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bstract

The increase in the variety of channel formats, and the progression from single, to multi-, then to omni-channel marketing has made shopping
nd buying more convenient for consumers, but trickier to manage for marketers—both upstream suppliers and downstream retailers. The first
tep in managing multi- and omni-channel distribution is to find the specific metrics that will facilitate reliable analysis of the relationship between
istribution and marketing objectives. That is our primary goal in this article—to present the metrics, both old and new, that marketers, both
uppliers and retailers, need to monitor, and that academic researchers, both theoretical and empirical, should incorporate in their models. We
resent a basic framework for managing distribution, and summarize the metrics that are relevant to each element of the framework. Then, we lay
ut what we believe are important questions that multi- and omni-channel marketers are grappling with, refer the reader to what existing academic

esearch has to say about them, and suggest how future research can build off our framework and metrics to supplement what is known and address
hat is not.

 2016 New York University. Published by Elsevier Inc. All rights reserved.

cs; D

r
o
T
t
t
s
e
a
o
m
o
o
n
c

eywords: Distribution strategy; Multichannel; Omnichannel; Marketing metri

Introduction

Selecting the right combination of metrics to monitor and
anage distribution is a challenge for even the most sophisti-

ated marketers and it is not getting easier. The increase in the
ariety of channel formats, and the progression from single, to
ulti-, then to omni-channel marketing has made shopping and

uying more convenient for shoppers, but trickier to manage for
arketers—both upstream suppliers and downstream retailers.
Multichannel and omnichannel are terms that marketing prac-

itioners and academics generally use in the context of retailers
r of suppliers who sell directly to consumers through their
wn catalog, offline, and online channels. Verhoef, Kannan, and
nman (2015) exemplify this, and so do the articles in the special

ssue of the Journal  of  Retailing  they write about. Multichannel
efers to the design, deployment, coordination, and evaluation
f the different channels through which the marketer acquires,
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etains, and develops customers (Neslin et al. 2006). Its focus is
n managing and optimizing the performance of each channel.
he concept of omnichannel accepts the inevitability of needing

o employ multiple channels and is focused on integrating activi-
ies within and across channels to correspond to how consumers
hop. Another aspect of the term omnichannel is that it often
ncompasses not just the channels of distribution through which

 supplier’s products reach the consumer but also the channels
f communication – owned, paid, and earned – through which a
arketer interacts with the consumer. Thus, the typical scope of

mnichannel is narrow in one respect – referring to company-
wned distribution channels – but broad in another – blurring the
otions of push and pull and sounding like integrated marketing
ommunications.

We take the converse perspective in this article, one that we
elieve is important yet under-researched. We focus only on
hannels of distribution but we consider suppliers who distribute
heir products to consumers through not only company-owned

ut also independent retail channels. Single channel suppliers
ainly faced the problem of determining the right distribution

readth for their brands, trading off easy availability against

ed.
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annibalization and conflict among channel members, and
electing specific members that best fit the brand. And that was
ough enough! Multichannel marketing lets suppliers employ
ifferent channels of distribution to reach different market seg-
ents with different needs and tries to align customer segments

nd product lines with channels. The segments may be differ-
nt people or the same people at different stages in the customer
elationship. The multi-channel supplier usually focuses on trad-
ng off increased reach and service with conflict among channel

embers, mainly asking itself whether to use multiple channels
nd how to minimize conflict.

As omnichannel efforts by their downstream retail partners
ave increased, it has become important for suppliers to pay
ttention to the implications for their own channel management
ractices. They need to weave together, manage, and reward a
ombination of many types of channels to match how customers
ant to search, buy, and return. Managing omnichannel distri-
ution is like recruiting and coaching a team of players with
ifferent roles and skills, not only the best athletes in differ-
nt fields. Linemen rarely make touchdowns, but they protect
he players who do. So, if some channels increasingly get used
s showrooms while purchases get made elsewhere, the show-
ooms need to be rewarded. Becoming omnichannel is not easy
or retailers, as all the writing in the business and academic
ress makes clear. But, if it is a problem for retailers, it is an
ven tougher problem for suppliers to build a team and reward
he linemen, integrating not within one organization but across

ultiple independent firms.
Good metrics inform good management. Marketers need the

ight metrics to measure the effectiveness of their distribution
ecisions, balancing their own performance vis-à-vis their chan-
el partners’ performance in order to sustain the relationship. So
he first step in managing multi- and omnichannel distribution is
o find the specific metrics that will facilitate reliable analysis of
he relationship between distribution and marketing objectives.
hat is our primary goal in this article—to present the metrics,
oth old and new, that suppliers and retailers should monitor,
nd that academic researchers, both theoretical and empirical,
hould incorporate in their models. We begin by presenting a
asic framework for managing distribution. Then we discuss the
etrics relevant to each component of the framework. Finally,
e lay out what we believe are important questions that multi-

nd omnichannel marketers are grappling with, refer the reader
o what existing academic research has to say about them, and
uggest how future research can build off our framework and
etrics to supplement what is known and address what is not.
Why such an emphasis on metrics, the reader may ask. We

an offer several reasons. For starters, the specific metrics that
esearchers use in their models strongly influence the estimated
ffects and therefore the implications for practice. This is a rather
nder-appreciated fact. Second, while many metrics from the
ricks and mortar (for convenience, we will refer to it as “offline”
n the rest of the article) channel continue to be relevant today,

ew ones are needed to complement them in the online and
obile channels. Fortunately, many of the new metrics are eas-

er to compile than the traditional offline ones, and therefore
pen up opportunities for research that were not feasible before. m
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owever, some of the newer metrics that we present have not
et stood the test of time and we are the first to recognize that
hey are a beginning, not the final say.

Third, “big data” is a trend that marketers must learn to ride or
e outpaced by competitors who will. Technology has enabled
ore ways to track more channels more often. No single metric

r even two or three metrics, are likely to tell managers what
hey need to know about their channel performance. But more
ata are not always better and that applies especially to distri-
ution metrics. Marketers must carefully construct a portfolio
f metrics that tell them what they need to know and when they
eed to know it, about channel coverage, the contributions and
erformance of all partners in the ecosystem, and the sustain-
bility of those partnerships. We also hope that commercial data
uppliers will collect and compile these metrics and make them
vailable to practitioners and academics.

Fourth, there is a need for marketers, both upstream and
ownstream, to change their mindset about the extent to which
ifferent channels compete with and complement one another.
nd, along with the changed mindset comes the need for new
etrics. Suppliers are wise to pay attention to whether channel

artners are behaving in ways that will support the brand and
ustomer experience for both sides. As one example, free riding
s not a new problem, though it got a new name with “showroom-
ng”. Existing retailers, especially those with large investments
n bricks and mortar, decried it, and with good reason, as savvy
onsumers looked in the stores and bought online at a lower
rice. That continues to be the case, but, by some accounts,
webrooming” is just as prevalent as showrooming. And mobile
as re-established the importance of physical location, rede-
ned convenience and in-store visibility, and increased the reach,

n both space and time, of savvy marketers. As Avi Goldfarb,
 researcher who studies the differences between online and
obile, writes, “the  internet  killed  distance;  mobile  brought  it

ack” (Goldfarb 2013), and as David Bell, who has documented
everal ways in which physical location influences online behav-
or, writes “location  is still  everything” (Bell 2015). With the
elp of mobile, retailers are trying to make their stores effec-
ive showrooms for their own web channel instead of for online
ompetitors like Amazon.com. At the same time, suppliers who
ecide they want distribute through both sets of retailers must
gure out how to measure the contributions of different channels
long the path to purchase and reward them.

