
Marketing Channel 
Strategy
An Omni-Channel Approach

Ninth Edition

Robert W. Palmatier,
Eugene Sivadas, Louis W. Stern, and  
Adel I. El-Ansary



Brief Contents

Lists of Figures, Tables, Sidebars, and Appendices  xix
Preface  xxiii
Acknowledgments  xxvii

CHAPTER 1	 The Omni-Channel Ecosystem  1

CHAPTER 2	 Channel Basics  36

CHAPTER 3	 Channel Power  81

CHAPTER 4	 Channel Relationships  107

CHAPTER 5	 Channel Conflict  141

CHAPTER 6	 Retailing Structures and Strategies  171

CHAPTER 7	 Wholesaling Structures and Strategies  217

CHAPTER 8	 Franchising Structures and Strategies  249

CHAPTER 9	 Channels and International Markets  293

CHAPTER 10	 End-User Analysis: Segmentation and  
Targeting  319

CHAPTER 11	 Omni-Channel Strategy  345

Index  363	



Contents

Lists of Figures, Tables, Sidebars, and Appendices  xix
Preface  xxiii
Acknowledgments  xxvii

CHAPTER 1	 The Omni-Channel Ecosystem  1

Learning Objectives  1

Introduction  1

What Is a Marketing Channel?  3

The Changing Channel Landscape  4

Marketing Channel Actors  6

Manufacturers: Upstream Channel Members  8

Intermediaries: Middle-Channel Members  9

Wholesalers  9

Retail Intermediaries  9

Specialized Intermediaries  10

End-Users: Downstream Channel Members  10

Combinations of Channel Members  11

Online Channels  11

From a Multi-Channel to an Omni-Channel World  12

Distinction Between Multi-Channel and Omni-Channel Marketing 
Strategies: Trends Driving the Shift  13

