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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	1 – I – Channel of Distribution is the method through each products move from Producer to Consumer. It is the middle men between where the products are produced and where the products will be purchased by the final consumer. The Channel of Distribution begin with the manufacturer, pass through the intermediaries and facilitating agencies, and end with the consumer. However, it is mostly involved with what happens between the manufacturer and the final consumer, i.e. the intermediaries. This flow can be related to physical distribution and/or switching of ownership. The majority of producers do not sell directly to the final consumer, therefore, intermediaries will purchase the products in bulk directly from the producer, and resell them individually to the consumer. In this process (switching of ownership), the ownership of the product begins in the manufacturer, then it is own by the intermediary, and finally it is owned by the consumer. The physical distribution aspect is regarding the logistical operations involved in the transport of the physical products. The channel is actually a group of associations that carry out interconnected and harmonized functions in moving goods from manufacturers to consumers. The distribution channel transfer the product from the limited number of locations where it is produced, and makes it available to the consumers who are distributed throughout the country. It ensures that the product is available where the consumer is most likely to purchase it, i.e. that it is available at the right time and at the right place. 

1 – II – A channel of distribution is the path that the product takes from producer to consumer. This path can be done directly or indirectly. A direct channel is when manufacturers sell their merchandise to consumers directly and without the use of intermediaries. For example, Nike selling their products through their own brand retail stores, or amazon selling their own products through their website. In both examples, since the product is produced until it is purchased by the consumer, ownership does not change. A direct channel of distribution is the shortest and simplest form of distribution channel, since it only consists of two entities, the producer and the consumer.
On the other hand, an indirect channel is when manufacturers sell their merchandise to consumers through a chain of intermediaries. In some cases, it is not feasible for the producer to sell their product directly to the consumer, and require the use of intermediaries in order to make the product available for the final consumer. For example, Milka selling their chocolates in supermarkets. In this case, the supermarket purchases bulk quantities of chocolates and sells them to the final consumer. This means that the ownership changes from Milka to the supermarket, and then from the supermarket to the consumer. This distribution channel consists of three entities, the producer, the retailer, and the consumer. Where the supermarket is the middlemen through which the product passes to reach its final destination.

1 – III – Channels of distribution are the intermediaries through which a product passes until it reaches the end consumer, and it can involve wholesalers, retailers, dealers, etc. Therefore, multiple channel distribution is the used of more than one of these channels. The manufacturer may decide to have his product available to the consumer through the use of both wholesalers and retailer if that fits his goals and distribution strategy. Intensive distribution is one Distribution Intensity strategy and relates to the number of intermediaries involved in each channels. The channels of distribution might establish the use of both wholesalers and retailers, and the distribution intensity while establish how many specific wholesalers and retailers are used to sell the product. For example, a book publisher wants their product to be available to be purchased through Amazon, Waterstone, and WHSmith websites. The channel of distribution relates to the use of the internet, and the distribution intensity relates to the three specific websites that sell the product through that channel. 
Channels of Distribution is the type of intermediary, while Distribution Intensity is the quantity of those intermediaries. Therefore, Multiple Channels of Distribution is the use of several types of channels, and Intensive Distribution is the use of several intermediaries from each of those channels.