Before we proceed, we also want to say what this article is
ot. It is not a review of the academic literature. The metrics and
he directions we suggest for future research are not derived from
rior research—they are motivated squarely by the issues facing
arketers. Of course, we would be remiss if we did not identify
hat we know about these issues from the existing literature. So,
e provide relevant academic references, especially in section
n research directions, highlighting papers that we believe offer

 unique, broad, or generalizable view of each topic.
Guiding  Framework

Fig. 1 presents a simple but useful framework for how
arketers and academics should think about measuring and

http://Amazon.com
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Fig. 1. A framework for mea

anaging distribution. As Farris, Olver, and deKluyver formal-
zed in 1989, there are two dimensions of distribution—coverage
r breadth, and in-store attractiveness or depth. Distribution
readth is about how easy it is for a consumer to find an outlet
hat stocks the brand. Breadth may be high because the brand
s stocked in a large number of outlets, or because it is stocked
n the ones that are most important in the market or are very
rominently situated. Distribution depth, on the other hand, is
bout how easy it is for a consumer to find the brand within a
tocking outlet, and how attractive the brand looks relative to its
ompetition. Depth may be high because a large portion of the
rand’s product line is stocked, because it is prominently mer-
handised in the outlet, and the retailer is equipped and willing
o provide consumers with the information they need along the
ath to purchase.

The two-sided arrow between breadth and depth in Fig. 1
ignifies that the two are not independent of one another. While
readth and depth are two important and separate dimensions
f distribution, they need to be carefully balanced with an eye
o achieving a sustainable combination. How broadly a supplier
istributes its products influences the depth that stocking retail-
rs are motivated to invest in. The healthy competition among
esellers that distribution breadth fosters can improve depth.
ut too little breadth means sales may come easy, so compla-
ent retailers do not feel the need to work hard on depth. And
oo much breadth means retailers compete too intensely. Some
etailers will discount prices which squeezes their margins. They
hen reduce inventories and shelf space, and skimp on important
ervices such as stocking a full product line or having a trained
taff to support it. So how well a supplier manages its distribution
readth will influence the depth of distribution it achieves.

But why the reverse arrow? Because suppliers often use the
epth of distribution they enjoy as a gauge for whether they need
o adjust breadth. And also because, as we will discuss later,

epth determines an important aspect of breadth in online chan-
els. Breadth online is about how easy it is for a consumer to find
he brand online, for example, the position of websites stocking

p
T
s

 and managing distribution.

he brand on the first Search Engine Results Page (SERP). The
ERP position is driven by its relevance and quality—which
earch engines like Google assess from, among other things,
anding page experience, click-through and bounce rates, all of
hich are aspects of distribution depth.
What is all of this measurement and management of dis-

ribution intended to accomplish? Together, breadth and depth
f distribution drive performance in the market, both of the
pstream supplier and its downstream retailers. But, each party
as a fundamentally different perspective. The supplier is
ocused on its own brands and how much the retailer contributes
o the performance of those brands. The retailer is focused on
n entire category and store (or even the retail chain) and is
oncerned with how much the supplier and its brands con-
ribute to that performance. This divergence of perspectives
oes along with the classic problem of double marginalization
hereby retail prices and sales effort in independent channels

re not maintained at their total channel profit maximizing levels
Jeuland and Shugan 1983). The result is inevitable tension in
ow the total channel efforts and profit should be split between
he parties to achieve a balance that can sustain the channel
artnership. The two-sided arrow between the supplier’s and
etailer’s perspective on performance signifies the need to find
his balance. Neither can afford to focus only on its own perfor-

ance at the expense of the other—at least not for too long.
And finally, the two-sided arrow in the middle of the figure

ignifies the need to balance distribution breadth and depth with
he performance of both suppliers and retailers by matching dis-
ribution to market demand. In most retail markets there is an
equilibrium” relationship between a brand’s demand and sup-
ly, its market share and distribution (Reibstein and Farris 1995).
he brand must have sufficient availability to support its share
oals. Retailers require sufficient turnover to support the shelf
pace and inventories, and suppliers have to adjust advertising,

romotion and other consumer pull efforts to hit velocity targets.
ogether, these and other effects produce a balance between
hare and distribution levels. It is an uneasy balance, because
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that for brands that have a large product line and that are strong
enough to have made their way onto the shelf in most retail out-
lets, at least in CPG where intensive distribution is the norm,
Fig. 2. Distribu

ompetitors are constantly challenging with new products that
eek their own place in the distribution ecosystem or with invest-
ents in pull to jump-start demand and investments in push to

mprove distribution. And at the same time, new retailers as
ell as other intermediaries with new revenue models disrupt

he existing system. So, there is a need to constantly monitor
nd “tune” the system to improve performance.

In the next three sections, we present relevant metrics for each
f these components of Fig. 1—distribution breadth, distribution
epth, and distribution performance.

Measuring  Stocking  Outlet  Findability:  Metrics  for
Distribution Breadth

There are three fundamental measures for measuring distri-
ution breadth in the offline world: Numeric, All Commodity
olume (ACV), and Product Category Volume (PCV). Fig. 2

ists those as well as others we have compiled that are relevant to
ffline distribution alone, to online distribution alone, or to both.
e have organized the metrics under the three questions about

readth that we introduced in Fig. 1: “how many,” “how impor-
ant,” and “how findable/shopable.” Clearly, the three questions
re not independent of one another. The more outlets there are,
he easier they are to find, at least offline. And the more findable
hey are, the more important they become.

Numeric distribution simply indicates how many outlets
tock a supplier’s brand(s), either as a count or as a percentage
f the total “universe” of relevant outlets. Numeric distribution
an count either the number of reseller accounts or the number
f stores (often referred to as “doors.” The latter is clearly more
nformative offline. For example, Finish Line may stock Brooks

unning shoes, but it is important to know whether the brand is in
ess than a tenth or in most of the chain’s 700 stores. Of course,
he notion of a “door” is not necessary online, as a reseller will
sually have only one or a small number of doors (e.g., for the

b
s

readth metrics.

ain store and an outlet store), even if there are many “affili-
tes” and paths that can lead to the door). All other measures of
readth take into account how “important” an outlet is, which is
ery useful given the structure of the retail industry and its long
ail of very small stores.

eighting  Outlets  by  ACV,  PCV,  and  GMV  Collapses  the
ong  Tail  of  Distribution

One way to measure the importance of a given outlet is by
ts sales volume. ACV and PCV weight the stocking outlets by
heir All Commodities Volume and the specific Product Category
olume respectively. So, ACV-weighted distribution (%ACV)

efers to the percentage of total commodity sales in the relevant
arket that stocking outlets account for. Marketers of consumer

ackaged goods (CPG) typically rely on ACV or PCV, which are
eadily available from A.C. Nielsen, Symphony IRI and other
etail-audit companies.1 These are much better than the numeric
easure because they collapse the long tail of outlets into equal

ercentage points of sales potential. Although it is probably eas-
er to convince a small mom-and-pop grocery or convenience
tore to stock your new energy drink or snack bar, it may require
housands of those stores to equal the potential of even a small
raction of Walmart stores.

One point is important to make here. These metrics for distri-
ution breadth generally refer to “brand” distribution—as long
s an outlet stocks at least one stock keeping unit (SKU) of the
rand, it is considered a stocking outlet. What this means is
1 In other cases, especially durables and soft goods, marketers may have to
e inventive about how to collect weighted-distribution breadth data that are
ufficiently reliable.



1 nal of

%
v
l
t

b
c
m
l
m
c
s
l
o
b
i
i
t
c
s
a
i
i

r
t
(
a
m
r
G
t

T

a
l
t
t
w
u

s
p
s
s
l

r
i
f

r
u

1
O
w
s
l
Q

o
n
t
c

p
z
s
f
e
i
p
i
t
e
w
w

A

p
fi
t
d
h
R
y
b
n

24 K.L. Ailawadi, P.W. Farris / Jour

ACV and %PCV may be very high and fairly constant. High
alues of these measures are a critical driver of sales, but the
ack of variation makes them less useful as metrics to track over
ime for established and leading brands.

For new products in growing categories, %ACV is likely to
e more useful because sales potential could be higher than the
urrent size of the category. Within a retail format (e.g., super-
arket format or mass merchant format), %ACV and %PCV are

ikely to be very highly correlated for mature CPG products. In
ost other cases, especially for durable products in established

ategories, %PCV is the metric that most closely reflects the
hare of the existing market accessed through the stocking out-
ets. %PCV is just as applicable to digital products as to physical
nes. Consider, for example, Apple Pay. Apple reports the num-
er of banks it has been adding to the ranks of those that support
ts mobile payment service, but more important is the growth
n its PCV coverage. For example, the company touted the fact
hat banks supporting Apple Pay represent about 90% of all U.S.
redit card purchase volume just two months after launch.2 A
hortcoming of %PCV is that it reflects where category sales
re currently transacted and says little about the potential for
ncreasing sales through other, growing channels. To that extent,
t is a somewhat backward-looking measure.

