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Learning Objectives:Learning Objectives:

 Understand what the major types of 
marketing intermediaries that occupy this marketing intermediaries that occupy this 
sector
U d t d  h t  k ti  d i i   Understand what marketing decisions 
these marketing intermediaries make

 Understand what are the major trends 
with marketing intermediarieswith marketing intermediaries
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Th f Ch t Si tThe essence of Chapter Sixteen:

In the previous chapter, we examined marketing 
intermediaries from the viewpoint of manufacturers intermediaries from the viewpoint of manufacturers 
who wanted to build and manage marketing channels. In 
this chapter, we view these intermediaries—retailers, 
wholesalers, and logistical organizations—as requiring 
and forging their own marketing strategies. 

Intermediaries also strive for marketing excellence and 
can reap the benefits like any other company.can reap the benefits like any other company.
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Th f Ch t Si tThe essence of Chapter Sixteen:

Many of the more successful intermediaries use 
strategic planning, advance information systems, and strategic planning, advance information systems, and 
sophisticated marketing tools.  

They measure performance more on a return‐on‐
investment basis than on a profit‐margin basis.  They 
segment their markets  impro e their market targeting segment their markets, improve their market targeting 
and positioning, and aggressively pursue market 
expansion and dversification strategies.  expansion and dversification strategies.  
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Retailing

R t ili   ti iti  i l d i   lli  Retailing: activities involved in selling 
goods/services directly to final consumers 
for personal, non‐business use
A retailer or retail store is any business A retailer or retail store is any business 
enterprise whose sales volume comes 
i il  f   t ili gprimarily from retailing
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Table 16.1 Major Retailer Types
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Retailing – Types of Retailers

Store retailers, non‐store retailers & retail 

organi ationsorganizations

Best‐known: department store

Retail‐store types pass through stages of 

g th & d li   th   t il lif   lgrowth & decline ‐ the retail life cycle
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Retailing – Types of Retailers

LEVELS OF SERVICELEVELS OF SERVICE
The The wheelwheel‐‐ofof‐‐retailing retailing hypothesis:hypothesis:ff gg ypyp

Normal retailers increase services & prices 

to cover costs

Higher costs ‐ opportunity for new stores 

to offer lower price & less serviceto offer lower price & less service
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Retailing – Types of Retailers

R t il     iti  th l    Retailers can position themselves as 
offering one of four levels of service:

1. Self‐service

2. Self‐selection

3. Limited service

4. Full service
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Figure 16.1    Figure 16.1    Retail Positioning Map
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Retailing – Types of Retailers

Non store retailing grow faster than store Non‐store retailing grow faster than store 
retailing

Falls into 4 major categories:
1. Direct Selling 

multilevel selling, network marketing

2. Direct Marketing
3. Automatic Vending3. Automatic Vending
4. Buying Service
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CocaCoca--ColaCola
di hidi hi

Retailing – Types of Retailers

vending machinevending machine
Shinjuku, Japan

Vending machines -
effective distribution 

t i Jsystem in Japan

Products sold throughProducts sold through 
vending machines -2-13

soft drinks, beers & 
cigarettes to instant

16-13

cigarettes to instant 
noodles



Retailing – Types of Retailers

CORPORATE RETAILINGCORPORATE RETAILING
Increasing number of retail stores g
form corporate retailing

Achieve economies of scale

Greater purchasing power

Wider brand recognitionWider brand recognition

Better-trained employees
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Retailing – Types of Retailers

M j   fMajor types of
corporate retailing:p g
1. Corporate chain stores

2. Voluntary chains

3 R t il  ti3. Retailer cooperatives

4 Franchises
2-15

4. Franchises

5. Merchandising conglomerates
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Table 16.2 Major Types of Corporate Retail 
OrganizationsOrganizations
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Retailing – New Models for Success

il i ilRetail store assortments similar
To compete: Frequent merchandise update, p q p ,
store remodeling, own brand etc

2 models emerging:2 models emerging:
S   il b d  h1. Strong retail brand approach

In‐house brands feature strongly
2. The showcase store

Sells other brands & vendors responsible for 
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Retailing – Trends in Retailing

