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Abstract  

 

Primarily, this research study was concerned with the evaluation of the brand campus concept 

implemented at then DaimlerChrysler South Africa in 2002, as a case study. Pretoria-based 

Mercedes-Benz South Africa (Pty) Ltd. (MBSA) is a subsidiary of global vehicle manufacturer 

Germanyôs Daimler-Benz AG (DBAG). They are responsible for assembling, distributing and 

retailing, certain Mercedes-Benz and Mitsubishi vehicle brands, and spare parts.  

The landmark 1998 DaimlerChrysler global ómerger of equalsô was preceded by the 1995 joint 

venture between Mercedes-Benz and Mitsubishi Motor Corporation. Consequently, three brands 

(Mercedes-Benz, Chrysler and Mitsubishi) were retailed and marketed under DaimlerChrysler 

South Africa (Pty) Ltd. (DCSA), positioned next to each other in the same showroom. This 

report identifies key challenges stemming from this approach, namely: brand strength dilution, 

more than 80 multi-franchised dealers and multi-branded showrooms, service capacity problems, 

old working environment and infrastructure, and perceived intra-brand competition.   

The research evidence suggests that these problems prompted then DCSA to launch the 2000 

Dealer Network Strategy (DNS). In the grand scheme of things, the DNS intervention entailed 

partitioning the dealer network into five brand centres in five metro regions, and eighteen market 

centres in the rural areas. The brand campus concept was borne out of DNS and proved to be a 

masterstroke since, the primary focus was on streamlining the retail facilities for DCSA vehicle 

sales, service and spare parts for both the passenger and commercial vehicles.  

This study highlights key pillars of the brand campus concept, namely: profitability, brand focus, 

customer orientation and diversity. The challenge was to address seven major drivers of the 

brand campus concept, namely: after-sales vehicle support, vehicle service capacity, lead-times, 

spare parts availability, sales information propagation, behavior of sales personnel and the 

overall vehicle dealership appearance.  

Semi-structured interviews constituted part of the evaluation based on the perspectives of five 

customers, three dealer principals and two MBSA marketing executives. The research evidence, 

which also came from MBSA documentation and direct observation, shows that this innovative 

concept has been remarkably successful. 
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Chapter 1: Research Introduction and Overview  

 

1.1 Research Introduction 

Mercedes-Benz South Africa (Pty) Ltd. (MBSA) manufactures, distributes and retails an 

extensive range of premium passenger and commercial vehicles (Manoim, 2001; MBSA, 2008). 

The comprehensive 2002 vehicle brands profile included: Mercedes-Benz, Chrysler and 

Mitsubishi ranges.  

Wholly-owned by global vehicle maker Germanyôs Daimler-Benz AG (DBAG) (Lorentzen, 

2006; Manoim, 2001), MBSA evolved from Mercedes-Benz in 1952, became DaimlerChrylser 

South Africa (DCSA) in 1998, and following the 2007 de-merger with Chrysler, reverted to 

MBSA (MBSA, 2008).  

Distribution channels are ósets of inter-dependent organizations which facilitate the transfer of 

productsô (Kotler, 2003: 505), óovercoming time, place and possession gaps that separate the 

products from customersô (Kotler and Keller, 2009: 232; O'Connor and Frew, 2008). The 

channels are discussed in detail in Chapter 2. Kotler and Keller (2009) assert that in the grand 

scheme of things, manufacturers have the prerogative to retail to the intended market, either 

directly or by using a set of intermediaries.  

This research focuses on the latter, and the discussion narrows down to the exclusive dealership 

model implemented at MBSA. Known as the brand campus concept, this phenomenon is part of 

MBSAôs corporate Dealership Network Strategy (DNS).  

Taking vehicle distribution to another level, undoubtedly, DNS transformed the dealership 

system into brand centres in five metropolitan regions, and eighteen market centres in rural areas 

(Johnson, 2008; Manoim, 2001).    

1.2 The Automotive Landscape in Perspective  

The global automotive industry adopted the fields of passenger and commercial vehicles 

categorization as an accepted framework to determine vehicle positioning in the market 
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(European Commission, 2000). On the whole, MBSA capitalizes on these vehicle categories at 

the brand campus concept dealerships.  

According to Kotler and Keller (2009: 235), ideally, ójust about everything that matters to 

customers concerns several service output level metricsô, which form part of the evaluation of the 

efficacy of the brand campus concept. Further, Kotler and Keller (2009: 235) highlight these 

metrics as: lot size, average waiting and delivery times, spatial convenience, product variety, 

assortment breadth, and service back-up provided by the channel.  

