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Learning Outcomes
At the end of this unit students should be able 
to:

• describe and explain the following channels of 
distribution for goods and services (traditional, 
modern and direct).

Setting the Scene
Coca-Cola – within arm’s reach of desire
The Coca-Cola Company has come a long way 
since the product was invented in 1886 by Dr John 
Pemberton as a remedy for an upset stomach. With 
sales in excess of 1bn units per day Coca-Cola is the 
world’s number one soft drinks brand.

To achieve sales at this level Coca-Cola has created 
an extensive and well organised global distribution 
network which attempts to guarantee that Coca-
Cola will always be “within arm’s reach of desire”. 
Anywhere you are likely to want a soft drink, Coca-
Cola will be there.

The Company operates a worldwide franchise 
system supplying syrups and concentrates to over 
1,200 bottling operations, in over 200 countries.

Place
Marketing has been defined as the process involved 
in putting the right product in the right place at 
the right time at the right price.

Clearly then, if firms such as Coca-Cola are to 
successfully market their products, they must 
ensure they provide consumers with the goods 
they require at a price which is acceptable and in a 
location which is convenient.

Companies such as Coca-Cola spend a huge 
amount of time and energy on ensuring that their 
product is available to consumers whenever they 
wish to consume it.

The choice of method used by Coca-Cola to get its 
goods to its consumers is known as the channel of 
distribution.
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Channel of distribution
The term channel of distribution refers to the 
method used to get goods and services to a location 
where consumers can purchase them. In other 
words, it is that method through which goods and 
services are transferred from the manufacturer, to 
the final consumer. The diagram below shows the 3 
main distribution channels.

Channels of distribution

Manufacturer

Wholesaler

Retailer

Consumer

1.  Direct Distribution (Manufacturer to 
consumer)

 
 This channel distributes goods from the 

producer directly to the end user. Sometimes 
known as a zero level channel it is growing in 
popularity as a result of the increase in direct 
selling. Examples include farm shops where the 
farmer sells directly to the consumer or bespoke 

jewellery where the jeweller makes a single item 
of jewellery to meet the exact specifications of 
the consumer.

2.  Modern Distribution (Manufacturer to  
retailer to consumer)

 Also known as a one level channel this is a 
common channel of distribution in consumer 
markets. This is due to a result of the growth of 
large retail chains such as TESCO and M&S who 
prefer to buy directly from the manufacturer 
rather than from a middleman as they can often 
secure better prices if they deal directly with the 
manufacturer.

3.  Traditional Distribution (Manufacturer to 
wholesaler to retailer to consumer)

 Two level channels such as these are still 
common in consumer markets, where small 
retailers do not have the buying power to 
purchase directly from the manufacturer 
and therefore must buy their stock from a 
wholesaler.

Choosing a distribution channel
The actual choice of distribution channel chosen by 
a firm will depend on a wide range of factors which 
include:
• the cost of the distribution channel;
• the speed with which goods reach the final 

consumer;
• the geographical coverage of the channel 

selected; and
• the reliability of the channel.

In most cases, manufacturers will not stick rigidly 
to one distribution channel but will instead use a 
range of distribution channels as appropriate to the 
good or service they are producing. For example 
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companies such as Heinz sell their products directly 
to consumers via their website, sell to retailers such 
as Sainsbury’s and sell to retailers via wholesalers 
such as Hendersons and therefore can be described 
as distributing their goods via all three channels.

Case Study
PlayFun

PlayFun sells children’s outdoor playground 
equipment. To display these large playsets, PlayFun 
decided that it would be more cost effective not 
to have a retail outlet but to sell all their products 
online.

Potential customers can browse their website and 
buy different styles and combinations of play sets 
to suit their children’s needs. 

1. What is meant by the term channel of 
distribution? [3]

2. What are the advantages to PlayFun for selling 
their products directly online? [2]

3. Explain why it might be unwise for PlayFun for 
using only this distribution method? [2]

Key Terms
• Marketing has been defined as the process 

involved in putting the right product in the right 
place at the right time at the right price.

• The term channel of distribution refers to the 
method used to get goods and services to a 
location where consumers can purchase them.

 
Revision questions
1. What Coca-Cola meant by the term “within 

arm’s reach of desire”? [1]
2. Explain what is meant by a zero level channel. 

[1]
3. What factors should a firm consider when 

choosing a distribution channel? [4]
4. Explain why small retailers are more likely to 

buy their goods from a wholesaler rather than 
directly from the manufacturer. [3]
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