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Distribution Decisions in International Markets



Summary of the previous lecture

▪ We have now discussed all forms of market entry mode : 
Export, Intermediate and Hierarchical.

▪ We also discussed terms of doing business and pricing

▪ Country Manager simulation is also over (I hope you liked it !)



What is in this lecture?



Market Attractiveness : The first step.

▪ Explore the determinants of channel decisions.

▪ Describe the main channel design strategies. 

▪ Explain the criteria to assess foreign distributors. 



▪ So far, we have focused on market entry modes, the justification and 
research. 

▪ After choosing our strategy to get products into foreign markets, the next 
thing to think about is distribution channels. 

▪ It means thinking about how to distribute products in order to reach the 
final consumers.

The step after market entry



Distribution channels account for 15-40 percent of the retail price. That is the price that 
the end consumer will pay.

Key challenges and opportunities 

Technological developments : it accelerates channel evolution. 

Data Networks: It is nowadays easier to bypass traditional channels, and buy directly from 
the manufacturers.

Once the distribution structure is established, it is difficult to change it

Key facts in international distribution





▪ How the channel should be structured.

▪ How distribution should be managed and controlled. 

▪ How logistics should be managed?

Key channel decisions





▪ Consumer characteristics

▪ Nature of products

▪ Nature of demand/location

▪ Competition

▪ Legal considerations

External determinants in channel design



Key consumer characteristics in channel design:

Size

Geographic distribution

Shopping habits

Outlet preference

Any other factors

Every country is different. Doing research before entering the market reduce 
the risks. 

Consumer characteristics
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Do you agree to the following statements?

▪ Low priced, high turnover convenience products: The preference is intensive 
distribution network

▪ Consumer products channel is normally longer than industrial products.

▪ Luxury products are better to have short length but wide distribution.

Nature of product



▪ Consumer’s income

▪ GDP of the country

▪ Development of transportation infrastructure

Nature of demand/location



▪ What channel does our competition use? 

▪ Should we use a totally different distribution channel?

Competition



Legal factors: Selling alcohol in Sweden & Finland
• In Sweden and Finland, an international 

marketer should distribute beverages 

stronger than 3.5% by volume through 

state-monopoly owned outlets. 

• The same system also exists in Japan for 

tobacco imports where there is 20% 

charge for distributing foreign tobacco by 

state owned monopoly distributors.



▪ The length and the width of the channels employed.

▪ Length: Number of levels/ intermediaries.

▪ Width: Number of institutions at each level 

Channel Design





▪ Intensive distribution: Distributing the products through the largest 
number of different types of intermediary and the largest number of 
individual intermediaries of each type.

▪ Selective distribution: Choosing a number of intermediaries for each area 
to be penetrated.

▪ Exclusive distribution: Choosing only one intermediary in a market. 

Three strategies for market coverage 



Functions performed by intermediaries



Figure 16.4 Factors influencing channel width
Source: adapted from Lewison (1996, p. 279 ).
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