In addition, seven generic dimensions were proffered by Rangan (1994), namely: after-sales 

vehicle support, vehicle service capacity, lead-times, spare parts availability and sales 

information dissemination, behavior of sales personnel and overall dealership appearance. These 

topics are extensively covered in Chapter 3.  

1.3 The Dealership Rationalization Program 

In 1994, Mercedes-Benz partnered with Japanese Mitsubishi Motor Corporation, and 

subsequently merged with American Chrysler Corporation in 1998 (DaimlerChrysler, 2006; 

Kotler, 2003; MBSA, 2008; Stadler and Hinterhuber, 2005). These strategic imperatives unified 

a wide range of often competing and diverse vehicle brands which were marketed in the same 

showroom (Architect and Builder, 2006; Manoim, 2001).  

According to Architect and Builder (2006), Johnson (2008), and Manoim (2002), from the 

perspective of then DaimlerChrysler South Africa (DCSA), the resultant key problem areas 

identified in the risk analysis audit of 2000 included:  

Á Brand strength dilution, more than 80 multi-franchised dealerships and multi-branded 

showrooms, service capacity problems, old working environment and infrastructure, and 

perceived intra-brand competition.  

Confronted with these dynamic challenges, DaimlerChrysler strategists were hard-pressed to 

redefine the traditional vehicle distribution network. Determined to make an impression, DCSA 

crafted the ground-breaking Dealership Network Strategy (DNS) - a turnaround distribution 

intervention articulated as managementôs marketing master plan (Manoim, 2001). From 

Johnsonôs (2008) standpoint, the objective was to streamline dealerships into brand centres in 
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metropolitan regions, market centres in rural areas, and independent dealerships operating in 

both areas  (discussed more fully in Chapter 3).  

1.4 The Brand Campus Concept Exclusive Dealership Model 

The brand campus concept (borne out of DNS), gave new meaning to vehicle distribution by 

providing a friendly vehicle distribution climate (Klein and Selz, 2000). From the point of view 

of the Architect and Builder (2006), DaimlerChrylser (2007), and Manoim (2001, 2002), the 

intention was to change the conventional mindset of óselling vehiclesô to one of providing 

comprehensive óone-stop vehicle purchasing solutionsô.  

The long-standing viewpoint shared by Architect and Builder (2006), and Manoim (2001), was 

that, then DCSA wanted to showcase its legendary flagship Mercedes-Benz, Mitsubishi and 

Chrysler brands within three separately-designed buildings under óone vehicle campusô.  

Exhibiting a óvehicle fashion senseô, MBSA initially created two spectacular and superbly-

located lifestyle centres in Durban in 2002, and in Cape Town (2006) (Architect and Builder, 

2006; Manoim, 2001). In time, there were additional centres in Johannesburg (2007), and 

Pretoria (2008); however, the fifth centre is Sandton, and it does not have a lifestyle centre 

(Johnson, 2008). Apparently, the reasonable argument is that, as stated by Johnson (2008), 

establishing a lifestyle centre there proved beyond both economic and business senses. Overall, 

this research intends to highlight the challenges emanating from the brand campus concept.   

1.5 Research Background 

This section outlines the research overview and objectives, and the structure of the dissertation.   

1.5.1 Research Overview 

At this juncture, it is imperative to spell out that the field of this research was limited to 

automotive retail management, particularly to the indirect distribution channels used by MBSA 

to reach the target market. This involves losing control of the distribution channels, óhanding 

overô distribution responsibilities to dealerships (Klein and Selz, 2000).  

The far-reaching significance of intermediaries cannot be over-emphasized, though. According 

to Kotler and Keller (2009: 232), the intermediaries óassist firms gain efficiency and 
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effectivenessô. They attain this by harnessing their ócontacts, experience, specialization and scale 

of operation, and offer more than a firm could on its ownô (O'Connor and Frew, 2008).  

Proponents of the indirect distribution strategy, Gaiardelli, Saccani and Songini (2007), 

Gronroos (1994), Klein and Selz (2000), Kotler (2003), and Yadav and Goel (2008), argue that 

the approach capitalizes on the over-arching capabilities provided by the intermediary channels. 

These capabilities include: reaching wider target market coverage at lower costs, ensuring 

customized retailing and distribution efficiency, and generally, distributors are perceived to be 

closer to customers in the supply chain. The indirect distribution strategy is discussed in detail in 

Chapter 2. Therefore, a typical automotive distribution system is depicted in Figure 1.1.    