1. New retail forms & combinations1. New retail forms & combinations
2. Growth of intertype competition
 C titi  b t   t b d &  t3. Competition between store‐based & non‐ store‐

based retailing
4. Growth of giant retailers
5. Traditional trade ‐ alive & well5
6. Growing investment in technology
7  Global presence of major retailers7. Global presence of major retailers
8. Upgrading of Asian retailers
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RetailingRetailing –– Trends in RetailingTrends in Retailing

2-19

Floating markets in ThailandFloating markets in Thailand
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typical of how mobile traditional retailers are in locationtypical of how mobile traditional retailers are in location
sells products like fruits, handbags & cooked food



RetailingRetailing –– Trends in RetailingTrends in Retailing
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Retailing – Marketing Decisions

TARGET MARKET  TARGET MARKET: 

Until defined & profiled  Until defined & profiled, 

retailer cannot make consistent decisions retailer cannot make consistent decisions 

on product assortment, store decor, 

advertising messages & media, price & 

service levels
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Retailing – Marketing Decisionsg

2-22

GIORDANOGIORDANO Junior targets Junior targets 
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Retailing – Marketing Decisions

PRODUCT ASSORTMENT  PRODUCT ASSORTMENT: 

Must match target market’s shopping Must match target market s shopping 
expectations

Product‐assortment breadth & depth

h l h ll ?The real challenge? 

Develop product‐differentiation strategyDevelop product differentiation strategy
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Table 16.3 Retail Category Management
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Retailing – Marketing Decisions

Product Differentiation possibilities:Product Differentiation possibilities:
I. Exclusive national brands ‐ not available at 

competing retailers
II. Mostly private branded merchandiseII. Mostly private branded merchandise

III. Blockbuster distinctive merchandise events

IV. Surprise or ever‐changing merchandise

V. Latest or newest merchandise firstf

VI. Offer merchandise customizing services

VII Off  hi hl   d 
16-25Copyright © 2009 Pearson Education South Asia Pte Ltd
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Retailing – Marketing Decisionsg

2-26

Stores selling cell phones & cameras
l T k ’ El t i St t
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along Tokyo’s Electronic Street, 
a specialized locationspecialized location for electronic products



Retailing – Marketing Decisionsg

2-27

Reject ShopReject Shop from Malaysia’s from Malaysia’s MetrojayaMetrojaya
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Retailing – Marketing Decisions

PROCUREMENT: establish merchandise sources, 

policies & practicespolicies & practices

Know acceptance criteria buyers used

Retailers ‐ demand forecasting, merchandise Retailers  demand forecasting, merchandise 

selection, stock control, space allocation & 
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Retailing – Marketing Decisions

Direct product profitability (DPP):

 P d t’  h dli g  t Product’s handling costs

 From time at warehouse until purchased From time at warehouse until purchased 

in retail store

From DPP‐ product gross margin bears 

little relation to direct product profit
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Retailing – Marketing Decisions

SERVICES & STORE ATMOSPHERESERVICES & STORE ATMOSPHERE
Services mixServices mix ‐ key tool to differentiate one y
store from another
Retailers  services mix to customers:Retailers ‐ services mix to customers:

1.1. Prepurchase servicesPrepurchase services1.1. Prepurchase servicesPrepurchase services

2.2. Postpurchase servicesPostpurchase services

3.3. Ancillary servicesAncillary services
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Retailing – Marketing Decisions

Diff ti ti  th h  li bl   iDifferentiation through reliable service
Keep women in mindp
 As they enter workforce
 More demanding of service More demanding of service

Atmosphere ‐ suits target market & draws 
them to purchase
 Eg: The Mall of Emirates in Dubai features ski Eg: The Mall of Emirates in Dubai features ski 

slopes even though Dubai is snowfree
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Retailing – Marketing Decisions

STORE ACTIVITIES & EXPERIENCESSTORE ACTIVITIES & EXPERIENCES

Growth of e‐commerce ‐ brick‐and‐mortar Growth of e commerce  brick and mortar 

retailers to respond

Entice Internet‐savvy consumers to visit Entice Internet savvy consumers to visit 

stores ‐ real‐life retailers develop new 

services & promotions
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Helping Stores to SellHelping Stores to Sell

