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Learning objectives (1)

Explore the determinants of channel 

decisions

Discuss the key points in putting together and 

managing global marketing channels

Discuss the factors influencing channel width 

(intensive, selective or exclusive coverage)

Explain what is meant by integration of the 

marketing channel
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Learning objectives (2)
Describe the most common export 

documents

Define and explain the main modes of 
transportation

Explain how the internationalization of 
retailing affects the manufacturer

Define grey markets and explain how to 
deal with them

Explain what is meant by the ‘Banana Split 
Model’
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Figure 16.1 Channel decisions
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Figure 16.2 A hyphothetical channel sequence in the Japanese consumer market
Source: Lewison (1996, p. 271)
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Figure 16.3 Three strategies for market coverage
Source: Lewison (1996, p. 271)
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Figure 16.4 Factors influencing channel width
Source: adapted from Lewison (1996, p. 279)
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Functions performed by 

intermediaries

Carrying of inventory

Demand generation

Physical distribution

After-sales service

Credit extension to customers
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What is this?

What form of integration means seeking 

control of channel members at different 

levels of the channel? 

Vertical integration



Slide 16.11

Hollensen: Global Marketing, 5th Edition, © Pearson Education Limited 2011

What is this?

What form of integration means seeking 

control of channel members at the same 

level of the channel (i.e. competitors)? 

Horizontal integration
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Guidelines for anticipating 

and correcting problems with 

international distributors (1)

Select distributors – do not let them select you

Look for distributors capable of developing 

markets

Treat the local distributors as long-term partners

Support market entry by committing money, 

managers and proven marketing ideas
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Guidelines for anticipating 

and correcting problems with 

international distributors (2)

Maintain control over marketing strategy

Make sure distributors provide you with 

detailed market and financial performance 

data

Build links among national distributors at 

the earliest opportunity
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Figure 16.6 Criteria for evaluating foreign distributors
Source: adapted from Cavusgil et al. (1995)
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What is this?

What term is used to describe the 

movement of goods and services 

between suppliers and end users?

Logistics
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Exporter Importer 

1

Importer’s 

bank 

2

Bank in 

exporter’s 

country
3

4

Manufacturing

5

Secure transport

and documentation
6 Ship

7

8

Customs

Import

warehouse

9

Figure 16.7 The export procedure
Source: Albaum et al. (1994, p. 419).
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Most common 

export documents

Transportation

Bill of lading

Dock receipt

Insurance certificate

Banking

Letter of credit

Commercial

Commercial invoice

Government 

Export declaration

Consular invoice

Certificate of origin
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Main modes 

of transportation

Road

Water

Air 

Rail
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Factors affecting 

transportation mode decision

Cost of different transport alternatives

Distance to the location

Nature of the product

Frequency of the shipment

Value of the shipment

Availability of transport
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Services provided 

by freight forwarders

Coordination of transport services

Preparation and processing 

of transport documents

Expert advice
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Factors affecting 

level of inventory decisions

Order cycle 

time

Customer

service levels
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Issues affecting 

warehousing decisions

Where the firm’s customers are 

geographically located

The pattern of existing and future 

demands

The customer service level required
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Figure 16.8 Bosch-Siemens’ European distribution centres
Source: Albaum et al. (1994, p. 419)
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Internet 

distribution strategies

Present only product information on the Internet

Leave Internet business to resellers

Leave Internet business to manufacturer only

Open Internet business to everybody
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What is this?

What term is used to describe the ability 

of a channel member to control 

marketing variables of any other 

member in a channel at a different level 

of distribution?

Channel power
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Figure 16.10 Channel relationships and the concept of trade marketing
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Figure 16.9 The ‘Banana Split’ model. How much (in percentages of the retail value 

in the UK) stays with each chain actor to cover costs and margin
Source: adapted from Vorley, B. (2003), Fig. 7.2, p. 52
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What is this?

What term is used to describe the 

importing and selling of products 

through market distribution channels 

that are not authorized by the 

manufacturer?

Grey marketing
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Figure 16.11 Grey marketing (parallel importing)
Source: Paliwoda (1993, p. 300). Reprinted with permission from Butterworth-Heinemann Publishers, a division of Reed Educational & Professional Publishing Ltd.
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Strategies to reduce 

grey marketing

Seek legal redress

Change the marketing mix

– Product strategy

– Pricing strategy

– Warranty strategy
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Figure 1 De Beers’ diamond distribution
Sources: adapted from De Beers Annual Report and Bergenstock and Maskukla (2001)
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Nokia E71
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Questions for discussion (1)

Discuss current distribution trends in world 

markets

What are the factors that affect the length, width 

and number of marketing channels?

 In attempting to optimize global marketing 

channel performance, which of the following 

should an international marketer emphasize: 

training, motivation or compensation? Why? 
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Questions for discussion (2)

When would it be feasible and advisable for a 

global company to centralize the coordination of 

its foreign market distribution systems? When 

would decentralization be more appropriate?

Do grey marketers serve useful marketing 

functions – for consumers and manufacturers?

Why is physical distribution important to the 

success of global marketing? 
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Questions for discussion (3)

Discuss the reasons why many exporters make 

extensive use of services of freight forwarders

Discuss the implications for the international 

marketer of the trend towards cross-border 

retailing

Many markets have relatively large numbers of 

small retailers. How does this constrain the 

international marketer? 
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For discussion (4)

How is retailing know-how transferred 

internationally?

What services would the manufacturer like 

to receive from the retailer?