Figure 1.1: Typical Automotive Distribution Structure 

 

As proposed by Kotler (2003: 508), and Kotler and Keller (2009: 231), two distribution channels 

where each channel óis proportional to the number of intermediary levels, are used by vehicle 

makers to reach the intended marketô. These will be aptly-demonstrated through the Mercedes-

Benz case, as discussed by the Competition Commission (2001), DaimlerChrysler (2002a), and 

Manoim (2001, 2002): 

Á Firstly, MBSA retails directly to large customers, such as car rental firms (AVIS and 

Imperial), through short (single- or no-level) marketing channels; and 

Á Secondly, indirectly using intermediaries, such as MBSA dealerships, via long (two or 

more levels) marketing channels. 

It should be noted that the brand campus concept assumes the indirect distribution approach. As 

it turns out, according to Hough and Neuland (2007), the channel length directly relates to the 

price customers eventually pay, impacting the overall channel selection process.  

1.5.2 Research Objectives 

Based on the case study research methodology, the primary objective of this research was to 

evaluate the brand campus concept against the objectives set, namely: brand-focus, customer-

Vehicle Suppliers

ÅVehicle 
Manufacturers

ÅImporters

Distribution Channels

ÅDirect 

ÅIndirect (Intermediaries - Dealerships)

End-Users

ÅCustomers 



An Evaluation of the Brand Campus Concept Implemented at Mercedes-Benz South Africa 

 

Tichaona Samkange: RIBS: 2006 - 2008  16 

 

centric, profit-orientation, and diversity. In attempting to do this, the study looks at the brand 

campus concept from the perspectives of the customer, the dealer principal and the MBSA 

marketing executive. The key question is that, from these perspectives: 

Á Did brand awareness, customer satisfaction, sales margins, the bottom-line, or market 

position improve as a result of the implementation of the brand campus concept?   

Answers to the question were sought through corroborating evidence of MBSA documentation, 

the semi-structured interviews (with customers, dealer principals and MBSA marketing 

executives), and direct observation. The detailed discussion is provided in Chapter 4. 

1.5.3 Structure of the Dissertation  

The roadmap for this dissertation is structured such that the remainder of the dissertation is 

organized as follows: Chapter 2 focuses on the literature pertaining to the field of study, 

automotive retail management. This is followed by the discussion of the organization ï 

Mercedes-Benz, the dealership network strategy (DNS), and the brand campus concept in 

Chapter 3. Chapter 4 covers the research methodology. The results and discussion are presented 

in Chapter 5, with the conclusion and recommendations on future works in Chapter 6.   
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Chapter 2: Automotive Retail Management   

 

This chapter is primarily-concerned with the literature pertaining to the field of study, the 

automotive retail management, and ultimately, on the subject matter, the brand campus concept. 

2.1 The Marketing Strategy 

The American Marketing Association (AMA) (Gronroos, 1994: 5; Hyman, 2002: 924; Kotler, 

2003: 9), and the Chartered Institute of Marketing (CIM) (CIM, 2005) define marketing as the 

óprocess of planning and executing the conception, pricing, promotion and distribution of ideas, 

products and services to create exchanges that satisfy individual and organizational goalsô. 

Citing early distribution theories, Parmentôs (2008: 253) viewpoint is that in the past, marketing 

was not highly-valued as a distribution function because óthere is always a market for products, 

or markets are characterized by a shortage of productsô. Putting things into perspective, the 

assertion by Gautam and Singh (2008), and Merz (2006) imply that technically, customers use a 

product because they have a need or it brings perceived advantages.  

Yet, marketing significantly influences an informed purchasing decision-making initiative by 

providing ósufficient information to the right people, at the right time and in the right placeô 

(O'Connor and Frew, 2008). From a theoretical standpoint, Thitithananon and Klaewthanong 

(2007: 2) refer to this phenomenon as the ócharacteristic of knowledge managementô. In turn, 

marketing strategy is a long-term managerial game plan ócommitted to pursuing the businessô 

marketing opportunitiesô (Thompson, Strickland and Gamble, 2007: 38), and is based on the 

firmôs mission and vision (McDaniel and Kolari, 1987).  

The conclusion by Michael (2002: 325) implies that the strategy coordinates óthe price, quality 

and advertising aspectsô. Lamb Jr., Hair Jr., McDaniel, Boshoff and Terblanche (2004: 24) draw 

attention to the fact that this depends on óthe marketing objective, target market description, 

structure and positioning, and optimal combination of the marketing mix elementsô.  

2.1.1 The Extended Modern Marketing Mix  

Neil Borden is credited for coining the widely-cited marketing mix phrase in his 1960s article, 

The Concept of the Marketing Mix (Gronroos, 1994). The famous acronym ó4Psô classification of 
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marketing was, however, suggested and introduced by Jerome McCarthy (Hughes, 2005; Hunt, 

1976; Svensson, 2002). Further, Hyman (2002: 924) posits that McCarthy had the onerous task 

of condensing óBordenôs original 12-version marketing mix into the 4Ps in his first edition of his 

book, Principles of Marketingô. 