Online marketplaces such as eBay, Amazon, and Alibaba
eport a metric called gross merchandise value (GMV)—the
otal value of business transacted by third parties on their sites
Chu and Wong 2014). For a retailer, this is virtually the same
s ACV because its revenue equals its sales volume. But for a
arketplace, GMV is a lot bigger than the marketplace’s own

evenue, which is only a fraction (their commission) of the
MV. GMV is the analogue to ACV for a supplier assessing

he importance of a marketplace.

raffic  is  Important

Traffic, made up of Reach and Frequency, is another way to
nswer the question, “How important are our distribution out-
ets?” An outlet can not sell much if it does not get sufficient
raffic, but high traffic channels can be valuable even if many of
he consumers that come through complete their purchases else-
here. And weighting distribution by traffic can be especially
seful for marketers of products that are bought on impulse.

Similarly, online outlets can be weighted by the volume of
earch that occurs on their sites, either overall or for the specific
roduct category. Search is a little further along than visits in the
hopper funnel, since consumers who search for something pre-
umably have some interest in buying it. It is also more forward
ooking than %PCV.

For offline retailers, shopper reach and frequency are not

eported as much as %ACV or %PCV, but can be very useful as
ndicators of sales potential and customer exposure. It is telling,
or example, that Walmart, according to its annual report, had

2 Of course, the bigger issue for Apple Pay is its %PCV among
etailers—which remains very low. Consumers are not going to use Apple Pay
nless the stores where they do most of their shopping accept it.

i
(
a
n
t
B
s

 Retailing 93 (1, 2017) 120–135

40 million shoppers per week in its U.S. stores during 2014.
nline, number of unique visitors and visit frequency, along
ith search metrics such as keywords searched, average time on

ite, and page views, are more easily measured and more regu-
arly monitored with data from companies like ComScore and
uantcast.
Traffic and search volume today are likely leading indicators

f where sales will be tomorrow. Evans and Schmalensee (2016)
ote that the decline in traffic at malls, which has been even faster
han the decline in sales, like the expiration of the canary in the
oal mine, signals trouble ahead.

“For decades,  physical  retailers,  from  small  boutiques  on
Main Street  to  massive  shopping  malls  in  the  suburbs,  have
designed their  businesses  to  encourage  people  to  come  in,
browse, and  discover,  and  then  to  buy  and  carry  the  merchan-
dise home.  That  has  dictated  the  size  of  their  stores,  how  they
are laid  out,  their  marketing,  their  prices  and  much  more.  . .  .

Those business  practices  don’t  make  as  much  sense  when  all
a consumer  wants  to  do  at  a  brick-and-mortar  facility  is  pay
and pick  up  his  merchandise  as  efficiently  as  possible.” pp.
186–187.

Indeed, the growing percentage of searches for a growing
ercentage of product categories that are now begun on Ama-
on (versus, say, Google) give the e-tailer massive leverage over
uppliers. Amazon likely captures the vast proportion of sales
rom those who search at the website. But many other retail-
rs, both offline and online, are not so fortunate. Weighting the
mportance of outlets by traffic and search, not just by sales, is
articularly relevant when consumers may (re)search products
n one channel, check prices in another, make the purchase in a
hird, and pick it up (and maybe return it) in a fourth. Suppli-
rs need to understand where their target market searches and
here it buys, to measure distribution breadth, and to decide
here they should expand and who they should reward.

ll  Traffic  is  Not  Equal,  Nor  Are  All  Sales

For many non-CPG products, particularly performance and
restige brands, how important an outlet is depends on the traf-
c (or search or sales) it gets not in total, but from the brand’s

arget market. For example, running shoes are sold in several
ifferent retail formats. The General Sporting Goods channel
as almost 50% of all running shoes. In contrast, the Specialty
unning Stores channel only accounts for a little over 20%. And
et the specialty channel is most important for a performance
rand like Brooks. The reason is that Brooks targets serious run-
ers with performance-running shoes and therefore assesses the
mportance of channels based not just on sales of running shoes
PCV) but on where their target market of runners researches
nd buys running shoes. Many people buy “running” shoes with
o intention of running in them and the brand is not interested in

hem. The specialty channel has the highest proportion of what
rooks calls running doors, i.e., stores where serious runners

hop.
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outlets that show up above the fold on the first SERP generally
do carry the brand.3

3 Poaching in search advertising refers to a brand bidding on the branded
Fig. 3. Online findability m

he  Stocking  Outlets  Have  to  Be  Easy  to  Find  Online  as
uch as  Offline

For most frequently bought convenience products—and
PGs certainly come under that category—consumers are not
illing to search or travel far. In the brick-and-mortar world,

tore density and the average distance that consumers must travel
o the nearest store are important indicators of market coverage
or such products. Even for high-ticket categories like cars, for
hich consumers search a lot, distance and density are impor-

ant. Consumers travel farther for a car than for a detergent brand,
ut they limit travel distance for new-car shopping knowing that
he car will have to be serviced later on. Distance to the closest
ealer is important for shopping and servicing, but consumers
ant multiple options for comparison shopping, so density and
istance to, say, the tenth-closest dealer, which reflects the extent
f dealer competition, are also influential (Bucklin, Siddarth, and
ilva-Risso 2008).

Online, the notion of distance and density is irrelevant (of
ourse it affects delivery). But being easy to find is key. Distri-
ution breadth online is much less about the number of sites that
tock the brand than it is about how easily a consumer looking
or the product category or the brand can find a site that stocks
he brand. How prominently stocking outlets show up on the first
ERP for a category or branded keyword is therefore a valuable
easure of findability. It is likely to be correlated with PCV

ince outlets with high sales of the category and the brand the
onsumer is searching for would presumably be deemed more
elevant by search engine algorithms. But even small outlets
ave the opportunity to show up “above the fold” (which means
eing visible on the screen without the need to scroll down) on
he SERP with investment in good search engine optimization
nd search advertising. So, as availability and search become

ntertwined online, so do advertising and distribution.

It may not be necessary to be listed at the very top of the SERP
n desktops. Click-through rates on ads do decline with position,

k
s
s
t

s for running-shoe brands.

ut conversion rates may not (Agrawal, Hosanagar, and Smith
011). Presumably, serious buyers make the effort to search at
ower positions than information seekers, and will also tend to
uy more from them. On mobile, however, a top rank on the
ERP is extremely important (Ghose, Goldfarb and Han 2012).
lso, as mobile users spend more and more time on apps (versus

he mobile internet), an additional distribution breadth metric of
mport is the number of app downloads of stocking outlets or
he average rank of stocking outlets’ apps in the app stores. Of
ourse, many apps that consumers download are never used,
ut app usage increases sales (Dinner, van Heerde, and Neslin
015) and if apps for stocking outlets are not downloaded, the
uppliers’ products may be left out of consumers’ consideration
ets early in the purchase funnel.

The radar chart in Fig. 3 summarizes online findability met-
ics for the major running-shoe brands based on search results
or the ten highest volume category keywords (e.g., “running
hoes,” “best running shoes,” “trail running shoes,” etc.). Across
hese keywords, we compute the % of sites showing up on the
rst SERP (in organic, sponsored, and PLA sections) that stock
ach brand. We have ordered the brands in clockwise decreas-
ng order of market share (Nike has the highest share and Puma
he lowest). There is not much variation in these online breadth

etrics across the larger share brands, just as ACV and PCV
or high share CPG brands tend to be clustered between 90%
nd 100%. The variation is even smaller for metrics based on
randed keywords because, other than keyword poachers, the
eyword for one or more of its competitors in an effort to get into the con-
ideration set of consumers who are looking for the competing brand and steal
hare. Sayedi, Jerath, and Srinivasan (2014) study the phenomenon using a game
heoretic model.
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Fig. 4. Distrib

etrics  Must  Be  Integrated  Across  Channels  to  Get  a
omplete Picture  of  Distribution  Breadth

Overall availability in any geographical market is made up
f offline as well as online coverage, so marketers will find it
elpful to integrate the two. One aspect of integration is com-
ining offline and online breadth into overall breadth. Marketers
an re-compute each stocking outlet’s ACV (or GMV for an
nline marketplace), PCV, or both as a percentage of the total in
he geographical market summed across offline and online. The

arket-level information on online sales by each outlet required
o do this may not be easy to obtain, but is well worth the effort.
he aggregation can be done at the brand level, if the goal is

or online to fill the brand’s distribution holes in markets where
ffline coverage is thin. And it can be done at the SKU level if the
oal is to improve availability of specific SKUs preferred only
y small segments (termed “preference minorities” by Choi and
ell 2011), that are less likely to be stocked by offline stores.

