
 
 
 

Stuck In The Middle With You 
Part 1: Same As It Ever Was 

 
Manufacturer control. Improved profits. Dealer consolidation.  It’s been bubbling up for 
years, but these issues and the declining economy have recently forced manufacturers 
to take a long, hard look at their distribution systems and reliance on the “middleman.” 
 
Or maybe not so recently.  
 
In fact, the scenario outlined above is based on an incident that dates back more than 
100 years, involving a dispute between coal companies and wholesale coal dealers.  
 
Read all about it: 
http://query.nytimes.com/gst/abstract.html?res=9B0DE5DE1438E233A25753
C2A9659C94639ED7CF&scp=1&sq=middlemen+a+necessity# 
 
Not old enough for you? Try this: Historians can point you 
back thousands of years to the ancient Lebanese town of 
Byblos, which successfully navigated waves of political 
change and competition by serving as the middleman for 
Mediterranean trade.  
 
All of which just goes to show that when it comes to 
figuring out how to get goods from the manufacturer to the 
end user, there really is not much new under the sun. 
And, just as important, no matter how much you hear 
people debate the value of dealers and distributors, the truth is that the middlemen have 
been here, they are here, and they’re going to be with us for a long time to come.  
 
Why? Because they provide an essential service.  
 
The temptation to go it alone. 
 
Relationships and access remain key to the process of selling and providing products. 
And whether motivated by issues of consistency, loyalty, service, or margins, the desire 
for manufacturers to maintain control over the entire distribution process is strong. 
 
But before moving in that direction, each manufacturer must carefully weigh the true 
costs and benefits specific to their situation. Selling direct through corporate-owned 
distribution is not going to be the right answer in every case – or even in most cases.  
 
And even assuming that one of those choices is the right answer in a particular case, 
there are still existing dealer or distributor relationships with whom to compete. 
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The reality is that while technology may speed up the transaction process and 
consolidators may reduce the number of outlets to deal with, the importance of the 
distributor process will very likely remain relevant and essential to growth for 
the foreseeable future. 
 
Making both ends meet.  
 
Throughout recorded history, manufacturers have faced the inevitable 
dilemma of how to grow their customer base beyond the local market. 
Geography, cost, and access limit a manufacturer’s ability to reach farther-
flung customers.  
 
Enter the middlemen – in modern times, dealers or distributors – who 
specialize in taking manufactured goods and delivering them from point A to 
waiting hands at point B, C or Z. 
 
It’s by no means a perfect system. Manufacturers have always struggled with 
finding the ideal balance of control, reliability, flexibility, and growth for their 
delivery chains. Not to mention making sure that they maintain contact with, 
and an understanding of, the customer at the very end of that chain. 
 
So rather than wish they’d go away, manufacturers have to find ways to work 
with dealers and  distributors, and fully embrace the opportunities they 
present. In the (not-so-distant) past, this may have been as simple as 
providing rewards and trips. But those days are long gone. 
 
Now companies must offer their dealers long-term value and market-based 
reasons to expand their product line and actively grow revenue for the 
manufacturer’s brands. 
 
Fortunately, there are several proven, effective strategies that manufacturers 
can implement to minimize headaches and maximize rewards when working 
with dealers and distributors. See for yourself in <Part 2> [LINK] of this article.  
 
----- 
Want to know more? Contact Reji Puthenveetil at reji@groupnewhouse.com or call  919-845-
3282. 
 
Reji Puthenveetil is founder and President of Group Newhouse, a marketing and management consulting 
firm that helps organizations understand what truly drives the customer decision process and how that 
intelligence can be used to build engagement, generate loyalty, and drive revenue. groupnewhouse.com 
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Stuck In The Middle With You 

Part 2: How To Stay On Top 
 
In <Part 1> [LINK] of this article, we looked at the central role middlemen (dealers and 
distributors) have always played in getting goods efficiently from manufacturers to end 
users. Now that we know they’re not going away anytime soon, it’s time for 
manufacturers to figure out how to build success into the dealer and distributor 
relationships.  
 
Start with the basics: seven things manufacturers should keep in mind as they develop 
and enhance dealer or distributor networks.  
 