Gronroos (1994) is of the opinion that the 4Ps were popularized by the marketing guru, Philip 

Kotler in his article, Marketing Management. The marketing mix is defined by Kotler (2003: 15), 

as óa set of marketing tools a firm uses to pursue its entire marketing objectives, such as 

advertising, placement, or positioning in the intended marketô. Traditionally, the 4Ps model of 

marketing was designed to market a physical product (Ripley, 2007). From Salvatoreôs (2004: 9) 

assertion, óthe marketing department cannot determine a price, design a promotion strategy or 

create a distribution channel until the firm has a product to sellô.  

In a nutshell, Hughes (2005), and Melewar and Saunders (2000) summarize three added services 

marketing elements. Most importantly, customers assess the value of a product by looking at 

other aspects which come with the product, namely: people strategy, which delivers on customer 

service aspects, physical layout (business premises), and process strategy (spatial convenience). 

Combined, the 4Ps and the three additional services marketing elements constitute the extended 

marketing mix, as depicted in Figure 2.1. 

Figure 2.1: The Extended Modern Marketing Mix 

 

óDesigned to appeal to a specific group of potential buyersô (Lamb Jr. et al., 2004: 37), the most 

valuable commodity of the extended modern marketing mix is the unique combination of the 

resultant 7Ps (Hughes, 2005; Melewar and Saunders, 2000). This is shown in Figure 2.1 above.  

2.1.2 The Distribution Strategy  

The distribution strategy constitutes the interface (Paturkar, 2007; Ripley, 2007), which 

facilitates product transfer from the manufacturer to the businessô markets (customers) (Geng 
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and Mallik, 2007; Parment, 2008). Valuing Dongôs et al. (2007) opinion, it is of no use to have a 

strong product if customers cannot conveniently acquire it. Additionally, óa product has value 

only if the customers can buy itô (Fawcett and Fawcett, 1994: 26).  

The underlying principle behind distribution efforts is to satisfy end-users (Melewar and 

Saunders, 2000), and the channels represent the conduits to effect this goal (Rangan, 1994).  

Whilst accepting that profitability is much more the rule for a firm to remain competitive than 

the exception, Gautam and Singh (2008: 314) argue that ókeeping customers intrigued about its 

productsô is also vital. However, this is consistent with the theory of the firm, which postulates 

that óthe primary objective of the firm is to maximize its wealth or valueô (Salvatore, 2004: 9). 

According to Fawcett and Fawcett (1994), there are four basic economic utilities (time, place, 

form, and possession), which define customer value creation pertaining to a firmôs product or 

service delivery. Descriptively, Ripley (2007) states that óthe objective of distribution is to create 

utility of place, and the value of having the products, where and when the customer wants themô.  

If it is where the customer needs it (place utility), and when the customer needs it (time utility) 

(Fawcett and Fawcett, 1994; Ripley, 2007), the distribution channels are an essential point of 

contact between manufacturer and customer (Parment, 2008; Ripley, 2007). These two utilities 

were chosen as they match the objective of the research from the perspectives of customers, 

dealer principals and MBSA marketing executives. These are discussed in detail in Chapter 3. 

2.1.2.1 The Definition of Distribution Channels 

Distribution channels are also called ótrade or marketing channelsô (Kotler, 2003: 504; Kotler 

and Keller, 2009: 231), and the terminology can be used interchangeably. Marketing channels 

are ósets of inter-dependent organizations involved in the process of making a product available 

for useô (Coelho, Easingwood and Coelho, 2003: 562; Kotler, 2003: 505; O'Connor and Frew, 

2008; Ripley, 2007). The channels are ómeant to overcome time, place and possession gaps that 

separate products from customersô (Kotler and Keller, 2009: 232; OôConnor and Frew, 2008).  

A manufacturer can óown its intermediariesô (Kotler, 2003: 551) which amounts to vertical 

integration (Parment, 2008; Peyrefitte, Golden and Brice Jr., 2002). According to Kotler (2003: 

506), as opposed to having its own intermediaries, ówhy would a manufacturer seek help with 
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distribution functions, delegating and relinquishing control of how, and to whom the product is 

soldô?  

Overall, O'Connor and Frew (2008) insinuate that the gains far-outweigh the losses as the firm 

resort to utilizing intermediaries. This argument is cemented by Perner (2007), who argue that, 

on a large scale, óintermediaries are capable of performing certain functions less costly, are 

better-placed, and have the requisite skills relative to the manufacturerô.  