Offline and online breadth can also be aggregated by combin-
ng traffic. The issue with traffic, of course, is that some of the
ame consumers who visit stores also visit websites. So the union
f the offline and online traffic, which does not count the same
isitor twice, would work. Of course, that requires information
n the traffic that is common to both, and again, it is well worth
he effort. It will comprise showroomers, webroomers, or mul-
ichannel shoppers, and, the larger the overlap among channels
he more the need for an omni-channel strategy.

Another aspect of integration is the use of mobile, with its
eographical location base. Marketers need to help consumers
ocate and access both brick-and-mortar as well as online outlets
nd mobile has expanded both capabilities. Mobile is particu-
arly capable of complementing brick and mortar channels and
s revitalizing the relevance of numeric distribution, density, and

istance. Location based messages and maps can increase find-
bility of a store as well as a specific shelf or product in the
tore. But, both suppliers and retailers can also use mobile to

H
o
c
s

depth metrics.

uide the consumer to a website or a product page online based
n a description, a scanned barcode, or a photo.

Measuring  What  Happens  In  the  Store:  Metrics  for
Distribution Depth

Outlet findability is just the first step. What is equally, if
ot more, important for the supplier is how well the outlets
physical or online) present the brand—that is, their depth of dis-
ribution. Fig. 4 presents some important metrics for monitoring
istribution depth. As with distribution breadth, we organize the
etrics under the three questions about depth that we introduced

n Fig. 1: “how much,” “how prominently merchandised,” and
how well-supported along path-to-purchase”.

otal  Distribution  Combines  Breadth  and  Depth

The first metric is “Total SKU Distribution”, which adds the
CV- or PCV-weighted distribution of each individual SKU
cross all the SKUs of the brand. It is basically the (weighted)
umber of SKUs of the brand that are in distribution, and com-
ines both breadth and depth. A variant of it is the (weighted) %
f total category SKUs in distribution that belong to the brand
Datta, Ailawadi, and van Heerde 2016). As Fig. 5 illustrates, the
otal distribution of major brands has a lot more variation than

ACV and %PCV and is therefore a more diagnostic metric for
uch brands.

epth  Metrics  Are  Measured  Only  in  Stocking  Outlets

The remaining depth metrics all reflect how prominent the
rand is in the stocking outlets relative to competing brands.

aving a greater share of shelf, SKUs, or both, or more frequent
r more visible promotions in the store will influence consumer
hoices at the point-of-purchase, be it online or in a physical
tore. One might think that, with no constraints on physical shelf
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and its brand(s) perform for the retailer and how well the retailer
Fig. 5. Total distribution and brand %PCV.

pace, the number of SKUs that can be stocked is, for all practical
urposes, limitless. The long tail of products available online cer-
ainly supports that. And ensuring the prominence of a brand’s
KUs on a website is just as critical online, especially on mobile,
s it is offline, perhaps even more so. Product thumbnails that
re “below the fold” on the landing page or, even worse, several
ages deep on the website, lose sales to more visibly situated
ival offerings. No wonder apps offer (temporary) exclusivity to
ne or the other app store in exchange for premium placement on
heir home page or feature lists (Sherr and Wakabayashi 2014),
nd hotels pay significantly higher commissions on Expedia’s
ccelerator Program to get higher placement on the online travel

gent’s listings.
Product listing ads (PLAs) are a form of “display” on the

ERP with limited space, just enough room to offer a special
rice. If competitors dominate the PLAs displayed when con-
umers search for the category or for your brand, sales will surely
uffer. On the other hand, a brand with a performance or prestige

mage may be happy to not be discounted on PLAs.

Fig. 6 shows some of these online depth metrics for the same
1 running-shoe brands as in Fig. 3. As one might expect, there

p
r
p

Fig. 6. Online distribution depth
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s less variation across the major brands in longer-term met-
ics (e.g., percentage of outlets in organic and sponsored search
esults with the brand on the landing page) than in temporary
romotional ones (e.g., % of PLAs from outlets that have the
rand on the landing page or mention the brand in the ad). It
hows the difference in promotional depth between the heavily
romoted Nike and New Balance brands and a brand like Brooks
hat works hard not to be heavily discounted.

As consumers look for more convenience and ease of trans-
ctions online, and especially on mobile, whether a brand is on
he stocking site’s landing page, the number of clicks its takes to
et to it, whether it has Buy button next to it, and whether it has

 Dash button on Amazon or can be ordered by Alexa (Ama-
on’s equivalent of Apple’s Siri, accessed via its Echo devices),
re all metrics for distribution depth that are becoming more
nd more important. But, mobile’s location-based abilities are
eing harnessed to also improve distribution depth offline, from
n-store offers to assistance in finding products in the store to
ffers sent when a consumer is within a specified geographical
adius of one’s own outlet or a competitor’s outlet (referred to as
eo-fencing and geo-conquesting respectively; see for example,
ubé et al. 2016 and Fong, Fang, and Luo 2015).

What  Are  You  Managing  Toward:  Distribution
Performance  Metrics

We now discuss the performance metrics that marketers, both
p- and downstream, should monitor to make sure distribution
s being managed well and sustainably. Our interest here is not
n a supplier or retailer’s performance in general but specifically
n performance metrics related to the distribution of a supplier’s
rands by a retailer: those that measure how well the supplier
erforms for the supplier and its brand(s). Monitoring these met-
ics can help assess whether distribution strategy is on the right
ath and things are getting better instead of worse.

 for running-shoe brands.
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Fig. 7. A hierarchy

There are a number of such metrics and each is informa-
ive in its own way, but it is important to organize them into

 sensible hierarchy. One way to think about that organization,
ummarized in Fig. 7, is to distinguish between metrics that track
ompliance with the objectives and requirements of the channel
artner, and support along the path-to-purchase across channels,
hose that are oriented toward sales and profitability, and finally
hose related to longer term brand and customer equity.

We provide a comprehensive list of performance metrics at
ach level of this hierarchy, and from the perspectives of both
arties, in Fig. 8. The figure should serve as a reference for the
eader when the need arises, but we highlight some major themes
elow.

ompliance  and  Execution  Metrics  Are  a Means  to  an  End

These intermediate metrics can help maintain strategic com-
itments and diagnose potential problems while they are still
anageable. Suppliers, having chosen to partner with partic-

lar retailers, want to have the appropriate distribution depth
n the retailers’ stores or on their websites. They also want to
nsure that the funding they provide in allowances, marketing,
r logistic support is utilized as intended. So they audit shelf fac-
ngs, Out-of-Stocks (OOS), and displays, monitor violations of

inimum advertised price (MAP) policies, track pass-through
f promotional allowances to consumers, and require adequate
alesperson training. Although MAP policies have been in use
or a long time, we are only just beginning to see research on
he patterns of violation of MAP policies by authorized and
nauthorized retailers (Israeli, Anderson, and Coughlan 2016).

Trade funding accounts for a very large part of suppliers’

arketing budgets, especially in CPG. It is important to track

ow much of it is passed through to consumers in the form of bet-
er prices especially since pass-through rates vary widely across
uppliers and retailers (Ailawadi and Harlam 2009; Nijs et al.

i
m

rformance metrics.

