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 PLACE - Marketing Mix |

._..'--.---.-._-..\_..

Understandmg the importance of ptace N the
marketing mix

To know and understand the fouowmg options,
- Channels of distribution
« Methods of distripution




istribution channels

Ce - how products should pass from the manufacturer to the final customer
and it's where people can buy products.

. Channel of distribution - the chain of mtermedlarles a product passes from
producer to final customer

> ‘Why is the choice of distribution |
channel important?

- i ! .
il UL R R ﬁm? SIES » Level of service expected by consumers
« Manufacturers need outlets for their

_ « Technical lexity of product
« Retailers need to consider the cost of distribution e R MR A
— 3 — » Unit value of the product

» Number of potential customers

Factors influencing distribution choice:

» Industrial products v.s. consumer goods
+ Geographical dispersion of the target market

When deciding an appropriate

channel strategy... Recent trends in distribution chanm&:

- Should the product be sold directly to customers? « Increased use of the internet for direct selling

* How long should the channel be? — » Large supermarket chains aft as wholesalers as

« Should electronic methods be used? ﬁ P il -

- How much will it cost to keep stocks in warehouses? ' we ) as retai E‘I‘S ) ) cosm

- How much control does thelbusiness want to have? . +\Businesses using a variety of different channels

« How will the distribution channel selected support the== - Tncreasing integration of services =—WHOLESALE
other components of the marketing mix? p—



Channet of distribution - the

roducer to final customer

Why is the choice of distribution
channel important?

- Consumers need easy access to firm's pr
« Manufacturers need outlets for. their ts
. Retailers need to consider the cost of distribution

~

When deciding an appropriate
channel strategy...

@ﬁ
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\I . Retailers need to consider the cost of distribution * J

When deciding an appropriate
channel strategy...

- Should the product be sold directly to customers?
- How leng should the channel be?
- Should electronic methods be used?

?.".x
- How much will it cost to keep stocks in warehouses’?
- How much'control does the business want to have?
- How will the distribution channel selected support the—

other components of the marketing mix?




of intermediaries a product passes frot

Factors influencing distribution chou:e' i 3

- Industrial products v.s. consumer goods
- Geographical dispersion of the target market
- Level of service expected by consumers
- Technical complexity of product

- Unit value of the product

- Number of potential customers

Recent trends in distribution chann#

- Increased use of the internet for direct selling
- Lc..l ge supermarket chains aft as wholesalers as

ﬁ’&x



- Geographical dispersion of the target market
- Level of service expected by consumers
- Technical complexity of product

- Unit value of the product

- Number of potential customers

Recent trends in distribution chann

- Increased use of the internet for direct selling

- Large supermarket chains aft as wholesalers as
well as retailers

- Businesses using a variety of different channels

- Increasing integration of services




Manufacturer Consumer
(or service provider)
._'--- s
Product/ -
service
Dire ling to customer
/
Manufacturer Retailer Consumer
Shop ’

Single=intermediary channel

Manufacturer Who:;esaler Retailer Consumer
/\ | Sho
_, | Warehouse | P
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Two-intermediaries channel
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Distribution Channels’

Possible Beneﬁts."'

Mail order from manufacturer

Airpling cs_gims and hotel
accomodatishselggnline

« No intermediaries (lower cost)

« Complete control

« Quicker than other channels

« Fresher food

« Direct contact with consumers
(market research opportunity)

Possible Benefits

Possible Drawbacks
" All storage costs paid by
pmducer
« No retail outlets (customers
can't try products)
* May be inconvenient
- No advertising/promotion
paid by intermediaries
- No direct aﬂ;er—sales service
- Can be expeﬂswe to deliver

Possible Drmhba

Holiday companies selling
holidays via travel agents

+ Retailer holds stocks and pays
for storage

- Retailer has product displays
and after-sales service

= Convenient locations

+ Producers can focus on
production

Possible Benefits

- Intermediary takes a praﬁt
mark-up (higher price)

+ Products lose some cnml:r
« Retailers may sell products\
of competitors
- Delivery costs to retailer

Ina icu-gs caurtrry with grm:
distances to each retailer,
many consamer goods are
distribted this way (e.g. soft
drinks, electrical goods, books)

+ Wholesaler buys in bulk from

producer

- Reduces stock-holding costs of

producer

« Wholesaler pays for transport costs

to retailers

- Wholesalers "break bulk’
- Enter foreign markets (producer h

no direct contact with retailers)

Possible Drawbacks
- Intermediaries take a profit
mark-up (higher price)
+ Producer loses further control
« Slows down distribution




Distr

Manufacturer Consumer
(or service provider)

M Product/
- >
service i

Direct-selling to customer

Manufacturer Retailer Consumer

M
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Examples I_ P0551ble Benefits Possible Drawbacks

ey . No intermediaries (lower cost) | -« All storage costs paid by
kil - Complete control producer |
MailGrder from manufacturer | * Quicker than other channels « No retail outlets (customers
o k - Fresher food can't try products),
ity o ot » Direct contact with consumers | - May be inf:qnvenient'"-.'_ .
accomodatigieldentine (market research opportunity) | - No advertising/promotion

paid by intermediaries
- No direct after-sales service
» Can be expensive to deliver

Possible Benefits | Possible Drawbacks

» Retailer holds stocks and pays | -« Intermediary takes a profit
for storage mark-up (higher price)

» Retailer has product displays » Products lose some control
Holiday companies selling 1~ | iy 1 1.