Attract shoppers & keep them in storeAttract shoppers & keep them in store

Honor “transition zone”

Don’t make them hunt

Make merchandise easy to reach & touch

Men do not ask questions 

Women need space 

16-33Copyright © 2009 Pearson Education South Asia Pte Ltd
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Retailing – Marketing Decisions

t ilt i tt ilt i t
2-34

Berjaya Times Square, retailtainmentretailtainment
- Cosmos World, a theme parkCosmos World, a theme park,,

16-34

Cosmos World, a theme parkCosmos World, a theme park,,
provides shoppers entertainment in retail setting



Retailing – Marketing Decisions

PRICE DECISION  k   i i i  f  PRICE DECISION: key positioning factor 
 Target marketg

 Product‐and‐service assortment mix

C i i Competition

Like high Turns x Earns, but usually fall 

 High‐markup  lower‐volume group or High markup, lower volume group or 

 Low‐markup, higher‐volume group
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A Japanese A Japanese Retailing – Marketing Decisions

restaurantrestaurant

Display case 
h ishowing 

plasticplastic 
models of 
dishes2-36

Communicate 
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price & look



Retailing – Marketing Decisions

COMMUNICATION DECISIONCOMMUNICATION DECISION:

Communication tools to generate traffic & Communication tools to generate traffic & 

purchasesp

Eg: Ads, sales, money‐saving coupons & 

frequent shopper‐reward programs, in‐store 

food sampling
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Retailing – Marketing Decisions

LOCATION DECISION:LOCATION DECISION:
1. Central business district
2. Regional shopping center
3 Community shopping center3. Community shopping center
4. A shopping strip
5. Within a larger store

Consider provincial cities  capitalize on Consider provincial cities ‐ capitalize on 
potential growth
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Tokyo’s Shinjuku district - full of shops & 
offices Rents are high due to high trafficoffices. Rents are high due to high traffic

2-39
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Retailing – Marketing Decisions

Methods to assess locations:

1 T ffi   t1. Traffic count

2 S   f    h i g h bit2. Surveys of consumer shopping habits

3 Analysis of competitive locations3. Analysis of competitive locations
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Retailing – Marketing Decisions

Assess store’s sales effectiveness:

Number of people pass by, average day

% who enter store

% entering who buy 

Average amount spent per sale
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Suntec City
major retail &

Retailing – Marketing Decisions
major retail & 
office complex
in Singapore 

hashas

Fountain ofFountain ofFountain of Fountain of 
WealthWealth
Signifies 2-42

good luckgood luck
to tenants &  
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Private Labels

Private label brand  what retailers & Private label brand ‐what retailers & 
wholesalers develop

50 % limit to carry private brands WHY? 
1 Prefer certain national brands & 1. Prefer certain national brands & 
2. Many categories not attractive on a private‐

b d b ibrand basis

3 Asian markets  most rapid growth: 3 Asian markets ‐most rapid growth: 
Thailand, Korea & Singapore
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Private Labels – House Brands

Wh      b d ? Why sponsor own brands? 
1. More profitablep f
2. Differentiate selves from competitors

“No branding” ‐ certain staple consumer 
goods & pharmaceuticalsgoods & pharmaceuticals

Generics: unbranded, plainly packaged, Generics: unbranded, plainly packaged, 
cheaper versions of common products
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Private Labels – The Private Label Threat

R t il  Retailers: 
Many advantages & increasing market y g g
power

Charge slotting fee ‐ scarce shelf space 

Ch g   i l di l  Charge ‐ special display space

Build better quality store brandsq y

Consumers ‐more price sensitive
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Private Labels – The Private Label Threat

Manufacturer‐ higher prices – costs ‐
ensure strong brand preferenceg p

Spend less on promotion ‐ brand 
leadership spirals down

N ti l b d  f t ’ dilNational brand manufacturers’ dilemma

Invest in R&D: new brands  line extensions  Invest in R&D: new brands, line extensions, 
features & quality improvements
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Wholesaling – an overview

Wholesaling: selling goods/services to 
those who buy for resale or business usey