Trend 1: Channel Participants Operate in a Connected World  14

Trend 2: Cross-Channel Shopping  14

Trend 3: Altered Shopping Norms  15



Contentsx

Trend 4: Move to Services  15

Trend 5: Targeted Promotions and Customer Insights  16

Channel Strategy Framework  16

Take-Aways  23

CHAPTER 2	 Channel Basics  36

Learning Objectives  36

Introduction  36

The Importance of Marketing Channel Strategies  36

Why Do Marketing Channels Exist?  37

Benefits for Downstream Channel Members  37

Search Facilitation  37

Sorting  38

Benefits to Upstream Channel Members  39

Routinization of Transactions  39

Fewer Contacts  39

The Key Functions Marketing Channels Perform  42

Channel Functions  42

Designing Channel Structures and Strategies  44

Auditing Marketing Channels  45

Auditing Channels Using the Efficiency Template  53

Evaluating Channels: The Equity Principle  57

Evaluating Channels: Zero-Based Channel Concept  59

Auditing Channels Using Gap Analysis  59

Sources of Channel Gaps  60

Service Gaps  62

Cost Gaps  63

Combining Channel Gaps  65

Evaluating Channels: Gap Analysis Template  67

Make-or-Buy Channel Analysis  70

Auditing Omni-Channels  71

Take-Aways  75



Contents xi

CHAPTER 3	 Channel Power  81

Learning Objectives  81

Introduction: The Nature of Marketing Channels  81

Power  83

Power as a Tool  83

The Five Sources of Channel Power  84

Reward Power  85

Coercive Power  86

Expert Power  88

Legitimate Power  89

Referent Power  91

Dependence as the Mirror Image of Power  93

Defining Dependence  93

Measuring Dependence  94

Utility and Scarcity  94

Percentage of Sales or Profits  95

Role Performance  95

Balancing Power: A Net Dependence Perspective  96

Imbalanced Dependence  97

Strategies for Balancing Dependence  97

Strategies for Tolerating Imbalanced Dependence  98

Power-Based Influence Strategies  100

Omni-Channels and Power  101

Take-Aways  102

CHAPTER 4	 Channel Relationships  107

Learning Objectives  107

Introduction  107

Why Do Relationships Matter in Marketing Channels?  107

Upstream Motives for Building a Strong Channel Relationship  108

Downstream Motives for Building a Strong Channel Relationship  113

Building Channel Commitment  115



Contentsxii

Need for Expectations of Continuity  115

Need for Reciprocation: Mutual Commitment  116

Strategies for Building Commitment  117

How Downstream Channel Members Commit  120

How Upstream Channel Members Commit  120

Building Channel Trust  121

Need for Economic Satisfaction  121

Strategies for Building Channel Partners’ Trust  123

Role of Noneconomic Factors  123

Decision-Making Processes  125

Overcoming Channel Distrust  126

Preventing Perceptions of Unfairness  126

The Channel Relationship Lifecycle  128

The Five Stages of a Channel Relationship  128

Managing the Stages  131

Managing Troubled Relationships  133

Relationship Portfolios  133

Relationship Quality  134

Multi-Channel Versus Omni-Channel Relationships  134

Take-Aways  137

CHAPTER 5	 Channel Conflict  141

Learning Objectives  141

Introduction  141

The Nature of Channel Conflict  142

Types of Conflict  142

Measuring Conflict  143

Consequences of Conflict  145

Functional Conflict: Improving Channel Performance  145

Manifest Conflict: Reducing Channel Performance  147

Major Sources of Conflict in Channels  148

Competing Goals  150



Contents xiii

Differing Perceptions of Reality  151

Intrachannel Competition  152

Omni-Channels  153

Identifying Multi-Channel Conflict  154

Managing Multiple Channels  156

Unwanted Channels: Gray Markets  157

Mitigating the Effects of Conflict in Balanced Relationships  160

Perceived Unfairness: Aggravating the Effects of Conflicts  161

Conflict Resolution Strategies  161

Forestalling Conflict through Institutionalization  162

Information-Intensive Mechanisms  162

Third-Party Mechanisms  163

Building Relational Norms  164

Using Incentives to Resolve Conflict  165

Take-Aways  167

CHAPTER 6	 Retailing Structures and Strategies  171

Learning Objectives  171

The Nature of Retailing  171

Classification of Retailers  172

Supermarkets  172

Warehouse Clubs  173

Department Stores  173

Specialty Stores  174

Discount Stores  174

Convenience and Drugstores  175

The Retail Landscape  175

The Big Players  175

Modern Shifts and Challenges  176

Retail Positioning Strategies  180

Cost-Side Positioning Strategies  180

Demand-Side Positioning Strategies  187



Contentsxiv

Bulk-Breaking  187

Spatial Convenience  188

Waiting and Delivery Time  188

Product Variety  189

Customer Service  190

Retail Channels  192

Internet Retail Channels  192

Direct Selling Channels  194

Hybrid Retail Channels  196

Retailer Power and Its Effects  199

Effects of Forward Buying  201

Effects of Slotting Allowances  203

Effects of Failure Fees  203

Effects of Private Branding  203

Retailing Structures and Strategies  206

Take-Aways  206

CHAPTER 7	 Wholesaling Structures and Strategies  217

Learning Objectives  217

Introduction  217

What Is a Wholesaler?  217

How Are Wholesalers Different from Distributors?  218

The Wholesaler-Distributor Landscape  220

Master Distributors  221

Other Supply Chain Participants  223

Wholesaling Strategies  224

A Historical Perspective on Wholesaling Strategy  225

Wholesaling Value-Added Strategies  227

Alliance-Based Wholesaling Strategies  228

Wholesaler-Led Initiatives  228

Manufacturer-Led Initiatives  229

Retailer-Sponsored Cooperatives  230



Contents xv

Consolidation Strategies in Wholesaling  235

Adapting to Trends in Wholesaling  237

International Expansion  237

Omni-Channels  237

B2B Online Exchanges  241

Online Reverse Auctions  242

Fee for Services  243

Vertical Integration of Manufacturing into Wholesaling  244

Take-Aways  245

CHAPTER 8	 Franchising Structures and Strategies  249

Learning Objectives  249

Franchising Formats  251

Product and Trade Name Franchising  251

Business Format Franchising  252

The Franchising Arrangement  253

Benefits of Franchising  256

To Franchisees  256

Startup Package  257

Ongoing Benefits  258

Competitive Advantages of Franchising  259

To Franchisors  260

Financial and Managerial Capital for Growth  261

Harnessing the Entrepreneurial Spirit  262

Reasons Not to Franchise  266

Franchising Strategies  267

Franchise Contracting Strategies  267

Payment Systems  268

Leasing  270

Termination  271

Contract Consistency  272

Contract Enforcement  272



Contentsxvi

Self-Enforcing Agreements  274

Company Store Strategies  274

Market Differences  275

Temporary Franchises and Company Outlets  275

Plural Forms and Synergies  276

Exploiting Franchisees with Company Outlets  278

Adapting to Challenges in Franchising  280

Survival Trends  280

Maintaining a Cooperative Atmosphere  281

Managing Inherent Goal Conflict  282

Multi-Unit Franchising  283

Franchising and Omni-Channels  285

Take-Aways  288

CHAPTER 9	 Channels and International Markets  293

Learning Objectives  293

Introduction  293

Key Middlemen in International Markets  295

Export Management Companies  296

Export Trading Companies  296

Piggybacking  297

International Retailers  297

International Franchising  300

International Distribution Challenges  302

The Role of Wholesalers  302

Marketing to the Base of the Pyramid  305

Defining the Market  305

Ethical Considerations at the BOP  305

Distribution to the BOP  307

Omni-Channels and Global Marketing  312

Take-Aways  314



Contents xvii

CHAPTER 10	 End-User Analysis: Segmentation and Targeting  319

Learning Objectives  319

Introduction: Understanding the Importance of Channel 
Segmentation  319

End-User Segmentation Criteria: Service Outputs  323

Bulk-Breaking  323

Spatial Convenience  325

Waiting or Delivery Time  325

Product Variety and Assortment  326

Customer Service  327

Information Sharing  328

Segmenting End-Users by Service Output  330

Targeting End-User Segments  334

Omni-Channels and End-User Segments  336

Take-Aways  337

CHAPTER 11	 Omni-Channel Strategy  345

Learning Objectives  345

Introduction  345

Key Challenges of the Omni-Channel Approach  347

The Four Pillars of an Omni-Channel Strategy  349

Harnessing Customer Knowledge  350

Leveraging Technology  352

Managing Channel Relationships  355

Assessing Channel Performance  358

Take-Aways  359

Index  363