In essence, the intermediary option represents óoutsourcingô (Perner, 2007; Xia and Gilbert, 

2007). Slack, Chambers and Johnston (2007: 150), and Thompson et al. (2007: 175), define 

outsourcing as the ópractice of contracting out to external vendors, certain value chain activities 

previously done within the operationô.  

To this effect, O'Connor and Frewôs (2008) perspective is that distribution systems must be: (1) 

effective (delivery at the right place, correct amount, and in right condition); and (2) efficient 

(delivery at the right time and at the right cost).                                                                        

What is abundantly clear is that manufacturers retail either directly, or via intermediaries (Geng 

and Mallik, 2007), facilitating delivery of products to customers (Dong, Shankar and Dresner, 

2007). The advantages and disadvantages of the manufacturer either: (1) selling directly to 

customers; or (2) utilizing the intermediaries (Kotler, 2003: 506-7; Kurata, Yao and Liu, 2007; 

O'Connor and Frew, 2008; Parment, 2008; Perner, 2007; Prince and Davies, 2002; Scranton, 

1995; Xia and Gilbert, 2007), as outlined in Tables 2.1 and 2.2, respectively.   

Table 2.1: The Advantages and Disadvantages of Manufacturers Retailing Directly to Customers 

Advantages  Disadvantages  

Control and standardization: a manufacturer handling its 

distribution functions is better-placed in terms of exercising 

control over product sales, pricing and retaining high-level 

customer service 

Some distribution logistics are complicated, 

time-consuming and expensive for firms to 

implement themselves  

Market reasons: in direct channelling, manufacturers can 

expose, present products and brands the way they see fit  

Most firms lack the requisite technical 

expertise in certain areas 

 

 



An Evaluation of the Brand Campus Concept Implemented at Mercedes-Benz South Africa 

 

Tichaona Samkange: RIBS: 2006 - 2008  21 

 

Table 2.2: The Advantages and Disadvantages of Manufacturers utilizing Intermediaries 

Advantages  Disadvantages  

Convenient and flexible customer payment 

options (purchasing on credit, delaying start of 

payment, and allowing vehicle trade-ins)   

Potential loss of revenue for manufacturers since resellers put 

mark-ups, and manufacturers may not realize full sale price 

Command extensive networking, experience, 

specialization, scale of operation, and  offer 

more than what a firm can achieve on its own 

It is difficult for manufacturers to control the behaviour and 

processes at franchised dealers 

 A manufacturerôs product may not get the requisite attention 

due to multi-branded selling 

 A manufacturer lacks communication control of the ultimate 

message which reaches the customer 

 

The jury will always be out as to the optimal channel stream from a whole host of alternatives 

(direct or indirect) available, which is the focus of the next section. 

2.1.2.2 The Levels and Arrangement of Distribution Channels  

Rosenbloom (2007) infers that the more the channels, the higher the levels of customer service 

choices. This is despite the monumental challenges associated with coordination and integration 

of multiple channels, meant to operate at high levels of efficiency (Rosenbloom, 2007). In 

practice, three marketing activities ï communication, distribution and service, constitute óthe 

interface between a marketer and the target marketô (Kotler, 2003: 13). The arrangements are 

illustrated in Figure 2.2, and form part of the evaluation of the brand campus concept.  

Figure 2.2: Marketing Channels Arrangement 
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Undoubtedly, customers are primarily-concerned with the price, product variety or spatial 

convenience aspects (Hines, Silvi and Bartolini, 2002; Kotler and Keller, 2009), ótimely delivery, 

and in the right placeô (O'Connor and Frew, 2008).  

The detailed explanation given by Hough and Neuland (2007: 271), is that óinnovative and 

effective distribution systems hold the key to improved customer service, distribution efficiency 

and cost-effectivenessô. Fundamentally, the challenge, as stated by Slack et al. (2007: 148) is 

that, ódistribution channels provide invaluable feedback of customer needs and expectationsô.  

The distribution channels incorporate three discrete distribution entities (Penttinen and Plamer, 

2007), namely: (1) wholesalers; (2) retailers (dealers); and (3) specialty service firms (agents, 

brokers or distribution firms). The brand campus concept relates to the former, as shown in red in 

Figure 2.3.  

