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DISTRIBUTION POLICY 
 

2.1.20 Define/Explain the meaning of distribution.    
 

 Distribution is the channel that the product follows from manufacturing to the 
consumer.  

 Goods need to be distributed from where they are manufactured to the place where 
the consumers are. 

 
2.1.21 Outline/Discuss/Explain the channels of distribution.   
 

 Distribution is the channel that the product follows from manufacturing to the 
consumer. 

 Essential that the channel is the most effective. 

 Channel must also be cost efficient for the product and reaches the target market. 

 Most common distribution channel includes a wholesaler and a retailer before the 
product reaches the consumer. 

 Example: A sweet manufacturer would produce sweets and send them to a 
wholesaler in large quantities. The wholesaler sells the sweets in large boxes at bulk 
prices to retailers. The retailers would then sell them to the consumer. 

 
 
2.1.22 Differentiate/Distinguish between direct and indirect channel of distribution. 

 

Direct distribution Indirect distribution 

-Involves the producer√ and the 
 consumer√ 

-There are middlemen between the 
  producer√ and the consumer√ 

-The wholesaler and the retailer are  
 cut√ from the process√ 

-The wholesalers and retailers act as  
 negotiators√ between the producer and  
 consumer√ 

-Direct contact with target market√ 
 for feedback and improvements√ 

-Very little control√ over customer service√ 

-Better end user price√ as no  
 intermediary costs√ 

-Products may be expensive√ as  
 intermediary costs are added√ 

-Carry all the risks √ -Risks are shifted to intermediaries√ during  
 the distribution of the product to end user√ 

 
2.1.23 Explain the meaning of intermediaries     
 

 Refers to all the people that fall is part of  the distribution process between the 
producer and the consumer.  

 They are the middlemen. 

 Act as negotiators and mediators between the producer and the consumer. 

 Examples are wholesalers, retailers, agents and brokers. 
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2.1.24 Outline/Mention different types of intermediaries.  
  
Wholesalers  

 Buys large quantities from the producers and sells it to the consumers. 

 Wholesaler is able to get cheaper prices on the products it purchases from the producer. 

 The wholesaler transport and stores the product for the producer. 

 Transport and storage cost must be factored into the wholesaler’s price when it sells its 
good to the consumer. 

 
Retailers  

 Retailers are shops that sells to the consumers. 

 Many retail outlets have staff that can advise and assist the customer on their purchase. 

 Some retailers specialise in one specific type of product. Example: cell phone retail 
outlet. 
 

Agents/Brokers  

 Large manufacturers usually contracts agents and brokers to distribute their products. 

 Agents will create a link between the manufacturer and the retailers. 

 Agents act as representatives for producers and wholesalers. 
    Examples are Tupperware, Justine beauty products.  

 Brokers are specialised agents in a certain field of expertise. 
Examples are insurance brokers, stock brokers. 

 Agents and brokers are normally remunerated on a commission basis. 
 
Franchises  

 Refers to independent businesses, which fall under a common brand or product. 

 They are intermediaries for the manufacturers. 

 The individual franchise retail outlets are intermediaries to the main brand and company. 

 Most of the recipes, packaging and price list are produced centrally and then distributed 
to the various outlets. 
Examples: McDonalds, KFC,  Steers, Spur restaurants and others. 
 

2.1.25 Explain the role of intermediaries in the distribution process. 
 

4.4.3 Justify the importance of intermediaries in the distribution process. 

 Intermediaries are specialists in selling, √ so the producer may be able to reach a wider 
audience√ 

 They can achieve greater sales √by using intermediaries√ 

 The producer may not have the expertise or resources√ necessary to sell directly to the 
public√ 

 The intermediary may be able to provide more efficient distribution logistics,√ for e.g. 
transporting the product to various points of sale. √ 

 Overall distribution costs may be lower using an intermediary√than if the business 
undertook distribution itself, even when the intermediary’s commission is taken into 
account. √ 
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2.1.26 Draw the channel of distribution. 
 
4.4.4 Different types of distribution channels 

 
Producer-consumer√√ 

 This is the shortest channel√ as the producer sells directly to the consumer√ 
 

Producer→ retailer→ consumer√√ 

 The producer sells goods to the consumer√ using the retailer.√ 

 This is a single distribution channel√ 
 

Producer→ wholesaler→ retailer→ consumer√√ 

 This is the traditional distribution channel, the consumer buys from the shop, which 
buys from a wholesaler, √ which in turn gets its stock in bulk from the manufacturer√ 

 Consumer products such as maize meal are sold by the producers to the 
wholesalers, who again sell to retailers√ then to the consumers√ 
 

Producer→ agent→ wholesaler→ retailer→ consumer√√ 

 Agents often connect the manufacturer√ to the wholesaler or retailer√ 

 The more intermediaries there are in a distribution channel√the more consumers can 
be reached√ 

 Especially consumers in the rural areas√ who will also have access to goods√ 
 

2.1.27 Briefly explain the reasons why manufactures may prefer to make use of direct 
or indirect distribution methods. 

 
Reasons for direct distribution methods 
- Manufacturer prefers to negotiate with the consumer√ because the manufacturer needs 

to demonstrate the product/provide after sales service.√ 
- Intermediaries are not willing√ to distribute the manufacturer’s goods.√ 
- No auxiliary services√ are offered by the intermediaries.√ 
- Intermediaries cannot deliver the product to the consumer  soon enough√  

as the product is perishable.√ 
- Retailers and consumers prefer the manufacturer to supply directly to them√ because 

the products will be cheaper.√ 
 
Reasons for indirect distribution methods     (Via Afrika) 
- Manufacturers may not have enough money to pay for the distribution of the products. 
- The manufacturer is not knowledgeable about the distribution of the product. 
- The manufacturer can use the capital saved by not acting as a distributor.  
- Many manufacturers do not have enough related products to justify their efforts and cost 

in distributing their products themselves. 
- A geographically scattered target market makes distributing an expensive process. 
- In order to keep distribution low, it may be better to make use of intermediaries. 
- Many manufacturers cannot supply the necessary auxiliary services. 
 