1 – IV – Distribution Intensity refers to the scale of the distribution network, i.e. the number of intermediaries involved in the distribution channel. This intensity can be divided into three categories: Intensive, Selective, and Exclusive. 
Selective Distribution places a restriction on the number of outlets that will be allowed to carry the item, and is an halfway point between using all available outlets (Intensive), and using as few as possible (Exclusive). By using a limited number of outlets, the producer can choose the most appropriate or best-performing outlets and focus efforts on them. It also enables him to establish a good working relationship with the intermediaries since they are a more manageable number, and can help the manufacturer gain optimum market coverage and more control at a lesser cost than intensive distribution. This distribution strategy works best with products with a perceived value to the consumer, were the buyer is prepared and willing to meet the producer selling criteria, rather than expecting the product to be available everywhere. Products such as electronics, where the consumer might have a preference for brand or features, will do a certain degree of product research before deciding on the specific product to buy, and is willing to go the extra mile to acquire the specific preferred product.
Exclusive Distribution is an extreme form of Selective Distribution, and it places an even higher level of restriction on the number of outlets that will be allowed to carry the item. This in turn will result in a higher level of control over the intermediaries and a lower cost in distribution. This distribution strategy is more appropriate for those items that are slow to move, come with an enhanced unit value, and have a high perceived value by the customer, were they are willing to accept the exclusivity of the availability, such as cars or designer clothes. Under this policy, the manufacturer and middlemen have an agreement, and the firm agrees to channelize the products exclusively through the chosen middleman in all of the market or a part of it. This policy allows the manufacturer the most control over prices, services, and promotions, etc.
Selective Distribution and Exclusive Distribution are both distribution policies where the intermediaries allowed to sell the product are carefully selected and limited. Selective Distribution applies a medium level of restriction, while Exclusive applies a very high level of restriction.

1 – V – Distribution Intensity relates to the scale of the distribution network. It is the number of intermediaries involved in selling a product, e.g. whether a manufacturer has is product available at 10 or 100 retailers from where the final consumer might purchase the product. This intensity depends of the nature of the product, and on the particular strategy of the manufacturer. It can be classified as Intensive, Selective, or Exclusive.
Intensive distribution uses all outlets available, giving the product the maximum exposure in the market for sale, and is usually used with product with low unit cost and a large turnover, such as consumer goods or hygiene products. The aim is to cease all sale opportunities and reach every potential consumer. Selective distribution uses a limited number of outlets for the product, and is usually used with product with a medium unit cost and turnover, such as clothes or electronics, were the consumer is also more selective regarding the desired item, and is willing to meet the availability criteria set by the manufacturer to obtain that specific item. Exclusive distribution has an even more limited number of outlets for the product, and is usually used with product with a high price per unit, are slower to move, and require post sale service, such as cars or specific professional equipment.
Distribution Intensity relates to the scale of the distribution network, as defined by the distribution strategy. The higher the number of distribution outlets and channels, the higher the distribution costs. The distribution intensity is a policy that will be decided by the manufacturer with the aim of balancing the level of product exposure and distribution costs.