1. They are not going away. (And you probably don’t  want them to.) 
Technology and direct sales methods may be expanding their roles, but distributors and 
dealers will remain a key element of the sales process – as they have for thousands of 
years. What’s in it for you?  

• An economical way to garner wide distribution 
• Access to a wider set of prospects 
• An in-depth understanding of individual market conditions and needs 
• Support for managing and distributing inventory 
• Assistance in building and maintaining a customer base 
• The ability to concentrate on R&D instead of sales 

 
2. Don’t lose sight of your real customer. 
While many invoices may be generated along the distribution chain, there is only one 
true ‘buyer’: the end customer. Don’t fall into the trap of focusing all of your attention on 
the dealer, and ignoring the ultimate check writer. 
 
Dealers and distributors are only interested in your product if they can see how it can be 
of interest to their customers. They don’t need to be ‘sold,’ but to be informed on how to 
best sell to and support their customers. And to tell them that, you need to understand 
those customers inside and out. 
 
3. Freebies and trips are no longer enough. 
There was a time when you could buy loyalty and motivate salespeople by offering trips 
for dealers. No longer. Oh, they still want the trip, but now they also want a 
manufacturer who can help them build a brand and generate growth.   
 
Manufacturers need to find ways to offer substantive benefits that help dealers and 
distributors effectively build business. These can include traditional approaches such as 
brand awareness, emerging technologies such as geodemographic mapping and other 
tools that can help increase the return on investment for marketing efforts. 
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For example, manufacturers could help their 
dealers/distributors improve their own marketing by 
providing more information on the surrounding 
geography than would normally be available to a smaller 
business. An example is the dashboard developed by 
MarketVue (www.mvue.com) which manufacturers are 
able to offer their retailers and dealers. The more unique 
the insight, the more its access could be linked to 
increased dealer loyalty or performance. 
 
Implement these things properly, and dealers and distributors will generate enough 
profit to take their own trips. 
 
 
4. Viva la difference! 
Not all dealers and distributors are the same, or have the same needs. Some may be 
on a fast growth path; others may be satisfied with their current size and profits. Some 
may want to feature their own brand; others may like the support of a more well-known 
manufacturer’s brand. Some may be want to represent multiple manufacturers; and 
others may want the benefits that come with a higher degree of loyalty.   
 
The bottom line? Programs aimed at the distribution channels should be flexible, so 
individual engagements can be adjusted based on a range of motivating factors. 

 
5. There’s more than a widget in that box. 
When you sell a product, you’re really selling a lot more than something in a box. You’re 
selling all the other elements that come along with it – support, services, availability, 
awareness, logistics, supply, financing, etc. Find out what’s really most important to 
both the intermediaries and your end customer, and then structure both the offering and 
the communications to reinforce those areas. 

   
6. Remember who’s in charge here. 
Consolidation is alive and well in this arena. The late 1990s and early 2000s saw 
tremendous rollup of distributors and dealers across a variety of industries – from 
funeral homes to HVAC dealers. As middlemen grow in power and influence, they 
represent more opportunity for manufacturers – and potentially a greater threat as well.  
 
If manufacturers work only with the consolidated groups, the balance of power may 
shift. And manufacturers can find themselves forced to bend to the will of the distributor. 
So in addition to working with the consolidators, it’s important to continue to build 
business and relationships with small and mid-size dealers and distributors as well. 
 
 
7. Keep it simple. 
Many factors influence a dealer’s decision to carry a product, or a customer’s to buy it. 
Trying to address them all at once would be overwhelming – and paralyzing.  
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Instead, identify areas that provide the greatest competitive advantage or mitigate the 
greatest competitive weakness. Then develop a plan to directly address those areas, 
and thereby give dealers or distributors more and stronger reasons to do business with 
you. 
 
And then? Implement the plan. And if things go well, prepare for some history-making 
sales growth. 
 
----- 
Want to know more? Contact Reji Puthenveetil at reji@groupnewhouse.com or call  919-845-3282. 
 
Reji Puthenveetil is founder and President of Group Newhouse, a marketing and management consulting 
firm that helps organizations understand what truly drives the customer decision process and how that 
intelligence can be used to build engagement, generate loyalty, and drive revenue. groupnewhouse.com 

 