Figure 2.3: Typical Distribution Channels Structures 

Source: (Gronroos, 1994; Kurata et al., 2007; Parment, 2007; Penttinen and Plamer, 2007)                                       

From Figure 2.3, Parment (2008), and Perner (2007) describe the three channel levels (direct, 

indirect or a combination of the two), as constituting a parallel distribution channel. This means 

having products sold both via conventional channels, and the internet or firmôs retail outlets. 
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Á Direct Distribution System 

Entails straight selling to intended markets (Geng and Mallik, 2007; Rose, Shoham, Neill and 

Ruvio, 2007), via direct marketing and retailing, personal selling or assisted marketing systems 

(Gronroos, 1994; Kurata et al., 2007; Parment, 2008). Ordinarily focused on large customers, 

(e.g. car rental firms) (Rangan, 1994), it is best-suited when (Perner, 2007): (1) absolute margins 

are very large; (2) there is need for large inventory; or (3) the customer base is widely-dispersed. 

Á Indirect Distribution System  

Most manufacturers ódo not retail their products themselves but utilize intermediaries who 

perform various functionsô (Kotler, 2003: 504), and assume product stewardship (Parment, 

2008). As maintained by Penttinen and Plamer (2007), this is attained through: single-party 

(large store-based retail chains or online retailing), and multiple-party (wholesalers) selling 

systems. According to Perner (2007), granted the unique opportunity to represent the óface of the 

manufacturerô, intermediaries can óperform the required functions at the desired service levelô.   

Á Multi -Channel or Hybrid Distribution System   

Multi -channel or hybrid systems are a combination of direct and indirect systems. As such, the 

utilization of a multiple channel system, according to Coelho et al. (2003), and Parment (2008), 

encompasses wide-ranging capabilities, namely: wider market coverage, lower channel costs, 

improved customer satisfaction, customized selling, distribution efficiency, and large scale 

operations. As stated by Geng and Mallik (2007), and Merz (2006), the multi-channel system 

provides diverse information, requisite after-sales servicing and technical support.  

As indicated by Coelho et al. (2003), Geng and Mallik (2007), and Parment (2008), the system 

has potential for channel conflicts, customer resentment or confusion. Largely, Coelho et al. 

(2003) attribute this to different channels competing for the same customer segment, culminating 

in a companyôs product reaching the target market at different prices and with different service 

levels. That said the new vehicle sales practical model in Figure 2.4 below is used to explain the 

three distribution systems in practice.  
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Figure 2.4: New Vehicle Sales Channels 

Source: (MFBI, 2001) 

From the diagram, the manufacturer has at its disposal, three retailing alternatives. (1) Directly to 

management and dealer ócaptiveô sales, and partly, to major fleet sales. (2) Indirectly via dealers, 

medium fleet, small business and óretailô sales. (3) The hybrid system encompasses direct 

channels and dealers, sharing the market with major fleet sales (including rentals or leases).   

2.1.2.3 Types and Numbers of Intermediaries (Dealerships) 

In principle, manufacturers select intermediary channels on the basis of ótype and number of 

intermediaries needed, and terms and responsibilities of each channel memberô (Kotler and 

Keller, 2009: 236; Ripley, 2007). Under the best of circumstances, the above criteria largely-

depend on three primary theories (Ripley, 2007), as described in Table 2.3. 

Table 2.3: Three Aspects of Distribution Channels  

Theory  Description  

Economic Perspective Concerns the arrangement best-placed in terms of producing economies of scale and 

reducing operational costs overlap 

Behavioral Perspective Focuses on the arrangement best suited in terms of how people will feel, act, and react 

Transaction Cost Analysis Looks at both governance and production costs, providing a way to put monetary 

value on the customer óbehavioral aspectsô 

     Source: (Ripley, 2007)                                                                                                                                      
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From Table 2.3 above, the selection criteria by manufacturers, according to Kotler (2003: 517-8), 

and Kotler and Keller (2009: 238), is based on the strengths and weaknesses of the 

intermediaries, namely: (1) economic perspective, which refers to the number of years in 

business, growth and profit records, financial strengths; (2) behavioral perspective ï the behavior 

of sales personnel is paramount in this regard; and (3) transaction cost analysis, which refers to 

service reputation of potential channel members, or other product lines carried.  

Once the optimal channels have been considered, óthree levels of distribution intensity -

exclusive, intensive or selective strategiesô (Kotler and Keller, 2009: 236; Lamb Jr. et al., 2004: 

287-8; Ripley, 2007), are determined next.  

Exclusive distribution óprecludes intermediaries from handling competitorsô productsô (Ripley, 

2007), ódeprivingô customers the opportunity to make direct comparisons between competing 

brands at a single point of sale (Verboven, 2008). As Verboven (2008: 7) explains, óthe 

manufacturer can appoint a single dealer in a designated territory (e.g. a city or a municipality), 

and prohibits dealers from engaging in trading outside of their geographic areasô.  