Wholesalers differ from retailers HOW?
1. Less attention to promotion, location & 

atmosphereatmosphere
2. Larger transactions & trade area
3. Government deals differ, legal regulations 

& taxes

16-47Copyright © 2009 Pearson Education South Asia Pte Ltd

& taxes



Wholesaling
overview– overview

Wholesaler if efficient in ≥ one function:
 Selling & promoting 
 Buying & assortment buildinguy g & asso t e t bu d g
 Bulk breaking 
 Warehousing Warehousing
 Transportation
 Financing Financing
 Risk bearing

k f Market information
 Management services & counseling
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Wholesaling
The Growth & Types of Wholesaling– The Growth & Types of Wholesaling

Wholesaling ‐major distribution feature in Asia
WHY? 

Growth of factories ‐ far from buyers

Advanced production orders ‐ not to specific 
ones

Increase ‐ intermediate producers & users

Adapt products ‐ needs – intermediate, final users
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Wholesaling
Wholesaler Marketing Decisions– Wholesaler Marketing Decisions

Wh l l di t ib t  Wholesaler‐distributors pressures:

1. New sources of competition

2. Demanding customers

3. New technologies

4 More direct‐buying programs by large 4. More direct‐buying programs by large 
industrial, institutional & retail buyers
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Wholesaling – Trends in Wholesaling

S f l  h l l di t ib tSuccessful wholesaler‐distributors
 Adapt servicesp

 Meet suppliers’ & targets’ changing needs

Reduce operating costs by investing in
 Advanced materials handling technology Advanced materials‐handling technology

 Information systems &

 The Internet
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Wholesaling – Trends in Wholesaling

Major complaints against  holesalers: Major complaints against wholesalers: 

1. No active product promotion1. No active product promotion

2. Low inventory ‐ struggle to meet ordersy gg

3. No current market, customer data

4. No capable managers ‐ lower own costs

5. Charge too much for their services
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Wholesaling – Trends in Wholesaling

St   l ti hi   f t     Strong relationship – manufacturers 4 ways4 ways
1. Clear agreement on expected functionsg p
2. Visit plant, trade show‐ insight to needs

3. Fulfill commitment ‐meet targets, 
feedback feedback 

4. Value‐added services to help their suppliers4 p pp
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Market Logisticsg

( )Supply chain management (SCM):

Procure the right inputs
(raw materials, components & equipment)(raw materials, components & equipment)

Convert to finished products &Convert to finished products &

Dispatch to final destinationsDispatch to final destinations
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Market Logisticsg

M k t l i ti  Market logistics: 

Plan infrastructure ‐meet demandPlan infrastructure  meet demand

Implement & control flow of materials & p
final goods from origin to use

Meet customer requirements at a profit
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Market Logisticsg

M k t l i tiMarket logistics
Challenges for distributors in Asia:g
 Geographic distances

P l ti  d it  & Population density &

 Supporting infrastructure

Impact market access & logistics efficiencyp g y
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Market Logisticsg

4 Steps to Market Logistics planning:

l1. Value proposition

2. Best channel design & network strategy2. Best channel design & network strategy

3. Excellent sales forecasts & warehouse, 
t t ti  &  t i l   ttransportation & materials management

4. Best information systems, equipment, policies 4 y , q p , p
& procedures
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Market Logistics
Integrated Logistics Systems– Integrated Logistics Systems

Market logistics task ‐ integrated logistics 

systems (ILS)systems (ILS)

 Materials managementg

 Material flow systems &

 Physical distribution

Abetted by information technology (IT)
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Market Logistics
Market Logistics Objectives– Market-Logistics Objectives

St  t d ff   t t l  t  b iStrong trade‐offs ‐ total system basis

1 What customers want  competitors offer1. What customers want, competitors offer

2. Competitors’ service standards2. Competitors  service standards

3. Establish promise to market3 p

4. Design system ‐minimize cost, achieve 

objectives
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Market Logistics
Market Logistics Objectives– Market-Logistics Objectives

Each possible market‐logistics system lead 
to following cost:g
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Market Logistics
Market Logistics Decisions– Market-Logistics Decisions

How should orders be handled? 

Where should stocks be located? 

How much stock should be held? 