010). Low pass-through may be because the category is not par-
icularly price sensitive, or because promoting the brand does not
mprove the retailer’s category sales, or because the balance of
ower lies with the retailer who can negotiate higher funds and
eep them. But it is also important to track whether trade funds
esult in special displays or in better in-store merchandising or
ven in higher retail price maintenance. Those retailer actions
ay be considered far more desirable by some suppliers (e.g.,
pple) than price discounts, especially in non-CPG categories.
OOS events may be because the supplier fails to ship com-

lete orders on time, or retailer inventories and safety stock are
oo low to supply consumer demand. The best reason for OOS
ould be consumer demand that exceeds shelf inventories (for

xample, a promotion might be more successful than forecast),
hough even that is not a “good problem”. A more problematic
eason may be that the retailer does not find it worthwhile to
ush the product and is happy to keep it OOS while shifting
ales to other, more profitable ones, in a “bait and switch”.

In contrast, excess inventory in the system often leads to too
any markdowns or too many unauthorized resellers cropping

p, both of which are more common online than ever before.
uthorized retailers may have over-ordered, especially if they
ere offered ill-advised volume discounts, the supplier may not
ave developed sufficient consumer “pull” through advertising,
roduct quality may be poor, or the product portfolio may be too
ig with a badly-chosen mix of items. Cutting the price is often
he Band-Aid fix, but who funds the price cut and the extent
o which goods are returned to the supplier instead of marked
own for sale are usually topics for negotiation. Sustained low
nventory turns will likely foretell a reduction in shelf facings
r even the delisting of an SKU or brand because there are tens
ore waiting to take its place.

Online and mobile data make it easier to track other useful

ntermediate metrics. High bounce rates or cart abandonment
ight suggest that retailers are not presenting the brand as well
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How Retailer Performs for Supplier  Ho w Supplier Performs for Retailer  Comments 

Compliance and Execution Met ric s 

• Trade Pr omotion  Pass-through (in price s, 
markdowns, or merchandising ) 

• Adherence to  Resale Pr ice  Maintenance (RPM) 
or Minimum Adverti sed Price  (MAP) policies 

• On-ti me payment of trade fund s 
• Number of  un authorize d resellers and  % of 

supplier  sale s through th em 

• Trade funding may be pr ovided to  
maintain target  retail  prices  or  to  offer 
discounts. 

• Unauthorized resellers may be due to  poor  
inventory co ntrol or  poor ly designe d 
promotional i nce nti ves t hat e ncourage 
diverting. 

• % On-time reseller deliveries  to  consumers 
• Incidence of  Out of  Stock (OOS)  
• Return rate by  retailer’s customers 
• Bounce rate and Cart abandon ment rate  

• % On-time supplier shipments  to  reselle r  
• Cost & on-time refunds on unso ld inv ento ry 
• Return rate by brand  buyers 
• Cart abandonment rate 

• These can  re flect  poor per formance  of 
either supplier  or  retailer. 

Omni and Cross-Channel Metrics 
• Advocacy (Number or  % of positive br and 

reviews by retailer’s customers) 
• Cross-Channel Conversions (N umber of 

visitors served by retailer that  subsequently bu y 
the brand elsewhere) 

• Cross-Channel Delivery or Returns (Number of 
purchases el sewhere delivered by, picked up  at, 
or returned to  retailer)

• Advocacy (Number or  % of positive  reviews  by 
brand’s bu yers) 

• Own-Channel Sup port (U nifor m price  
maintenance across chann els,  Exclusive 
products for retailer’s channel) 

• Cross-Channel  Support  (Payments by supplier 
for c ross-channel c onvers ions, deli very and 
returns)

• The  relevan ce of  these  metrics  depends  on 
the number and  type of c hannel s and t he 
ease of  tr acking  consu mer s across 
independent channel s.   

• Whether o wn- o r c ross-channel  sup port  is 
rele vant  depends on  whet her t he goal i s to 
discourage or embrace showroo min g 

• Current attribution  models on ly stud y 
behavio r ac ross the  markete r’s o wn o nline  
touch-points . 

Sales, Velocity, and Pr ofit  Metric s 

• Brand sales (unit & $)  per store and for the total 
retail acco unt 

• Brand’s share of  retailer’s category sales  
• Lift in  total brand sales in  market when on 

promotion at retailer  

• Brand sales (unit & $)  per  sq.  ft . 
• Lift in  total categor y sales  in  store  when 

brand is on promotion at retailer  

• Sq.  ft.  of  warehouse  space  is  relevant 
for online  resellers.   

• There  is  a large  literature  on  what 
portion of th e immediate pro motional  
sales lift  is  incremental  for the  supplier 
vs. the  retailer. 

• Brand  velocity (sale s pe r di stributi on point)  • Brand velocity index (bra nd sales  per  sq. ft. 
÷ category sales per  sq.  ft.) 

• Brand’s inventory turns  (sales  ÷ avera ge 
inventory) 

• Sales and inventory may be measured  
in units or $.   

• $value of inv ento ry is usu ally at  
average acqu isition  cost. 

• Gross margin (GM) fr om retailer (unit and % of 
supplier selling price, net of  trade discounts) 

• Total profit f rom retail accoun t 

• Gross and  net marg in from br and  (unit &  % 
of retail selling price)  per  sq.  ft. 

• Gross  Margin Return on  Invento ry 
Investment fro m brand (GMROII = GM  
dollars ÷ average $ value  of invento ry) 

• Direct  Product  Profita bili ty (DPP)   

GMROII is  increasingl y important  as 
retailers tr y to  reduce  inv ento ry costs 
to c ompete i n omnic hann el. 

•

•

Turn & Earn,  a relative  of  GMROII  is 
% GM x Invento ry Turns . 

• DPP  requires  activit y based  costing. 

Equity Metrics   

• Total brand sale s to retailer’ s cu sto mers 
• Lifetime value of  channel’s and retailer’s

customers for supplie r

• Total sales and profit from brand  customers 
(those who visit the  retaile r seeking  the 
brand) 

• Lifetime value of  brand  bu yers  for retai ler 

• Determining whether  customer  visited 
seeking the  brand  is  difficult  offline, 
but worthwhile.   

• Online, those  who  arrive  at  a site  after 
searching for a supplier ’s branded 
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Fig. 8. Performance metrics to a

s they should, either because they could not be bothered or
ecause they do not have the skills and need help. Or it could be
hat the brand does not appeal enough to the site’s visitors.

ross-  and  Omni-channel  Metrics  Are  Also  a  Means  to  an
nd

The growing capabilities and importance of mobile have
ccelerated implementation of omnichannel strategies by retail-
rs, and their moves have increased the pressure on suppliers
o adopt and adapt by integrating across their channels. Kurt
almon consultants (Sambar, Goldman, and Scrimale 2015)

eport on the evolving metrics needed to track these trends
nd we reproduce some important ones in Fig. 8. A key issue
s showrooming, as exemplified by a quote in the same arti-
le “. .  .store  associates  are  spending  an  increasing  amount  of

s
n
w
d

keyword can be identified.   

the effectiveness of distribution.

heir  time  engaging  with  consumers  who  will  ultimately  pur-
hase in  another  channel.” Showrooming refers to consumers
eeing, feeling, and trying products on in a physical store and
uying online, but research shopping online to buy in store, or
ebrooming, is just as common in some categories (Verhoef,
eslin, and Vroomen 2007).
The question is whether such behavior should be embraced

r discouraged. If the goal is to provide the consumer with an
mnichannel experience, then it has to be embraced. Companies
ike LL Bean and Hallmark Retail that sell through multi-
le company-owned or licensed channels have made a lot of
rogress by rewarding their online and offline arms for total

ales irrespective of where those sales are transacted. But, as we
oted earlier, the job is much harder for a supplier who must deal
ith showrooming and webrooming across separate, indepen-
ent, retailers. Embracing this means some channel members
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items that have low and high sales rates—for example, in com-
parisons of DPP per week.5 It is worth noting the importance of
30 K.L. Ailawadi, P.W. Farris / Jour

ust be rewarded for supporting a sale even if they do not close
t. Until systems are developed to integrate data across retail-
rs, both online and offline, suppliers can try to estimate the
xtent to which different channels are used for search versus
urchase in different markets using regular consumer surveys,
ffline distribution data, and market level demographics.4 They
ay then reward retailers who are showroomed or webroomed
ith additional trade support or funding (which, we might add,
as important implications for how we assess promotional pass-
hrough).

