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Logistics Management

Distribution strategies are a vital component of marketing operations and play an
essential role in a company's success. This paper will discuss two well-known companies, Costco
and Apple, and analyze the distribution approaches each uses for at least two products.
Understanding these strategies can provide insights into significant companies' operations and
the benefits and limitations of different approaches.

Costco is a large chain of warehouse stores that offers a limited selection at a reduced
price. Its distribution strategy involves minimal advertising and marketing costs by relying
heavily on word-of-mouth promotion and direct mail to its members (Berman, 2010). For
example, Costco has been able to keep prices low for its appliances by relying on consolidation
with significant suppliers, thereby allowing it to offer its customers lower prices without
spending significantly on advertising and marketing. Costco also sells various other products,
such as electronics, clothing, furniture, and grocery items. For these products, Costco uses a mix
of online and brick-and-mortar stores to increase its reach.

Apple is known for its innovative products, such as the iPhone and iPad. Its approach to
distribution is more elaborate than that of Costco, employing a wide range of physical stores,
online retail outlets, and third-party distributors. Apple leverages its relationships with major
retailers like AT&T and Verizon to give customers access to its products in locations throughout
the US and beyond (Tien, 2019). In addition, Apple has been able to reach customers in more
remote locations by employing a network of independent distributors and resellers. By using this
approach, Apple has made its products available at lower prices without sacrificing quality or

customer service.
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Distribution Approach Used by Costco

Costco provides its customers with various products for which it adopts different
distribution approaches. One product they sell is the Kirkland Signature bath tissue twelve-pack.
For this product, Costco utilizes an indirect distribution approach. This means that the retailer
does not sell its products directly to customers but instead works with third-party distributors
who supply the product to the retail stores.

Another product sold at Costco is their Kirkland Signature premium balsamic vinegar.
For this product, Costco uses a direct distribution approach. This involves supplying the product
directly to customers, usually through their website. Costco's indirect distribution approach for
the Kirkland Signature bath tissue twelve-pack ensures that customers can access the product in
various stores. For example, retailers such as Walmart, Target, and Amazon carry this product.
On the other hand, Costco's direct distribution approach for their balsamic vinegar allows them
to provide customers with the freshest product, as it is shipped directly from their warehouses.
Additionally, this approach allows them to control the customer experience and ensure that their
customers receive a quality product. Overall, Costco utilizes direct and indirect distribution
approaches for various products to reach its customer base and provide them with the best
products. This allows them to maintain a competitive edge in the retail industry.
Distribution Approach Used by Apple

Apple is a technology and consumer electronics company that produces many popular
products like the iPhone and iPod. One product they produce is the MacBook Pro laptop. For this
product, Apple utilizes a mixed distribution approach. This involves both direct and indirect
channels of distribution. Apple sells its products directly to customers through its website and

retail stores. They also work with third-party distributors who supply the product to retailers
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outside Apple's direct control. Another product sold by Apple is its AirPods, wireless
headphones. For this product, Apple uses an indirect distribution approach. This means the
company works with third-party distributors who supply the product to retailers outside Apple's
direct control.

Apple sells its MacBook Pro laptops directly to customers through its website and retail
stores such as the Apple Store. Meanwhile, they use third-party retailers or distributors like Best
Buy and Amazon, who provide access to a larger audience of potential customers. In addition to
retailers, Apple works with third-party wholesalers like Ingram Micro, who are authorized to
carry Apple products and distribute them to small-scale retailers. This allows Apple to reach an
even larger market and gives those more minor retailers access to their products. For AirPods,
Apple uses a similar approach but different third-party distributors. They often partner with
companies like Walmart, Target, and other electronics stores for this product. This allows them
to reach a wider audience of potential customers and get the product into more retail locations.
Moreover, Apple utilizes direct and indirect distribution methods to ensure their products are
widely available to customers. They use third-party distributors to access an even larger market
while selling their products directly through their website and retail stores. This ensures that
customers have access to their products from any location. Additionally, Apple utilizes digital
downloads for software such as the iTunes Store, App Store, and Mac App Store. This allows
customers to purchase products without leaving their homes or visiting a physical store. This
helps to make Apple products more accessible and convenient for customers who prefer digital
downloads over physical copies.

By utilizing both direct and indirect distribution methods, Apple can reach a wider

audience of customers while also providing a wide range of purchasing options. This allows
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them to maximize their sales and ensure that their products are as widely available as possible.
This has been a major factor in their success and ensures that their products are consistently
available to customers worldwide.
Conclusion

This paper has discussed two well-known companies - Costco and Apple - and analyzed
each distribution approach. It is clear that there are benefits and limitations to each type of
distribution strategy, and it is up to the company to decide which approach is best for its
products. Based on this research, it can be concluded that Costco utilizes an indirect distribution
strategy for most products, while Apple uses a combination of direct and indirect distribution
channels. This is likely because Costco's products are sold in large quantities, while Apple's
products are more exclusive and require greater specialization. Overall, companies must evaluate
their products and determine which distribution approach will be most effective. Each approach
has its benefits and limitations and understanding how these different strategies work can help
companies make the best decisions to distribute their products. For instance, a direct distribution
channel is advantageous because it allows for more control in pricing and product promotion. On
the other hand, an indirect channel of distribution may be more cost-effective as it reduces
overhead costs. Furthermore, companies must also consider the type of product they are selling
and how best to reach their target audience when choosing a distribution approach.
In summary, understanding the various distribution strategies that significant companies use can
provide insight into how businesses operate and the benefits and limitations of different
approaches. Companies must evaluate their products and determine the most effective
distribution approach. By understanding these strategies, businesses can make informed

decisions to help them succeed.
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