INDUSTRIAL MARKETING
WEEK 7
INDUSTRIAL MARKETING CHANNELS AND ECOMMERCE
LECTURER: DR. WANJIKU KINYANJUI

By the end of this topic the readers should understand:
· channel management in business markets
· the role of industrial distributors and manufactures representatives in marketing channels
· the nature of e-commerce in business markets. 
· the role of e-commerce in a firm’s marketing strategy.

Introduction
Marketing channels are also referred to as a distribution channel or trade channel. They are a set of interdependent organizations that make a product or service available to customer for use.
A channel is a way or outlet to market and sell products. Channel Management is a process where the company develops various marketing techniques as well as sales strategies to reach the widest possible customer base
Distribution channels play a vital role in business:
· by ensuring efficient product distribution,
·  expanding market reach, 
· enhancing customer satisfaction. 
· They facilitate the movement of goods from manufacturers to consumers
· They handle tasks such as warehousing, transportation, and inventory management.

Industrial Marketing Channels
Marketing channels are the link between manufacturers and customers in the channel of distribution.  The channel accomplishes all the tasks necessary to effect a sale and deliver products to the customer. 
These tasks include making contact with potential buyers,
· negotiating,
· contracting, 
· transferring title, 
· communicating,
· arranging for financing, 
· servicing the product, and providing local inventory,
· transportation, and storage. 
These tasks may be performed entirely by the manufacturer or entirely by intermediaries, or may be shared between them.
Factors affecting the nature of Industrial channels
· Geographical distribution 
· Channel size 
· Characteristics of intermediaries 
· Mixed system

a) Geographical Distribution
Business intermediaries (such as distributors or dealers) are highly concentrated geographically. 
They are found where business market exits, in large cities or towns with business estates.

b) Channel Size
Business/Industrial channels are short and involve a type of intermediary for selling and handling the products. 
The reason for the shorter channels 
· the organizational buyers expect product availability, technical expertise, and serving capabilities. 
Sometimes the channels are direct from the manufacturers to the customers, without intermediaries. 
c) Characteristics of Intermediaries. 
Business intermediaries are often technically qualified. They have close relationship with the industrial organizations.
Business marketers use industrial distributors, manufacturers’ representatives, or brokers to reach customers.
d) Mixed System
Some business marketers use a mixture of direct and indirect channel in order to meet the requirements of different market segments
The business firm may use its own sales force for a large-volume of customers, and independent distributors or dealers to cover small-scale organizations.

Industrial Marketing Channels
A marketing channel, is an outlet platform that allows businesses to connect and communicate with their target audience in the realm of production and industrial goods. An industrial marketing channel is a network of intermediaries that facilitate the exchange of goods or services between producers and industrial customers. These intermediaries can include distributors, brokers, value added resellers and manufacturer’s representatives.

The diagram below shows various ways to structure business marketing channels. Some channels are direct—the manufacturer must perform all the marketing functions needed to make and deliver products. Others are indirect; that is, some type of intermediary (such as a distributor or dealer) sells or handles the products.
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Industrial Distributors/Dealers
· Most important intermediary in distribution channel. 
· Industrial distributors are small and independent business firms serving narrow geographic market.
· They perform a variety of functions or tasks. (called as full-function middlemen). 
Manufacturers’ Representatives
They are also called agents or sales agents. Their main function:
 a. to promote sales
 b. secure orders.
 c. fulfil the market information.
· They do not buy, store, or finance the transactions.
· They are paid a commission on sales which varies from industry to industry and also according to tasks involved in the selling job

Brokers
These middlemen bring together buyers and sellers by providing information on what is available and required. They may represent either the buyer or the seller. This relationship is a short-term one.
· Their function is to find potential buyers, negotiate, and complete the sale.
· Brokers do not buy or handle products.
· They are paid on commission basis.
· They deal with standard products or raw materials, and
Their role is vital when information on market and products is not available completely.
Value-Added Reseller
· A VAR (value-added reseller) is a company that takes an existing product and adds its own "value" usually in the form of a specific application for the product.
·  For example, in the computer industry, VARs may buy a special computer application, and resell it as a new product or "package





ECOMMERCE
E-commerce involves “business communications and transmissions over networks and through computers, specifically the buying and selling of goods and services, and the transfer of funds through digital communications.”
E-commerce can be applied to almost all phases of business, with the net effect of creating new demand or making most business processes more efficient.
E-commerce can be applied to:
· procuring and purchasing products; 
· managing the process for fulfilling customers’ orders;
· providing real-time information on the status of orders,
· online marketing and advertising; 
· creating online product catalogs and product information data sets; 
· managing the logistics process; and processing the payment of invoices.
E-commerce can be applied to almost any aspect of business to make all processes more efficient.
Based on Internet technologies, an intranet is an internal network accessible only to company employees and other authorized users.
For business marketers, the Internet has been effective as a powerful communication medium, an alternative channel, a new venue for a host of services, a data gathering tool, and a way to integrate the supply chain.
The e-commerce strategy must be carefully crafted, beginning with a focus on firm objectives. Once a firm has established objectives, it can formulate an Internet strategy. Included in the strategy is a consideration of the product-related dimensions of the Internet offering, the most visible of which is the firm’s Web site.
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