1 – VI – Choosing the proper channel to distribution of goods should meet a balance between the product availability to the customer and the costs of that distribution. For example, having a car model available in every possible dealership in the same geographical area will have a significant distribution cost and it might not be necessary, making the extra costs of distribution a waste. On the other hand, having a brand of toothpaste only available at two or three supermarkets, might not yield enough profit for the manufacturer, making the distribution ineffective. Therefore, the distribution channels for a product should be decided depending on the product, the market, the middleman, and the company.
Product considerations includes: Perishability (The amount of time a product is proper to be consumed. Products with low shelf life must be supplied through short channels in order to maximize their availability to the consumer before they expire), Bulkiness (The size and weight of the product. Heavy and large products will have increased distribution costs and should be supplied through short channels in order to minimize those costs. On the other hand, smaller and lighter objects can be supplied through longer channels without incurring significant distribution costs.), Product Technicality (The electrical and electronic complexity of the product. Products with a high level of complexity require presale and after sales services throughout the life of the product. This means that any intermediary selected must be able to provide this service, or the manufacturer might decide to use a shorter channel and sell the product directly to the final customer, and provide that service themselves. On the other hand, products with a low level of complexity which do not require after-sale services can be sold by any intermediary, and can be supplied through longer channels for more extensive distribution), and Product value (The price per unit of the product. Usually, products with a low unit price are distributed with the use of longer channels for an extensive distribution, which ensures that the product has the most exposure possible, and the highest number of units are sold. On the other hand, product with a high unit price might be more selective about the distribution channels, since the distribution costs will affect the profit per unit.)
Market considerations includes: Customer size (The number of customer purchasing the product. The higher the number of customer purchasing the product, the higher the quantity of product needs to be supplied to the point of sale in order to meet the demands. Therefore, long and several channels are required for extensive dispersal of the product. Otherwise, the product will not be available for the costumer and the manufacturer will lose potential profits. Products where a small quantity of costumers purchases a large quantity of items, the manufacturer might be able to meet the demands with short channels.), Probable sales volume (The quantity of items expected to be sold. The distribution channels selected must be able to meet the projected demands of the product. If the manufacturer expects to sell 10.000 units of a product in three months, it is unlikely that a single outlet will achieve that goal. Therefore, the total number of channels selected depends on the targeted product availability.), Concentration of buyers (The quantity of consumers in a single geographical location. One outlet in a location that can reach 10.000 consumers is more effective that two outlets that can only reach 3.000 consumers each. Therefore, sales and distribution efforts should be concentrated on locations that can reach the higher possible number of consumers. This will result in more product availability at a lower distribution cost.), and Purchase order size (The quantity of items sold to a single consumer. When large quantity of items are purchased at a single time, it is more effective for the manufacturer to distribute the product directly or through the use of short channels. Long channels are cost effective in situations where purchase orders are not large enough to justify direct sale.)
Middleman considerations includes: Types of middlemen (How trustworthy and reliable the intermediary is. The intermediary will perform a variety of functions, therefore, the manufacturer must have confidence in his capability and competences, and will choose the channel based on the intermediary involved in that particular channel.), Channel competition (The competition existing in a certain channel, and the competition benefits for the manufacturer.), and Middlemen availability (The services available to be used by the manufacturer. An existing channel might not have any intermediaries available to take on the manufacturers business.)
Company considerations includes: Distribution Costs (The amount of money used during distribution functions. The higher the amount of money used for the distribution of the product, the less will be the manufacturer's profit), Experience and Ability (The manufacturer's own capacity to distribute his product. If the manufacturer has the knowledge and the experience, it may feel comfortable performing the distribution functions himself. On the other hand, if the manufacturer does not know how to perform those functions, it may prefer to use an intermediary for those functions.), and Financial Strength (The manufacturer financial ability to perform his own distribution functions. If the manufacturer has the financial possibilities, it might choose to perform his own distribution functions. On the other hand, a manufacturer with less financial power might prefer to use an intermediary with a distribution system already in place.).

2 – A – Wholesaler
2 – B – Wholesaler
2 – C – Retailer
2 – D – Dealer
2 – E – Retailer
2 – F – Wholesaler

ACTIVITY:

"Fnac" is a French franchise of retail stores with over 75 stores in 8 countries. Besides the local stores, the consumer may also purchase products through their website, having a specific website for each country. This particular store is integrated in the local shopping center. Fnac sells cultural and electronic products, and their products can be grouped in the following categories: Books, CDs and DVDs, Consoles and Video Games, Computers and Peripherals, Mobile Phones, Televisions, Photo and Video Cameras, and Audio Players. The books are purchased through national publishers, who besides supplying their own national titles, also supply translated versions of international titles. All of the electronics and related products are purchased through a network of wholesalers which was already established by the national headquarters of the franchise. Before this particular store opened in 2014, there were already over 20 stores operating in Portugal, and the wholesalers that provide every product were already in contract with the national branch of the company.
It was also mentioned one important aspect to consider when purchasing inventory, the delivery time and how that affects season specific products. For example, special Christmas edition of already existing products. When ordering this products it is necessary to order them with enough advance that once the season begins, the products are available in stock and ready to be put on the shelves. If the purchase of this items is mismanaged, than the item might not have enough shelf time to maximize sells and profits. This is particular important with this items, because once the season passes they will stop selling, and any leftover inventory will be costly to the store. This can be clearly noticed since every year Christmas decorations and special sales seem to start even earlier than the previous year, in an effort to maximize the selling period of these seasonal products.
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