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BODY: 

 Although the economics are different, e-commerce represents an emerging channel--much like the superstore channel in the 1980's. The question then was, "How do I put my product in Costco and still keep my other distribution channels happy?" Today, the question is basically the same; the only difference is the products are going into cyberspace, rather than retail space. 

 While manufacturers need traditional channels to continue to deliver sales, cover markets and carry their products, they can't ignore the potential power and efficiency of e-commerce. However, new channel alternatives require manufacturers to rethink their total distribution strategy, while carefully managing inevitable channel conflicts.  

 Unfortunately, few manufacturers are taking the time up front to analyze their channels. Manufacturers need to stop, step back and answer some key questions that will provide the direction for e-commerce and overall channel marketing: 

 * What market segment are we trying to cover through the e-channel?

 * Will buyers use the e-channel in the presale (information gathering), transaction (buying) or post-sale (follow-up and support) stages? 

 * What are the quantitative economic and efficiency gains the manufacturer can expect from this channel? 

 * Are these gains worth the conflict that may arise among traditional channels? 

 * When should we bypass e-commerce and use traditional channels or vice versa? 

 * What levels of conflict might we face and how can we proactively manage it? 

 Concern over upsetting traditional channel partners, who have established strong vendor relationships, has prevented some manufacturers from selling directly via e-commerce. But manufacturers don't have to be paralyzed by the prospect of channel conflict. After all, if you don't have a channel conflict problem, you probably have a market coverage problem. Channel conflict is a distribution reality that simply needs to be anticipated and managed. But will traditional approaches to managing channel conflict work in the e-commerce environment? 

 While the basic conflict management tools--controls, economics and communications--will work, their effectiveness depends on how they are applied. 

 Controlling or limiting product access and creating geographic or customer boundaries have been effective approaches in avoiding market overlaps and preventing conflict. Today, some manufacturers using the e-commerce channel are only offering certain products on the Net. Others avoid conflict by referring customer leads from the Internet to dealers or distributors. 

 Communication cannot be underestimated as a channel management tool. Manufacturers using traditional channels and e-commerce should consider beefing up communication plans to: 

 * Clearly define for its traditional channels what business will be taken directly and what will not. 

 * Describe which customer segments will be served by the e-commerce channel and where the traditional channel should focus. Clearly defining a role for the traditional channel points them to potential revenue opportunities. 

 Before manufacturers get too far ahead of V themselves they need to remember that e-commerce is a new channel, and like any emerging channel, it requires careful analysis and planning. Don't call in the technology experts and begin implementing an e-channel before you have a comprehensive distribution and channel conflict strategy in place.

 John Henderson is president and COO of international channel marketing in the Chicago offices of Frank Lynn & Associates Inc. Henderson may be reached at 312-263-7888 or hendy@franklynn.com.  
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