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PREFACE

NEWTO THIS EDITION

The primary goal for this Eighth Edition, as reflected in the change in the title—from
Marketing Channels to Marketing Channel Strategy—has been to create a comprehensive,
research-based, action-oriented guide for practicing managers and managers-in-training
with an interest in how to adopt and apply real-world channel strategies. This edition of
the book is structured to provide background knowledge and process steps for under-
standing, designing, and implementing high-performing channel strategies.

Other significant changes to this edition include the following:

* A new channel strategy framework, introduced in Chapter 1, defines the structure
of the rest of this book, providing a structured approach that guides managers
through the steps necessary for evaluating an existing marketing channel strat-
egy or for developing and implementing a new one. A new figure offers a visual
representation of this approach (see Figure 1-3).

* To provide a foundation for developing channel strategies, three newly formu-
lated chapters each support a specific stand-alone analysis that is critical for
designing an effective channel strategy:

* End-user analysis in Chapter 2
* Channel analysis and audits in Chapter 3
* Make-or-buy analysis in Chapter 4

* A completely revised Chapter 5, on designing channel structures and strategies,
integrates material from multiple chapters in the previous edition together with
new material, to walk readers through three key channel design decisions. The
revised chapter also offers a new perspective on the eight factors that influence
the intensity versus selectivity trade-off and its effects on channel strategy.

* Chapter 9 is completely new. It focuses on the emerging channel structures and
strategies that result from dramatic changes in the business environment, such
as the shift from products to services, the globalization of firms and industries,
and increases in e-commerce. These changes are causing new channel systems to
emerge, with the potential of disrupting many tradition channel institutions.

* Chapter 12, now titled “Managing Channel Relationships,” offers an increased
emphasis on the role of strong relationships in successful channel management.
Recent academic research added to this chapter cites the key influence of rela-
tionship velocity on future channel performance and the detrimental effect of
perceived unfairness in channels.

* Noting the increasing importance of information and knowledge sharing for
channel success, we have integrated information-sharing notions and applica-
tions throughout the book as a key channel function. Thus, information sharing
appears within the efficiency templates in Chapter 3, demonstrated with new
examples related to CDW and building materials.

* Some of the most dramatic changes in retail structures and strategies for the
top 250 global retailers, due to globalization and consolidation, are outlined in

Xix
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Chapter 6. The fundamental shift to e-commerce in many product categories is
also highlighted throughout the book (e.g., music, books), along with the neces-
sary shifts in strategy.

Overall, Marketing Channel Strategy is designed for an international audience of
managers and managers-in-training. The focus is firmly on marketing channel strategy,
that is, the set of activities focused on designing and managing a marketing channel to
enhance the firm’s sustainable competitive advantage and financial performance. More
simply, companies and processes come together to bring products and services from
their point of origin to their point of consumption. Through marketing channels, the
originator of the products or services gains access to markets and end-users. Channel
structures and strategies thus are critical to any firm’s long-term success.

The book features examples taken from around the world and from a range of
industries and markets. However, the ideas and processes generalize to virtually any
context and channel situations. Sidebars appear in every chapter to highlight key
channel issues and strategies and provide concrete examples of the theories, pro-
cesses, and ideas presented in the text.

Each chapter is also designed to stand on its own. The chapters are modular,
so they can be combined with other material and used in various classes for which
channels play an important role (e.g., service marketing, marketing strategy, sales
management, business-to-business marketing). The content of each chapter reflects
leading academic research and practice in distinct disciplines (e.g., marketing, strat-
egy, economics, sociology, political science).

Beyond this modular design, the four major parts of this book reflect some over-
riding themes. Part I consists of just one chapter, which introduces the basic ideas and
concepts underlying channel strategy. To help channel managers design a strategy and
then manage it over time, Chapter 1 addresses some central channel questions:

* Why are marketing channels important?

* What is a marketing channel strategy?

* Who participates in a marketing channel?

* Why do marketing channels exist?

* What are the key functions performed by marketing channels?

The answers suggest that a marketing channel strategy entails three stages:
(1) analyzing and designing, (2) benchmarking, and (3) implementation or manage-
ment. Parts II-IV address each of these stages in turn.

In particular, Part II, Designing Channel Strategies, comprises four chapters that
describe how to align the needs of upstream and downstream members of the chan-
nel to enable all the parties to work together to meet target end-users’ demands, at
minimum cost. We start with a detailed discussion of how to employ an end-user
analysis to segment markets, in accordance with end-users’ needs, and then select
certain segment(s) to target (Chapter 2). In Chapter 3, we outline methods for evaluat-
ing existing channels by auditing their efficiency and potential service or cost gaps.
These two analysis steps lead into the task of determining whether to perform chan-
nel functions in-house or outsourced, so Chapter 4 describes the make-or-buy channel
analysis. Finally, we summarize the design phase, as it appears with regard to three
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design questions: the degree of channel intensity, the mix of channel types, and the
use of dual distribution (Chapter 5).

With Part III, Channel Structure and Strategies, we provide the means for channel
managers to understand some of the most common channel structures and strategies:
retailing (Chapter 6), wholesaling (Chapter 7), and franchising (Chapter 8). With such
an understanding, managers can identify best practices to integrate into their new or
revised channel systems, as well as compare their own channel structure and strat-
egy with previously developed channel systems. This section thus provides lessons
learned by previous channel managers, helps today’s readers avoid the same common
mistakes, and allows them to take advantage of known channel efficiencies. Finally,
Chapter 9 offers guidelines to help managers address and design creative, emerging
channel structures and strategies, in accordance with constantly changing business
environments.

Finally, Part IV, Implementing Channel Strategies, focuses on the five factors
that lead to optimal channel management and help ensure ongoing channel success.
Specifically, channel managers need to identify and work with the source of each
channel member’s power and dependence (Chapter 10), as well as recognize and
avoid potential channel conflict (Chapter 11), so that they can build and maintain
good working relationships among channel partners (Chapter 12). The last two chap-
ters detail how to manage channel policies and legalities (Chapter 13) and logistics
(Chapter 14), and thus maintain the effectiveness and efficiency of the channel system.

The framework presented in this book is thus useful for creating a new channel
strategy in a previously untapped market, as well as for critically analyzing and refin-
ing a preexisting channel strategy. Supporting materials for this textbook are available
to adopting instructors through our instructors’ resource center (IRC) online at www.
pearsonhighered.com.
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