Session 12

Customer-Driven Distribution Systems by Stern and Sturdivant

Basic idea is that the distribution side of marketing if often the most neglected aspect, yet it can provide huge advantages to companies that are innovative e.g. Tupperware and Avon.

-Customers desire companies to value their time and trouble. To come up with the best possible distribution channels the authors suggest an 8 step process:

1. Find out what your customers want.

a. Once you have set up a system, it will be very difficult to change so do it right the first time.

b. The products quality and companies ability to deliver should be taken as a given at this time. 

c. Not all customers view the companies offerings in the same way, so segment.

d. May objective is to find out what services they desire:

i. Lot size-do customers want to buy in units of one or multiples.

ii. Marker decentralization-how served, 1-800 number or around the corner.

iii. Waiting Time-immediate delivery or assurance of delivery or both?

iv. Product variety- need to specialize or variety.

v. Service back-up- again immediate on-site or wait and choose.

e. These are difficult things to get tangible answers for, thus survey with this in mind.

2. Decide on the Appropriate Outlets.

a. Self-service, after sale service.

b. Coin new names to describe what they may want e.g. discount brokers, financial supermarkets.

c. Most importantly, do not be hamstrung my industry experience.

3. Find out about costs.

a. Find impartial assessment of costs, three steps:

i. Feasible for the company?  Trade-offs between costs and service.

ii. Channel support, back-up of desired system-is it possible?

iii. Gain insights from in-house knowledge base and salespersons into the costs associated with the different systems.

4. Bound the “Ideal”

a. What it really takes to please the customer.

b. Check with management regarding their thoughts of implementability.

c. Executives trade off objectives.

d. Check into the “traditions” and get behind the assumptions.

5. Compare your options.

a. This new ideal system versus existing system:

i. The existing system, the management bounded system and the ideal system are all in sync.

ii. The ideal system is different from the existing and the management bounded system-careful investigation into the managements perceptions called for.

iii. All three systems differ.

b. The ideal system acts as a stake in the ground from which to pursue.

6. Review your pet assumptions.

a. Distinguish between serious constraints and ordinary prejudice.

b. Call managements assumptions into question.

c. Get outsiders to checks bounded reasons e.g. legal and traditional bounds.

7. Confront the gap.

a. Confront the gap between it practices or objectives and the ideal. This is done by bringing together everyone in an off-site meeting designed to bring all players face-to-face to source out problems.

8. Prepare to implement.

a. Management now has a full understanding of the trade-offs in the different systems and the possible obstacles to implementation.

May come down to the final act of acknowledging that the system is good and should not be messed with.

Going to Market by Robert Dolan

The marketing channel acts as the relationship manager between the manufuacturer and the customer base.  There are four main tasks that the market channel is responsible for:

· Demand generation

· Demand fulfillment

· After sales service 

· Information/Market feedback for strategy development

The are many different ways in which to go to market e.g. Tupperware, Avon, Compaq with both third party resellers and direct selling via the Internet, The Gap with stores and internet and BMW with franchised dealers.

There are two keys to going to market:

· Designing the network e.g. who is on the team and what do we want each to do.

· Managing the network.

How do we motivate each facet to do what we want, and how in the long term do we hold the system together in light of new products and evolution of the customer base.

The old system was that you reached the customer in a single way, and usually you handed off this to a channel partner who did everything.  However now it is too important to not segment the market and design different ways to reach each market.  

Moriarty and Moran break down the process for demand generation into four subtasks:

· Lead generation

· Lead qualification

· Pre-sale activity persuading target customer

· Closing the sale

· Post-sale service

· On-going account management

For example the tasks needed to obtain and maintain the “at home-office” buyer are:

1. Preliminary

· Attract attention as potential supplier

· Position company as one-stop shop for all needs

2. Present the offering

· Describe the available products

· Demonstrate Products

· Communicate Prices

3. Sale to Install

· Accept order

· Provide rapid delivery

· Enable easy assembly

4. Post/Sale

· Manage warranty issues

· Sell accessories

· Extend credit

Moriarty and Moran suggest using a “hybrid grid” where the tasks to be accomplished are column heads and ways of accomplishing the tasks are rows.  This way it is possible to see how much can be done in house and what may need to be partnered out to channel partners.  For each segment that is desired different approaches may be necessary e.g. the different approaches for a furniture manufacturer between going after the “at-home/office” segment and large corporate clients.

Be prepared that with different channels,there may be channel conflicts, Compaq computer is the perfect example of where they tried to by-pass their third-party resellers with direct via the internets sales.  “leakage” is the term that is used for the conflict between the different channels, as one can move between the two channels.

There are three main distribution systems:

1. Exclusive, one seller in a region, where you hope to induce strong selling support by reseller, however customer must be willing to seek out the brand, specialty goods-automobiles.

2. Selective, limiting the number of outlets, increase the support that the reseller provides while also increasing shopper convenience, may top clothing brands are examples, shopping goods-televisions.

3. Intensive, desire max share of space, convenience goods-shaving cream.

There are also three main sources of conflict between the manufacturer and the distributors:

1. Goals, each is trying to serve its stakeholders, contracts needed to specify results.

2. Understanding the proper scope of activities.  Functions that each party will carry out, target population.

3. Perceptions of reality.  Salesforce on the street sees actual reactions to products, versus managements ideal perceptions of “superior quality.”