But even if the data exist (and they do, for product and services
hat are distributed primarily through digital channels), many
uppliers may prefer to discourage the practice either because
hey do not want their brands to be priced and presented differ-
ntly in different channels or because it is simply not practical
o reward one retailer for a sales that was transacted at another,
ndependent, retailer. Hence the imposition of MAPs or the dis-
ribution of separate brands/product lines in different channels.
f prices, at least advertised ones, are the same across channels,
r different brands/parts of the product line are sold in each
hannel, the motivation or ability to engage in showrooming or
ebrooming decreases.
Overall, both the upstream marketer and the reseller have

heir own compliance and cross-channel metrics and they are
ikely to disagree on the reasons why the metrics do not reflect
greed-upon strategies and execution. But, at the very least, they
an flag a problem or an opportunity and start the discussion.
s long as the parties do not lose sight of the fact that these
etrics are not the end, only the means to the end. Managing

nly toward intermediate metrics, especially when those can
iverge even for different groups within one’s own organization
sales versus marketing versus operations, for example) let alone
or upstream suppliers and resellers, can make the parties lose
ight of longer-term goals.

ales,  Share,  and  Sales  Velocity  Are  Key  for  Both  Parties

Sales and related velocity metrics tend to be preeminent for
ll parties. Retailers, who generally stock products from several
ifferent suppliers and in several different categories, can trade
ff low sales volume of a particular brand or SKU for high
argin (hence the problem of double marginalization), but sales

nd sales growth are essential for the survival of the supplier,
o these metrics trump many others. In their constant quest for
atching distribution with demand, suppliers also closely track

elocity, that is, sales per PCV or ACV point. And, the brand’s
hare of category sales at a given retailer relative to the retailer’s
verall share in the market (its Brand Development Index) helps
ssess how much the retailer emphasizes the brand.
Of course, retailers do not want to waste scarce shelf space
n products that do not sell. They always track the sales rate (per
eek, per square foot, per facing) and almost always use it as

4 For instance, Bell (2015) notes, consumers in markets with more outlets and
roduct variety are more likely to search for information online whereas those
n areas with fewer or more distant offline options are more likely to buy online.
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he first thing to check for items to consider dropping from the
ssortment. In many instances, though, they may be better off
racking not just sales but also margin rates, and paying attention
o how profitable the customers are that an item or brand draws
o their store. We discuss this more below.

ross Margins  Are  a  Starting  Point  for  Profit,  but  Harder  to
easure than  You  Might  Think

Gross margin is unquestionably the most important metric for
arketers to evaluate pricing and the cornerstone for calculating

he contribution to profit. At one time, gross margin might have
een relatively simple to calculate: the difference between sell-
ng price and cost of goods (manufacturer selling price from the
etailer’s perspective) expressed as a dollar value or a percentage
f selling price. But today, promotions, uncertain pass-through
ates, contingent rebates, markdowns, deductions, coupons and
ebates with long expiration dates, and free goods are just some
f the reasons that calculating gross margins for the thousands
f SKUs in a typical retail operation is hard.

Gross Margin Return on Inventory Investment (GMROII,
hich is defined as Gross Margin GM dollars divided by the

verage dollar value of inventory) is a particularly relevant met-
ic for resellers to manage their assortments because it combines
nventory turns and gross margin. Inventory is one of retailers’
ighest costs and managing it has never been more important
s traditional retailers compete with online masters of logistics
ike Amazon (Ziobro 2016).

PP, Category  Profit,  and  Customer  Profit  Are  Important
or Retailers  While  Suppliers  Track  Retail  Accounts

Because retailers incur many other costs on the items they
ell than just the price they pay to the supplier, and because
hose costs can vary widely, gross margins, even GMROII, do
ot tell enough of the story. Direct Product Profit (DPP) sub-
racts from an item’s net selling price all the costs associated
ith it—from inventory carrying to stocking to shelf space to

nergy to checkout or delivery to returns—that can reasonably
e attributable and allocated to specific categories and items
see Borin and Farris 1990 for a practical way to estimate DPP).
ctivity-based costing (ABC) is the key to ensuring that alloca-

ions reflect opportunity costs and are not arbitrarily spreading
verhead. If done right, DPP can distinguish between items with
he same gross margin but very different net profitability for the
etailer. Because it is a dollar metric (of course, it also can be
xpressed as a ratio to sales), DPP can also differentiate among
elivery and return costs here, which traditionally did not fig-

5 The tension between dollar and percentage metrics, or, more generally, abso-
ute and ratio metrics is worth underscoring. Some of this tension is a result of
rms focusing on size and growth as well as efficiency. Dollars better reflect
ize and growth (e.g., sales revenue, total margin) and percentages better reflect
fficiency (e.g., margin as a percentage of sales or inventory). Both are important
o track especially since percentage margins can sometimes look quite attractive
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re in DPP calculations but can destroy profitability, especially
f smaller retailers in today’s ecosystem (Stevens 2016). These
osts are substantial overall but also vary a lot across categories
nd across items in a category. Shipping a fragile or heavy glass
ontainer or a product in a special ice pack can quickly eat up
therwise hefty gross margins (Nassauer 2015).

Although the sales rates, gross margins, and DPP of indi-
idual items and brands are important, retailers are at least as
nterested (and likely more) in the performance of the whole
ategory as in the individual brands. But what happens in one
ategory also affects sales of other categories in the store, and
etailers have specific strategic roles for different categories
Dhar, Hoch, and Kumar 2001). Some are traffic builders, oth-
rs are destination categories that attract regular shopping trips
nd longer-term store loyalty, and still others may be retailer
mage builders. Depending on the role of the category for the
etailer, item and even category profitability may be more or less
mportant, depending on the profitability of the customers they
ttract.

Which brings us to customer lifetime value (CLV, e.g.,
enkatesan and Kumar 2004). Many service providers, espe-
ially those that operate in contractual settings, as well as B-to-B
arketers, habitually compute and use CLV. That is not the

ase with consumer product manufacturers, whose millions of
ustomers primarily buy from retailers, not directly from them.
owever, retailers collect customer-transaction data from their

oyalty programs over time. Those retailers that actually analyze
heir data instead of just using them as a means to deliver dis-
ounts and rewards have a better understanding of the value of
ndividual customers. They can assess the performance of the
rands they sell based not just on their sales and profitability but
n their ability to attract more valuable customers (see Verhoef
t al. 2010 for a good review).

Almost two decades ago, Chen, Hess, and Wilcox (1999)
oined the term “marketing profits” in discussing how a retailer
hould think about the profitability of different categories. They
rgued that, to assess how profitable a category is, a retailer
hould think about not just the category margin, or even DPP,
ut about how profitable the consumers who choose the store
ecause of the category are to the retailer. Although the term
marketing profits” did not catch on, the notion of assessing the
rofitability of a promotion, or a brand, or a category by the
rofitability of the consumers it draws has caught on (Leone
t al. 2006). Toward this end, retailers are using “market bas-
et analysis” to dig deeper into the components of customer
elationships, and identify brands and even individual items that
ttract the most valuable customers. And suppliers are looking
t similar data to try to find evidence that the consumers who
uy their brands are worth more to retailers than the direct retail
argins of those brands reflect.

Suppliers incur a lot of different costs in getting their products

o the reseller’s shelf, so accounting for and allocating all those
osts is just as important for them as it is for resellers. However,

hen dollar margins are not—as in the case of retail margins on private label
rands (Ailawadi and Harlam 2004).
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t is fair to say that there is likely to be much more variation in
heir costs and profitability across different retailers and chan-
els than there is across different items of a brand. That is why
t is not often that we hear about suppliers measuring DPP, but it
s commonplace for them to generate account-specific Profit &
oss statements for each retailer. These can be an effective tool in
egotiating assortments, pricing, plan-o-grams, marketing sup-
ort, and promotion plans. Finally, the types of consumers who
atronize different retailers can vary in their fit with a supplier’s
rands and therefore their value to the supplier. So, it also makes
ense for suppliers to try to monitor the average lifetime value
f consumers from each retail account.