DlrecLseﬂllng to customer

Manufacturer Retailer Consumer

N —

o

Single=intermediary channel

Manufacturer Wholesaler Retailer Consumer
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Airpline tigi(ets and hotel

accomodationsoldygnline
T — i ] "

Farmers' markets

_~Examples

T LT TCOILTI }UU“

» Direct contact with consumers
(market research oppertunity)

Possible Benefits

-

WAl Iv.l.y Hl viiunuL Loy

- May be inconvenient

« No adyertising/promotion
paid by intermediaries

» No direct.after-sales service

+ Can be expensive to deliver

Possible Dfdv_vbacks

Holiday companies selling
holidays via travel agents

Caly)
Large supennarkets that hold

their own stocks

* Retailer holds stocks and pays
for storage

* Retailer has product displays
and after-sales service

» Convenient locations

« Producers can focus on
production |

Possible Benefits

- Intermediary takes a profit
mark-up (higher price)

« Products lose some confrol

* Retailers may sell products
of competitors

» Delivery costs to retailer

Possible Drawbacks

Examples

« Wholesaler buys in bulk from
producer

* Reduces stock-holding costs of
nroducer

- Intermediaries take a profit

mark-up (higher price)

« Producer loses further control
« Slows down distribution
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mtermedJ iary channel

Manufacturer Wholesaler Retailer Consumer

Ny

¥
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Warehouse

+

\

AN

Shop

X

Two-intermediaries channel
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Holiday companies sellin ~ . i
hoﬁd;’y”s vin eravel age,,tsg and after-sales service * Retailersimay sell products
=, it |.«Convenient locations of competitors
¥ | * Producers can focus on * Delivery costs to retailer
A production "
Large supermarkets that hold
their'own stocks

Possible Benefits | Possible Drawb&t,!gs

Examples |
T o) ] | » Wholesaler buys in'bulk from - Intermediaries take a profit l.
producer mark-up (higher price)
« Reduces stock-holding costs of « Producer loses further control
producer | - Slows down distribution

AERRAREESSNIPE. |+ Wholesaler pays for transport costs
In a large country with great to retailers
distances to each retailer, . ,
T N 2 soxls arc » Wholesalers 'break bulk
distribted this way (e.g. soft « Enter foreign markets (producer has
drinks, electrical goods, books) no direct contact with retailers)
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Shop ’
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Distribution Channels’

Possible Beneﬁts."'

Mail order from manufacturer

Airpling cs_gims and hotel
accomodatishselggnline

« No intermediaries (lower cost)

« Complete control

« Quicker than other channels

« Fresher food

« Direct contact with consumers
(market research opportunity)

Possible Benefits

Possible Drawbacks
" All storage costs paid by
pmducer
« No retail outlets (customers
can't try products)
* May be inconvenient
- No advertising/promotion
paid by intermediaries
- No direct aﬂ;er—sales service
- Can be expeﬂswe to deliver

Possible Drmhba

Holiday companies selling
holidays via travel agents

+ Retailer holds stocks and pays
for storage

- Retailer has product displays
and after-sales service

= Convenient locations

+ Producers can focus on
production

Possible Benefits

- Intermediary takes a praﬁt
mark-up (higher price)

+ Products lose some cnml:r
« Retailers may sell products\
of competitors
- Delivery costs to retailer

Ina icu-gs caurtrry with grm:
distances to each retailer,
many consamer goods are
distribted this way (e.g. soft
drinks, electrical goods, books)

+ Wholesaler buys in bulk from

producer

- Reduces stock-holding costs of

producer

« Wholesaler pays for transport costs

to retailers

- Wholesalers "break bulk’
- Enter foreign markets (producer h

no direct contact with retailers)

Possible Drawbacks
- Intermediaries take a profit
mark-up (higher price)
+ Producer loses further control
« Slows down distribution
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N\ Jelephone selling
N@ order catalogues
\, Door-to-door selling
NDirect response adverts
\|

!

Independents
Superstores gPfiypermarkets
Kiosks gmelstreet vendors
Onlirg retailers

_»arket traders - Supermarkets
+ Department stores
« Multiples

\, §hc PRINg parties
. he internet

\

Direct mail
"\“.
b

"
W
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\Wholesalers buy in bulk quantities_je@ack Wpods, redistribute
in smaller guantities. slore _gebds and xovide delivery

SerICces

The role of

‘\

They usually Buyhm manufacturers and sell to 'el:—.‘.'ﬂey%::

Ex: travel agents. estle agents. inssurance.

Cash amd” Carry stores: custormers come to the store Nguy
gaeds. pay cash and take goods away with them. “




DMCé A

“"‘"{etephome selling
Mgl order catalogues

b

N\ Door-to-door selling
Wirect response adverts

. Shoppirg parties
\ Thelinternet

*

Direct mall




0 Onune retaitérs

- Magket traders - Supermarkets

Department stores
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\Wholesalers Buy N bulk quantities, repack goods, radistribute
N smaller quamheg store goodg and provide Welivery
Services. ~

N
They usually buy from mgnufacturers and sell to retailers

Cash and~Carry stores cué@mers come to the store, buy
googs pay cash and take goodsaway with them.
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Choosing
~ approppriate :
distribution channels |

Cost: businesses Will choose the cheapest
_distribution channels.

The market: the_ size of the market will
influence the choice.

Control: for some producers it's important to
have control over distribution.
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