The second alternative, intensive distribution offers a different proposition altogether, where the 

philosophy is to óutilize as many outlets as possibleô (Kotler and Keller, 2009: 236; Lamb Jr. et 

al., 2004: 287; Ripley, 2007). This channel is usually associated with fast moving óconvenience 

products (cigarettes, snack foods, or newspapers), which customers mainly buy in a variety of 

placesô (Kotler and Keller, 2009: 236; Lamb Jr. et al., 2004: 287; Ripley, 2007). As observed by 

Perner (2007), ócustomers will not travel much to look for these products which should be 

available anywhere the customer demands themô. 

Finally, selective distribution restricts the carrying of certain products (e.g. retailers of up-market 

merchandise) to only few intermediaries in a given geographic area to benefit from adequate 

market coverage, control and cost-reduction (Kotler and Keller, 2009: 236; Lamb Jr. et al., 2004: 

287; Ripley, 2007).  

According to Verboven (2008), under selective distribution, when selecting dealers, the 

manufacturer can utilize: (1) qualitative (the possibility to directly limit the total number of 

dealers in the country); and (2) quantitative (minimum standards of staff training, upfront 

advertising and marketing investment requirements, showrooms, demonstration cars, stock 
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levels, and performance of warranty works) criteria. As Verboven (2008: 7) further expands on 

the qualitative criteria, óthis may include tying new vehicle sales and after-sales repair and 

maintenance services, and to use the spare parts supplied by the manufacturerô.  

Overall, the scope of this research encompasses the exclusive and selective distribution strategies 

only. These aspects are covered in detail in latter sections, as well as in Chapter 3. 

2.1.2.4 Terms, Responsibilities and Evaluation of Channel Members 

The terms and responsibilities of channel partners relate to the ótrade-relations mixô elements as 

proposed by Kotler and Keller (2009: 236), which are portrayed in Figure 2.5. 

Figure 2.5: Terms and Responsibilities 

 

With regard to pricing policy, manufacturers ought to provide intermediaries with realistic 

operating margins and conditions of sale (Hughes, 2005), in addition to ócushioning them against 

price declinesô (Kotler and Keller, 2009: 236-7). Distributorsô territorial rights as enshrined in 

the contractual agreements, empower manufacturers to óenfranchise and define distributor 

territoriesô (Kotler and Keller, 2009: 237). In addition, ómutual services and responsibilities must 

be clearly spelt out in franchised- and exclusive-agency channelsô (Kotler and Keller, 2009: 

237), and ófranchisees have to comply with standard operating proceduresô (Ripley, 2007).   

Melewar and Saunders (2000) draw attention to the importance of establishing mutual 

relationships, communicating corporate identity and promoting distribution efficiency. As stated 

by both Kotler (2003: 518), and Kotler and Keller (2009: 238), this requires óappropriate 

selection, training, motivation, evaluation, and modification over time, of individual 

intermediaries, and of channel members, designs and arrangementsô.  

Customarily, there is no guaranty that all will always be plain sailing, which means some 

channels might not perform as might be expected (Perner, 2007). To address the shortcomings, 

Kotler and Keller (2009: 238) suggest that, policies need to be put in place, such as that, óunder-
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performers should be counseled, retrained, re-motivated, or terminatedô. This necessitates 

periodic monitoring of channel membersô performance levels (service outputs) (Perner, 2007).  

According to Kotler (2003: 520), and Kotler and Keller (2009: 238), the evaluation metrics 

include, ósales-quota attainment, average inventory levels, customer delivery time, and 

cooperation in promotional and training programsô. With that in mind, the two parties might not 

necessarily agree at every instance, therefore, necessitate the potential for channel conflicts.   

2.1.2.5 Distribution Channel Powers, Constraints and Resolutions 

In certain cases, manufacturers need certain intermediaries more than those intermediaries need 

the manufacturers. This depends largely on the relative power wielded in the channel of 

distribution by the manufacturer and the intermediary, and the various types of power possessed 

by the intermediaries are reflected in Table 2.4. 

Table 2.4: Summary: Channel Power Sources 

Power Source Description  Example  

Reward Power A channel member underpins 

anotherôs performance 

A retailer that meets a certain goal may receive a bonus 

or some other incentives 

Coercive Power Involves threats, such as 

punishment 

Some retailers are more powerful than a single 

manufacturer, and threaten them with  no further orders 

unless a price discount is offered 

Expert Power Includes valuable special 

knowledge  

A retailer with huge investments in IT for instance, can 

forecast sales volumes at various price levels  

Legitimate 

Power 

Warrants acceptable behavior 

under contract 

Dealers wield power over vehicle makers since only they 

have the sole right to retail to customers 

Referent Power Involves respect between the 

manufacturer and intermediaries  

Upscale merchandise makers have a huge presence at up-

market outlets (high referent power) for instance 

Source: (Dong et al., 2007; Kotler, 2003: 518-9; Perner, 2007) 

When there is jockeying for power in the channel of distribution, conflict can arise. Rose et al. 

