers and retailers who help in distribution

om producers to consumer. Physical distribution of produ

vities like order processing transggr_tg_t_lg_n, warehousing, _J

bntrol, insurance, etc. :

evelopment of the product, the marketing manager has to

els or routes through which the product will flow from

b the potential customers. He has a number of alternatives

him. The marketer may choose to distribute the product
stomers or through middlemen including wholesalers,

ts, and retailers. But the important point that he has to

d is that the product should move efficiently and at

bssible cost from the production department to the ultimate
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8.4

Chlmm. of -
8.1 NATURE AND FUNCTIONS OF CHANNELS Of DISTRy
Meaning of Channels of Distribution 10y

According to Stanton, “A distribution channel CONnsisty o th
O‘eople and firms involved in the transfer of title to a Product ¢ s ¢ e o
oves from producer to ultimate consumer or business users” |, ‘Pln%
both the producer and the final user of the product as we " m;ncludﬁ
agents and merchant middlemen engaged in the transfer of title of go(:;nﬁk
services.
Channels of distribution are also called the trade channels.
the paths through which the ownership of a product passes dyrin, ) Tefer,
of its journey from the producer or manufacture

I to the ultimate b
or industrial user, In other words, at one extreme of the ‘ch

- TRADE CHANNEL : INTERMEDIARIES W
Zero Level : m _________________________ SR
il e — L a—
ot o il - i |-

N e R

i ——

Fig. 8.1. Channels of Distribution for Consumer Goods,
Direct Channels or Direct Marketing
This is the ‘zery level channel’, [ implies di d services by ¥
Producer o the consypmers . phies direct sale of goods and se

re is no middleman in between the produce>®
the consumers, The Producer creates 3 link with the consumers dueﬂl?
through door to door salesmen, direct mail or through his own retail shF°

The important methods of direct marketing include the following*
(1) Retail stores as by Liberty,

(#) Door to door selling as by E

4 : Eureka Forbes,
(i) Mail order selling, e.¢., sale of books, medicines, etc.
(iv) Selling through th

; t
€ internet, e.g., sale of electronic prod¥”
health products,

(¢v) Selling through TV channels or sky

a1

shops.
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p!/ solling has gained popularity because of high costs of distributing
gervices through middlemen. Direct selling is generally em ployed

';2“,.1, oods of high value to the industrial users and to gell
sood’ guch as cloth, cosmetics, hosiery products and shoes. Small
and producers of perishable commodities also sell directly to the

o

WS rms (€8 fureka Forbes) adopt direct selling in order to cut
!iiuon 08 and because they have sufficient facilities to sell directly to

W or. Under direct selling, all the marketing activities are performed

| F%ﬂ cer or the manufacturer himself.
y

.t Channels
channel, @ producer sells his products indirectly to the consumers

R E 1 erin

5 giun: dlemen. A producer may use the services of any or all of the agents,
- and retailers as discussed below:
() Ome Level Channel : Producer, Retailer and Consumer. This is
‘ distribution channel having one middlemar i.e, retailer. Under

) “I- o OM—T-——T“ —
~ this, the manufacturer SEls to the retailers who in turn sell to the

ultimate consumers. This channel of distribution is very popular
ce of departmental stores, SUPET

~these days because of the emergen
~ markets and other big retail stores. The retailers purchase in large

~quantities from the manufacturer and perform certain marketing
~ activities in order to sell the product to the ultimate consumer.

(i) Two Level Channel : Producer, Wholesaler, Retailer and
~ Consumer. This is a rtraditional’ two stage channel of distribution for

;.V the sale of consumer goods. There are two.mige en in this

~ channel, namely, wholesaler and retailer, This “channel is most
- suitable for the products with widely scattered market.

j) Three Level Channel: Producer, Whuléqﬂéjg_ﬁge_hyl{etailer and

- Consumer. W@gy{__ of distribution under which a
- mercantile agent establishes a link between the wholesaler and the

" retailer, This channel is used where the wholesaler is not able to

| " kﬂp contacts with a large number of retailers.

Chqnnels fbr Industrial Products
ducts are generally long,

annels of distribution for consumer pro
els. for industrial pro jucts are short as retailers are not needed.
(i.e, zero stage) is very popular for selling of industrial products
th the manufacturers of industrial

al users place orders wi

/. Direct marketing of industrial products is generally followed

s and in cases the producers have facilities to despatch

, strial users. directly.

icers of industrial retailers make use of

d:n wholesalers to distribute their pro
_beca.use they want to concentrate on p

. B
Ny N

-

the services of mercantile
ducts to the industrial
roduction and keep
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of pistribution

8.7
s|eNIFICANCE OF CHANNEL DECISIONS
e choice of channels, through Which the

important area of decision-making i, marketing .l be distributed,
)

1 £ cting mana e ¥ y X
refer to the n)anagenal decision on the selection ()fiihn.u.r:t. ("h,a"n‘ l
M for distribution of goods from the . € very suitable

o el ; Producers to the The
Wt reasons which place channe] decisions in the area (:; pI:)lticu H:; it .rh“

e 05 follows : y decisions
| ‘“ (i) Influence as other marketing-mix va

fox: fhe firm’s pl.'oduct aff‘ect every other marketing decision Jike
~ pricing, promotion, physical distribution, etc.
*2? (i) Part of Price. The cost involved in the

g

rables, The channels selected

() Long-term implications. The channels chosen involve the firm in

~ long-term commitments to other firms or middlemen. The relations
~ between the manufacturer and the middlemen depend mainly on
8 the choice of appropriate channels of distribution, Therefore, it is
~ necessary that channel decisions are taken with great care.

2 :gﬁ)-_Degree of channel control. If the choice of channels is proper,
~ fluctuations in production may be reduced. The manufacturer can
obtain data regarding sales and stock of the middlemen and exercise
' i; - control wherever he feels necessary. The stability of production will

~ help to ensure steady employment and proper budgetary control.
ot

83 FACTORS AFFECTING CHOICE OF DISTRIBUTION
- CHANNELS

ibution channels are an important part of the ‘marketingm.nix' of
"8 enterprise. Selection of appropriate distribution channel_ls very
ant because several elements of the marketing-mix like price and
are closely inter-related with and inter-dependent on th;
On channels, A large number of middlemen are available throug

M€ price of the product that the ultimate s:cons.l,lm‘“-'f.haS to, b"ﬁut.h“
oice of distribution channel is made, it will lead to mc?easefl_rt\‘ i

N cost which will lead to either lowering RV -pr;il bsko.
B the cost of the product to the customer. This is shown in rig. 8.2

e Product \ '« Profitabilit
== =m~.Cosl =~ — = * Price = = = => o Cost to the Customer
e Promotion |

2. Effect of Choice of Distribution Channel on Business and Customer.
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