Marketing Channel

Definition:

Marketing channels are sets of interdependent organizations involved in the process of making a product or services available for use or consumption.

Functions of Marketing Channel (Kotler, p491)

· They gather information 

· They develop and disseminate persuasive communications 

· Agreement on price and other terms 

· They place orders with manufacturers

· They acquire the funds 

· They assume risks connected 

· Successive storage and movement of physical products

· They provide for buyer’s payment 

· Actual transfer of ownership 

Classification of Marketing Channel (Kotler, p492-493)
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Steps Involve in Selecting a Channel (Mannan, p36)
Step 1:  Analysation of the product

Step 2:  to determine the nature and extent of the market

Step 3:  to review of the existing or available channel

Step 4:  to appraise of cost, sales and profit possibilities of each 

             channel

Step 5: to conduct of a market survey
Step 6:  to define the nature and extent of cooperation

Step 7:  review and appraisal of channels

How a Trade Channel Disrupted (Mannan)
1. By retailers

Before:

Manufacturer > Wholesaler > Retailer > Consumer

After:

Manufacturer > Retailer > Consumer

2. By government interference

Before:

Producer > Faria/Bepari > Aratdar > Kachabelar > Pakabelar > Foreign buyer

After:

Producer > Govt purchase center > Exporting organization > Foreign buyer

3. By technological change

· Cold storage protects some perishable goods from deterioration

4. By cooperative marketing

Producer > Wholesaler > Retailer > Consumer

Producer > Cooperative society > Consumer

Factors governing the choice of channel 
(Gandhi, p361-365)
A. Market factors:

1. Consumers:

a) Number

b) Location

c) Purchase pattern

2. Intermediaries
3. Competitors
B. Product factors:

1. Industrial/ consumer product

2. Perishable nature
3. Unit value
4. Technicality
5. Newness and market acceptance
6. Style obsolescence
7. price stability
C. company factors:
1. Financial strength

2. Past channel experience

3. Marketing policies

4. Reputation

5. Market control desired

D. Environmental factors:

1. Economic

2. Legal

3. Fiscal structure

E. Financial factors:

Sales volume and distribution cost

R1 = (S1 – C1/C1)

Where,

R1 = Return on investment

S1 = Estimated sales

C1 = Estimated cost