Research  Directions

The comprehensive set of metrics for monitoring multi- and
mni-channel distribution that we have laid out thus far are
rguably more important for marketers than for academics. How-
ver, the reason they are important to marketers is because they
eflect how well or how poorly distribution is being managed and
hat is a topic of very direct importance to academic research,
f that academic research wants to be relevant to practice. In
his section, we highlight some issues that are critical for multi-
nd omni-channel marketers, and suggest some research oppor-
unities that we hope will stimulate new work. Of course, it is
asy to suggest avenues for empirical research but if data are
ot available to researchers, the suggestions can not have much
mpact. The good thing about online distribution is that it makes
t possible for researchers to compile data on metrics that were

uch more difficult to access in the offline space. And it also
akes it much easier to test the implications of academic models

n the field, as more and more marketers are implementing A-B
esting as well as more sophisticated field experiments.

ow Much  Distribution  Breadth  Should  a Brand  Have?

While academic research has offered up a large and rich body
f insights on channel design and governance, it has had much
ess guidance to offer on how a firm should go about determin-
ng the right amount and type of breadth for its product line.
eyond the rather general guidance that distribution breadth

hould progress from exclusive to selective to intensive depend-
ng upon whether the product to be distributed is a specialty,
hopping, or convenience good (Copeland 1932), there is very
ittle to fall back on in the literature. Frazier and Lassar (1996)
rovide a descriptive framework for when individual brands may
se more or less intensive distribution, focusing on variables like
he brand’s quality positioning or the narrowness of its target

arket. Most of the other work on distribution breadth basi-
ally estimates distribution elasticity which may help marketers
redict the sales effects of expanding or contracting their distri-
ution breadth from existing levels. One example is the work by
taman, Mela, and van Heerde (2008), who show that distribu-
ion breadth is one of the most important marketing mix variables
etermining the success of new CPG products, though it is
he most under-represented in marketing mix models (see also
anssens 2015). Another is the research by Bucklin, Siddarth,
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nd Silva-Risso (2008) who measure distribution breadth elas-
icities in the automobile industry.

However, the effect of distribution breadth on sales or share
s not easy to estimate because it is usually not an exogenous
ariable determined solely by the supplier. The cross-sectional
ssociation between %ACV or %PCV distribution and market
hare, both at the brand and the SKU levels, is convex (Farris,
lver, and deKluyver 1989; Reibstein and Farris 1995; Wilbur

nd Farris 2014). As Wilbur and Farris (2014) discuss, the
istribution-market share curve for a category can help a brand
dentify a sustainable level of distribution given market share
oals.

But, as these papers clearly state, the cross-sectional asso-
iation it is not causal—distribution breadth is a cause and an
ffect of market share and it is affected by the supplier’s adver-
ising and other pull efforts. A model that explicitly captures at
east the most important feedback effects between distribution
readth and sales or share would go a long way in quantifying
ur conceptual understanding of how distribution works and help
arketers better locate their “Goldilocks” levels of distribution

readth. Ataman, Mela, and van Heerde (2008) and Ataman, van
eerde, and Mela (2010) offer a great start with their effort to

ccount for the bi-directional distribution–sales relationship.
In doing so, it is important to recognize that the elasticity

f distribution breadth can vary widely depending on the met-
ic used even within the same types of product markets. For
nstance, brand ACV and PCV elasticities will generally be
arger than total distribution elasticities (Datta, Ailawadi, and
an Heerde 2016) because an increase in total distribution often
ncreases the number of SKUs on the shelf, some of the sales of
hich are taken from existing SKUs of the brand. On the other
and, an increase in PCV adds stores that previously did not
tock any SKUs of the brand, and therefore more incremental
ales. The only research we are aware of that examines mul-
iple measures of distribution breadth and clearly lays out the
ifferences between them is Bucklin, Siddarth, and Silva-Risso
2008), who study the impact of distance to the nearest dealer,
istance to the tenth nearest dealer, and dealer concentration on
onsumers’ choice of cars.

Finally, studying the level and evolution of online sales of the
ategory and a supplier’s brand(s) in different geographical mar-
ets with varying offline distribution breadth can help identify
he need for additional points of distribution.

ow  Does  Breadth  Affect  Depth?

While some distribution breadth metrics are accessible at
east in the CPG industry, thanks to market research companies
ike Nielsen, IRI, and GfK who have made scanner data available
o academic researchers, information on distribution depth has
een much harder to come by in the offline channel. As a result,
ittle is known about distribution depth, apart from measurement
f shelf space elasticity which is usually done in an experimen-

al setting (see Eisend 2014 for a recent meta-analysis) and the
ew studies that estimate the effect of both breadth and depth
Ataman, Mela, and van Heerde 2008) or of total distribution
Datta, Ailawadi, and van Heerde 2016; Slotegraaf, Moorman,
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nd Inman 2003), which, as we noted earlier, combines breadth
nd depth.

That too much distribution breadth increases retailer compe-
ition and lowers retail prices, margins, and distribution depth is
ell-known in theory. We refer to reader to Bucklin (1973) for

n early discussion; Farris and Albion (1987) for documenting
he lower retail margins of high share and heavily advertised
rands; Steiner (1993) for a detailed analysis of why there is
n inverse relationship between supplier and retailer margins;
nd Lal and Narasimhan (1996) for a formal analytical model.
wo empirical papers that we know of also document the effect
f distribution breadth on retail prices and margins, both in the
uto industry. Bucklin, Siddarth, and Silva-Risso (2008), cited
arlier, found that the shorter the distance to the tenth-closest
ealer, which reflects the intensity of competition and therefore
he ability of a consumer to comparison shop, the better the deal
or the consumer (greater distribution depth!), and the lower the
argin the dealer earns. Ozturk, Venkatraman, and Chintagunta

2016) document an increase in retail price due to reduced retail
ompetition in areas where Chrysler closed dealerships during
he 2009 auto industry bailout.

However, more systematic research is needed to model the
ynamics and disentangle the effects of advertising, distribution
readth and depth and therefore to obtain the sales and share
lasticities of each. Such models would come closer to providing
uidance on the right level of distribution breadth. Longitudi-
al data on the distribution breadth and depth metrics online
hould be easier to compile, thus alleviating the biggest hurdle
n empirical models. But researchers also need to figure out how
o conceptualize distribution versus search advertising, in tra-
itional marketing mix models as the two have become closely
ntertwined online. Search advertising expenditures have been
nalyzed the same way as display and traditional media advertis-
ng, although it is recognized that consumers exposed to search
dvertising are likely to be further along the purchase funnel
Dinner, van Heerde, and Neslin 2014). However, as we have
oted, search advertising means increased distribution breadth
nline for the consumer conducting the search.

he Critical  Role  of  Consumers’  Search  Loyalty  in
anaging Distribution

In the offline world, consumer loyalty (be it to a brand or to
 retailer) is one of the hardest things to measure. Attitudinal
oyalty is all very well but the question was always whether it
ranslated into behavior. And behavioral loyalty was generally

easured through repeat rates or share of wallet, but the question
as always whether that reflects inertia more than true loyalty.
he litmus test of true loyalty is consumers’ willingness to search

or their preferred product—will they switch stores to find their
avorite brand or will they switch brands to shop at their favorite
tore? Click stream data online allow researchers to measure this
search loyalty” much better than they ever could before. What

eywords consumers are searching for (are they using generic
eywords or supplier branded keywords or retailer branded key-
ords?), where they are searching (on a search engine or a
eta-search site or a retailer site?), and who is bidding for those
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exerting unanticipated effects on online sales, frustrating omni-
channel coordination of customer retention, basket size, share of
wallet, and CLV. Overall, there is an important need for research
K.L. Ailawadi, P.W. Farris / Jour

eywords, has important implications for the balance of power
etween suppliers and retailers and for where a brand needs to
e available. Data on the type of keywords being searched for,
t least on a search engine like Google, are available, as is infor-
ation on which websites are bidding on those keywords and

ow much traffic they get. That opens up opportunities for link-
ng keyword search patterns by different segments of consumers,
cross different product categories, and in different geographical
egions, to how many and which retailers are needed online.

