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Chapter 1
Introduction
1.1 Availability as distribution channel output
Creation of availability constitutes the core of marketing. Every marketing
practitioner is involved in making goods and/or services available to customers.
Availability refers to the possibility for buyers to obtain products that possess
desired characteristics at an acceptable cost. In a broad sense creation of availability
involves virtually all activities that a firm could possibly undertake, including
technical product development, production, distribution, and communication.
Manufacturers add value particularly through product transformations, wholesale
and retail traders are almost exclusively concerned with service delivery through
their distribution and selling efforts.
This book considers the availability of finished products, given their intrinsic
characteristics resulting from successful production according to specifications and
given consumer perceptions of these characteristics resulting from advertising and
other mass-media information. The goods considered could be semifinal or final
provided their production process has been completed . Creation of availability of
finished products comprises adjustment of differences between the quantity and
quality of the product(s) at the point and time of production and the time and place
1

Products exist with intrinsic characteristics that undergo intended changes during physical
distribution, e.g. cheese and wine. For these products physical distribution activities, such as
storage, are an integral part of the production process and will therefore not be considered.
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at which the final consumer buys the product(s), the quantity in which she or he
buys it (them), and the quality of the product(s) at the time and point of usage or
consumption. This is done largely through distribution channels or marketing
channels. Stern, El-Ansary and Coughlan (1996, p.l) describe marketing channels
as "... sets of interdependent

organizations

product or service available for consumption
value-added

involved

in the process

or use"

and as encompassing "... the

benefits that members of the commercial,

end-users in the form of time, place, possession,

of making a

or selling, channel provide

and form utilities for

to

end-users" .
2

Distribution services are the outputs of the distribution functions, performed
by vertically and/or horizontally related distribution channel members, that are
instrumental in creating availability. Chapter 2 illustrates and discusses many
possible interpretations of the role of distribution organizations in the creation of
availability. The focal point is that through facilitation of a customer's shopping or
procurement process and product use, whether by lowering implicit shopping cost,
contributing to the pleasure of shopping, or assisting consumers in making better
decisions, a distributive organization can attract buyers and consequently increase
its profits . Important distribution service elements include offering a product
assortment, information provision, accessibility of the supplier's organization,
product delivery, quality maintenance, and ambience .
3
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The terms "marketing channel" and "distribution channel" are often used interchangeably,
although Stern, El-Ansary, and Coughlan (1996) do recognize the differential meaning of the two
channels. One key distinction, implicifly suggested by Stern et al., is that distribution channels
satisfy consumer demand through product delivery, while marketing channels in addition stimulate
demand, for example through promotional activities. In this view marketing channels perform more
functions than distribution channels. Corey, Céspedes, and Rangan (1989) avoid this distinction
and define a distribution channel from the perspective of the organizations involved as "The
product distribution system, including the producer's salesforce, independent distributors, agents,
broker, and captive distributors". Both channel types exclude production. For the purpose of
conceptual clarity this book uses the term distribution channels as systems designed to create
availability through physical distribution processes.
The term distribution services will be used throughout this book. Other related expressions, such
as customer services, product services, logistic services, value-added services, or (marketing)
channel services, are widely used in literature. Although these terms often are, at least to a certain
extent applicable to, or even encompassing distribution services, the term distribution services
remains central and will be used throughout the text.
Although so-called pure services are not the focus of this book, a large part of its discussion
applies not only to goods but to pure services as well. With respect to many services however no
clear distinction exists between production and distribution processes, mainly because service

4
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Every individual experiences a need for availability and consequently values a
seller's efforts with respect to creation thereof, i.e., the provision of distribution
service. Availability is a subjective concept; consumers differ in their demand for
distribution service, i.e., their needs, wants, and desires with respect to where and
when a certain (combination of) product(s) can be obtained, and the quantity and
quality of these products. Consequently, consumers will have differential
perceptions of a distribution channel's performance and the value created through it.
Consumer demand for distribution service is driven by several factors, both
economic, psychological, and social, enduring as well as situational. Arbitrary
examples include the intrinsic need for variety (cf. McAllister and Pessemier 1982)
by which individuals cannot but adopt a varied consumption pattern, time
constraints with respect to shopping, and the purpose for which shopping is done.
The assortment is an important, if not the most important, distribution service
element that is related to many other distribution service elements and enables
delivery of many potential customer benefits resulting from supplier distribution
service provision. Distribution service elements such as product quality and
ambience are inextricably linked to customers' assortment perceptions, whereas
service elements related to product delivery follow largely from assortment size and
composition, at least in a retail environment. Assortments can be considered as
collections from which one or more items can be chosen, either simultaneously or
consecutively, in order to satisfy certain needs, wants, and/or desires. Assortments
exist at different levels of aggregation and hierarchy. At a low level of aggregation
assortments are collections of goods consumers keep at home. Every day a
consumer makes multiple choices from in-home assortments, including the clothes
he or she will wear during daytime, food that will be prepared for meals, and
television programs that will be watched. At a higher level of aggregation an
assortment is the joint offering of goods and/or services by a retail outlet. A
collection of multiple retail outlets in a shopping centre constitutes an assortment of
stores. When shopping for groceries a consumer chooses whether to visit a
large-scale supermarket or a number of smaller specialized stores. Once a store has
been selected the consumer chooses from multiple product categories and multiple
production and distribution require supplier-customer interactions, production and consumption
occur simultaneously, and consequentiy production and distribution may coincide.