How should goods be shipped?
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Market Logistics
Market Logistics Decisions– Market-Logistics Decisions

ORDER PROCESSINGORDER PROCESSING

Try to shorten order‐to‐payment cycleTry to shorten order to payment cycle

 Elapsed time between an order’s receipt, 

delivery & payment

Prepare criteria for the Perfect Order
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Market Logistics
Market Logistics Decisions– Market-Logistics Decisions

WAREHOUSINGWAREHOUSING

Decide on type  number & location of Decide on type, number & location of 

warehouses

To reduce warehousing costsg

 Centralize inventory in one place &

 Deliver orders from there
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Market Logistics
Market Logistics Decisions– Market-Logistics Decisions

INVENTORYINVENTORY:

Inventory cost increases accelerates as Inventory cost increases accelerates as 

customer service level nears 100%

Inventory decision making: Inventory decision making: 

 When to order (order point) 

 How much to order
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Market Logistics
Market Logistics Decisions– Market-Logistics Decisions

INVENTORYINVENTORY:

Optimum quantity: balance at different Optimum quantity: balance at different 

levels 

 Order‐processing costs:

 Setup

 Running

 Inventory‐carrying costs
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Figure 16.2 Figure 16.2 
Determining Optimal Order Quantityg p Q y
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Market Logistics
Market Logistics Decisions– Market-Logistics Decisions

R d   t   iti  i t  t   i k & Reduce costs: position inventory to risk & 
opportunity:

 Bottleneck item ‐ high risk, low opportunity

 Critical item ‐ high risk, high opportunity

 Commodities ‐ low risk, high opportunity

 Nuisance item low risk  low opportunity Nuisance item ‐ low risk, low opportunity
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Market Logistics
Market Logistics Decisions– Market-Logistics Decisions

TRANSPORTATION  TRANSPORTATION: 

Affect price, delivery performance & Affect price, delivery performance & 
condition of goods when they reach 
customer

5 transportation modes: rail, air, truck, 
waterway & pipelinewaterway & pipeline
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Market Logistics
Market Logistics Decisions– Market-Logistics Decisions

Criteria:

Speed
Transportation mode:

Privatep
Frequency

Private

Contract
Dependability
Capability

Contract

Common carrierCapability
Availability 2-69

Traceability
Cost
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Market Logistics
Market Logistics Decisions– Market-Logistics Decisions

C t i i ti   d  i   t i  Containerization ‐ goods in containers, 
easy transfer ‐ 2 transportation modes

 Piggyback: rail & trucks

 Fishyback: water & trucks

 Trainship: water & rail

 Airtruck: air & trucks
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Market Logistics
Organizational Lessons– Organizational Lessons

S i  VP  f l i ti   i l   i t  f 1. Senior VP of logistics ‐ single point of 
contact ‐ all logistical elements

2. Periodic meetings ‐ sales & operations ‐
review inventory, costs, customer, market, 
productionproduction

3. New software & systems ‐ key to superior 3 y y p
logistics performance
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Market Logistics
Organizational Lessons– Organizational Lessons

Strategies ‐ business view, not just costs

I f ti i t i   tInformation‐intensive system

 Electronic links to all partiesElectronic links to all parties

Set logistics goals

 Match/exceed competitors’ &

 Involve all relevant people
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Final discussion

Marketing Debate ‐ Should National Brand Manufacturers 
Also Supply Private Label Brands?
One controversial move by some marketers of major brands is to supply One controversial move by some marketers of major brands is to supply 
private label makers. For example, Ralston‐Purina & Heinz have admitted to 

supplying products ‐ sometimes lower in quality ‐ to be used for private 
labels. However, other marketers criticize this “if you can’t beat them, o , o yo ,
join them” strategy, maintaining that these actions, if revealed, may 
create confusion or even reinforce a perception by consumers that all 
brands in a category are essentially the same.

Take a position: Manufacturers should feel free to sell private labels as 

a source of revenue versus National manufacturers should never get a source of revenue versus National manufacturers should never get 

involved with private labels.

Marketing Discussion
Think of your favorite stores. What is that they do that encourages your 
l l ? h d lik b h i i ?
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loyalty? What do you like about the in‐store experience?