eterogeneity  in  Consumers’  Reasons  for  Buying  Online

There are different costs and benefits associated with search-
ng and buying in different channels (see for example Mehra,
umar, and Raju 2013). Consumers do not buy online only for

ow prices. Many use that channel for convenience and there are
ifferent aspects of convenience—in search, in ordering, and in
elivery. Segmenting consumers not just based on their pref-
rences for different channels (e.g., Neslin and Shankar 2009)
ut based on the attributes or reasons for those preferences is
mportant. Segmentation schemes that show whether and how
he importance of convenience and price based attributes corre-
ates in different segments can give suppliers insight into how
hey need to control the availability, presentation, and pricing of
heir brands online. And they can give retailers insight into how
hey can differentiate to appeal to important segments while con-
rolling costs on aspects that are less important to the segments.
s one example, the cost to marketers of providing quick deliv-

ry is high and all online shoppers are not looking for instant
elivery all of the time. Online marketplace Jet.com, now part
f Walmart, was banking on this when it offered lower prices to
onsumers in return for accepting slower deliveries or bundling
heir shopping from one seller, or choosing a seller who is located
loser to them.

haracterize  the  Path  to  Purchase  Across  Offline  and
nline Intermediaries

Attribution of a consumer’s final purchase to various touch
oints has received a great deal of attention. Recent work has
emonstrated the pitfalls of simple models such as first click or
ast click and proposed richer and better alternatives. A useful
ummary is provided by Kannan, Reinartz, and Verhoef (2016)
n the introduction to a special section devoted to the topic in
nternational Journal of Research in Marketing. However, this
ork has been done entirely on the online touchpoints, such as
isplay ads, search ads, and e-mail, of a single marketer along
he path to a consumer’s online purchase. This is understandable
ecause data are usually available only for the online touchpoints
hat end in a particular online purchase at a particular website.

However, from an omni-channel distribution perspective,
hat is needed is information on the different intermediaries

hat a consumer visits on the path to purchase so that one can

etermine what functions are being performed along the path to
urchase by each one and therefore how much they should be
upported or rewarded. The ambitions for doing this are prob-
bly not (yet) matched by marketers’ ability to track the actual
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xecution of omni-channel strategies. Without that tracking abil-
ty, it is difficult to reward the “assists” of one channel to
chieving conversions in another. But we think more is feasible
han has been done to date. For example, Hilton hotels should
etermine which segments of travelers visit a meta-search or
eview site like TripAdvisor, an online travel agent like Expe-
ia, and the hotel’s own site, in what order and, where they
nd up buying. Characterizing segments in this fashion can help
hem figure out how dependent they are on each type of inter-

ediary, which segments rely entirely on the intermediaries for
heir search and booking, to what extent the intermediaries act
s billboards or showrooms such that travelers compare prices
here but book at the brand.com website, and so on. These types
f analyses can be done with clickstream data available from
endors such as ComScore, using modeling approaches such
s those by Song et al. (2016). We recognize that things get
arder for other categories where search and purchase occur
cross offline and online retailers, and the data may not be easy
o obtain. But a combination of observed online behavior and
urvey based offline data might well provide most of the insight,
nd that is certainly doable. We refer the reader to Neslin et al.
2014) for a useful framework laying out some of these problems
nd research directions. Of course, a big challenge is that a chan-
el member would be happy to be recognized and rewarded for
urchases that it supported along the path-to-purchase but that
ere transacted elsewhere. But, it would be less happy to have to

hare its own transaction revenue with another channel member
hat claims to have helped it along the path to purchase.

Another implication of this cross-channel behavior for man-
ging distribution is relevant in the context of closing offline
tores—which is unfortunately happening all the time these days
e.g., Kapner 2016). Although retailers often close the stores that
o not perform well by offline metrics such as sales or profit per
quare foot or year-on-year changes in sales or profit, such deci-
ions ignore an important role that the offline stores may play
n building online sales for suppliers but also for the retailers
hemselves. Store closings are useful quasi-natural experiments
hat can be used to study how offline influences offline. Although
everal researchers have studied the impact of an offline busi-
ess opening an online channel or vice versa (e.g., Biyalogorsky
nd Naik 2003; Deleersnyder et al. 2002; Pauwels and Neslin
015 to name just a few), we are pointing to a different issue.
here is a need to understand what happens to online sales of
rands in various product categories in the vicinity of a closed
ffline outlet. Such analysis will provide insight on the role that
ffline retailers play in supporting online sales and therefore the
xtent to which they should be supported and rewarded.6 Clos-
ng stores may interrupt cross-channel shopping and returns,
6 Konus et al. (2014)Konus, Neslin, and Verhoef (2014) come closest to this
ith their analysis of how closing a catalog channel affects a multi-channel

etailer, but they study impact on the retailer, not on the suppliers whose products
re distributed in independent offline and online channels.

http://Jet.com
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n how offline and online distribution interact with each other
nd how they should be optimally integrated and balanced.

tudy  the  Impact  When  Suppliers  Add  New  Channels

As suppliers from CPG to durables to entertainment move
o add new channels, generally online ones, it is important to
xamine the impact of such policy moves on prices, revenues,
nd profits both upstream and downstream. It is also important
o study the interaction effects between online and offline dis-
ribution and how they should be optimally balanced. This is
ifferent from the impact on a supplier’s outcomes of increas-
ng distribution breadth within a channel and it is also different
rom the impact on a retailer’s outcomes of adding or removing

 catalog, phone, offline, or online channel. We have discussed
oth of those above.

We highlight three papers that take very different approaches
n three very different industries and underscore the importance
f more work in this area. Chu, Chintagunta, and Vilcassim
2007) develop an ambitious structural model of a supplier’s
hannel and product line decisions in the personal computer
ndustry, the counterfactuals from which provide insight into
hat will happen if a channel is added or dropped or if a part
f the product line is taken away or added to a given chan-
el. But, for tractability, they assume a simplistic mark-up rule
or the downstream independent channel members. Wlomert
nd Papies (2015) use a creative approach to study the impact
f the streaming channel on music industry revenues in exist-
ng channels and in total. They build a panel of more than
500 consumers and follow their music consumption through
onthly surveys over a period of one year, spanning months

efore and after Spotify, the largest music streaming service,
ntered the market. Kanuri, Mantrala, and Thorson (2016) put
ogether a practical combination of choice-based conjoint data
n consumer willingness-to-pay for various newspaper subscrip-
ion plans, a two-sided market response model estimated from
ggregate advertising and subscription data, and an optimiza-
ion module to help a newspaper determine the menu of plans
t should offer to readers that would optimize subscription and
dvertising revenue.

etrics,  Dashboards,  and  KISS

In an article on metrics, it is appropriate to conclude with
ome discussion of how to pull them all together. Management
dashboards” are very fashionable and, indeed, entire companies
re now devoted to developing new ways to display data in ways
hat can give management clear signals. The tension in designing
hese dashboards is in making them both comprehensive and
omprehensible, where comprehensible means more than just
ancy digital gauges and traffic lights.
The most common way to spell out the “KISS” acronym is
he admonition to “keep it simple, stupid!” But the renowned
conomist and statistician Arnold Zellner has an alternative
nterpretation, which is to “keep it sophisticatedly simple.” This

C
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s much more in the spirit of Holmes’s advice and our own
erspective.

“I would  not  give  a  fig  for  the  simplicity  this  side  of  complex-
ity, but  I  would  give  my  life  for  the  simplicity  on  the  other
side of  complexity.”—Oliver Wendell Holmes

For practice, it means that management should consider the
ntire collection of what they might  measure to manage distribu-
ion and make a thoughtful and deliberate decision to focus on

 few key metrics. For research, it means that academics need
o be cognizant of what the metrics they get data on actually
eflect, identify the most critical and the most under-studied links
etween distribution breadth, depth, and performance, and work
n those. We have telegraphed our own preferences through the
rganization of this article and through the topics we chose to
ighlight.
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