4
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brands within each category. On an even higher level a consumer considers a
collection of different shopping centres in a geographical region as an assortment,
and so on. A similar reasoning applies to wholesale and manufacturer assortments.
A retailer selects her supplier(s) from multiple wholesalers who in turn face
decision making from product offerings by assortments consisting of multiple
intermediaries and/or manufacturers, each carrying their own assortment of goods
and services.
Creation of availability through offering an interrelated collection of items
adds surplus value, exceeding the sum of individual items' values, for a decision
maker. Consumers' preference for basket shopping constitutes a strong force that
justifies and explains among other things the existence of middlemen in marketing
channels and the emergence of retail conglomerates. Together with distribution cost
efficiency, in particular with respect to time, inventory, and transportation,
consumer preference for assortments is a force that supports the existence of
multiple retail outlets that carry to a large extent overlapping merchandise. The
assortment carried by a trading organization is strongly connected with other
distribution service elements, such as information provision, and delivery at the
right time and place. In addition, assortments are a marketing instrument that can be
used to influence purchase behavior through the particular combination of items
carried. Because of their central and influential role in distribution service provision
and creation of consumer demand, assortments - in particular assortments carried by
retail outlets - form an important topic in a number of chapters of this book. In spite
of the specific attention for assortments in certain chapters, these chapters also
investigate other distribution service elements, depending on the research question
discussed.

1.2 Evolution of distribution service
During the last decades much attention has been devoted to customer behavior with
respect to goods and services. The last two or three decades, more specifically since
Bucklin's (1965, 1966) theory and analysis, distribution services have been more or
less overlooked as a concept by economic theory and marketing scientists, despite
their impact on consumer behavior and their important role in the innovation of

Introduction

5

trade institutions. This section briefly introduces a number of developments that
justify the increasing focus on distribution service in theory and in management
practice.
In the old days, when agricultural domestic production and non-monetary
exchange of goods dominated the economy, producers created availability by
getting together and forming marketplaces in order to facilitate comparison and
trade with other producers who were also potential buyers. Nowadays, a huge
variety of products exists and due to multiple reasons a large and complex variety of
marketing channels has emerged. Technological developments with respect to
(agricultural) production and distribution have led to the emergence and growth of
organizations that specialized in one or more distributive functions. In 1900, 62.0%
of total US labor force was employed in goods-producing industries (including
agriculture, mining, construction, and manufacturing), and only 8.2% were engaged
in goods distribution (including wholesale and retail trade, transportation, and
storage). By 1980 these percentages were 26.5 and 25.5, respectively (Oi 1992). In
The Netherlands about 18% of total labor force was employed in goods-producing
industries in 1997, and approximately 25% was employed in goods distribution
(CBS 1999). In 1960 these percentages were approximately 42 and 22, respectively
(CBS 1971). Wholesale and retail trade generally perform many distributive
functions and exist by virtue of their role in creating availability through
establishing successful transactions with their customers. They allocate thenresources in such a way as to effectively and efficiently assist (potential) customers
in searching the right product at a fair price, arranging delivery and receipt, etc.
Several distributive functions, such as transportation and storage, are performed by
specialized middlemen that service manufacturers, retail or wholesale traders, and
their respective customers with respect to for example delivery.
The evolution of distribution services relates to developments in both the
demand and the supply-side of markets. From the 1960's on attention for
distribution service focused on practical problems with respect to the delivery of
goods, including inventory management, transportation, routing, etc. Until the late
1970's cost minimization under service constraints was the objective of most
scientific research and management efforts. Now that individual organizations'
physical distribution cost reductions have reached their lower limits, the
significance of demand side factors has been increasingly recognized. Continuously
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changing market factors, including technological innovations, prices of inputs, and
demographics, interact and urge trade organizations towards more or less drastic
adjustments of their service outputs in order to survive in the long run. In the near
future new and fast growing service sectors, in particular information technology
services, will offer technologically advanced products that extend the possibilities
with respect to the provision of distribution services. Consider, for example, the
potentially enormous impact of widespread internet shopping (cf. Alba et al. 1997).
In most developed real-world markets the number of goods and services that
are available for consumers to satisfy similar needs, wants, and desires is growing
steadily, making it increasingly difficult for producers and trade to differentiate
their offerings in the consumer's mind. Since the possibilities for product
differentiation on the basis of intrinsic product characteristics are limited, offering
excellent distribution services has become an increasingly important source of
product and organization differentiation. Price competition requires retailers carry
carefully designed assortments and offer matching services, such as has been done
by several discounters. Many organizations sell identical products to different
consumer segments at different prices using different, customized, distribution
service packages. For example, supermarkets may offer differential personal service
on different time-periods during the day.
Changes in economic and demographic characteristics of households have
changed demand for distribution service (Betancourt 1991; Oi 1992). In developed
economies in today's society most consumers' have the means to fulfill their basic
needs and desires. This encourages the tendency to seek variety (cf. McAllister and
Pessemier 1982) and stimulates consumers' desire to obtain products with higher
added value, such as quality and convenience, for which they are willing to pay
extra. Also, in economically advanced countries the total number of households
increases, while the average size of households o^minishes. This implies an increase
in demand for goods and services that are associated with the mere existence of
households, imposing higher demands on distribution system output. Higher car
ownership - which has lowered the cost of visiting a distant store - and a decrease in
home inventory costs - mainly through affordable refrigerators - have lead to an
increase in the size of shopping baskets and to an increase in consumers' willingness
to visit relatively distant stores, albeit less frequently. An important demographic
development concerns the rapid growth of the proportion of the population