(2007: 297) explain that generally, conflict óoriginates from behaviors by one party which inhibit 

the attainment of another partyôs goalsô. In turn, according to Parment (2008: 257), the channel 

system comprises of óseveral legal independent units, who freely set their goals and objectives 

which do not necessarily coincide with those of other members of the systemô. 

Therefore, channel conflicts (conflicts between members) are inevitable (Perner, 2007; Webb 

and Lambe, 2007), due to diverging interests regardless of óhow well they are designed or 

managedô (Kotler, 2003: 526). According to Rose et al. (2007: 7), the consequences include: 

hampering performance within channels of distribution, distortion and withholding of 
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information between dyad members, mistrust, and obstacles to effective decision-making. 

Various channel conflict types are explained in Table 2.5.  

Table 2.5: Summary: Types of Channel Conflicts 

Conflict  Description  Example  

Vertical  Conflict between different levels 

within the same channel 

MBSA disagrees with a particular dealerôs service policies 

Horizontal  Exist between members at the same 

level within the channel 

Two MBSA dealers disagree on whose territory includes 

the main street in the city 

Multi -

Channel 

Are a result of two or more channels 

that sell to the same market  

One channel gets a lower price based on larger volume 

purchases, whilst the other works with a lower margin 

Source: (Kotler, 2003: 526-7; Kurata et al., 2007; Ripley, 2007; Webb and Lambe, 2007) 

Taken as a whole, Kurata et al. (2007) stress the importance of the vertical (e.g. coordination 

between a manufacturer and a retailer) and horizontal (e.g. pricing between two retailers) 

decisions, as integral to supply chain management (as shown in Table 2.5 above). Based on root-

cause-analysis, there are various explanations for causes of conflicts as outlined in Table 2.6.  

Table 2.6: Summary: Causes of Channel Conflicts 

Conflict Cause Description  

Goal Incompatibility When overall goals are broken into specific functional objectives that conflict 

with each other, they assume the form of conflicting objectives relative to 

growth rates, revenues, profits, or market share.  

Domain Dissension  This is when channel coalitions must draw from the same base of limited 

resources - external and / or internal, to accomplish their tasks and objectives. 

Unclear Roles and Rights Primarily, due to the fact that dealer tasks are numerous and specified in 

detail, whilst manufacturer roles are few and vaguely-detailed.  

Differing Perceptions of Reality 

and Internal Channel 

Communication 

Concerns various reactions to the same situation from lack of communication; 

a manufacturer may be optimistic about short-term economic outlook, 

requiring dealers to carry higher inventory, whilst dealers may be pessimistic. 

Intermediariesô Dependence This is due to dealershipsô over-reliance for support on the manufacturer, 

greatly-influenced by say, the manufacturerôs pricing decisions. 

         Source:  (Kotler, 2003: 526-7; Parment, 2008; Webb and Lambe, 2007)                                                                                                                             

                                                                                                                                       

The viewpoint held by Parment (2008) is that these conflicts fall within the ambit of two 

philosophies. These are: (1) trading philosophy, which focuses on short-term maximization of 
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sales and profits; and (2) brand management philosophy, which focuses on building long-term 

customer loyalty and long-term maximization of brands and business values. 

The fact of the matter is that, widespread intermediary channel conflicts according to Zeithaml, 

Bitner and Gremler (2006: 439-40), are as a result of: divergence over objectives and 

performances, difficulty in controlling quality and consistency across outlets, tension between 

empowerment and control, and channel ambiguity. In practice, óit is not possible to completely 

eliminate channel conflictsô (Kotler, 2003: 529; Rosenbloom, 2007: 8). However, the least that 

can be done is to ólitigate cross channel conflictsô (Rosenbloom, 2007: 8), and according to 

Kotler (2003: 529), this is attained via óeffective conflict management and pragmatic decisionsô.  

Referring to Kotler (2003: 529) and Perner (2007), the long-standing recommendations for 

conflict resolutions vary from, ósharing information, successful adoption of super-ordinate goals, 

to co-optation, diplomacy, mediation and arbitrationô. Also, mutual respect and understanding 

between the two parties on the basis of similar objectives reinforces a ósense of belongingô, and 

elevates dealers to the status of óstrategic assetô (Kotler, 2003: 518). 

Rosenbloom (2007) suggests relational exchanges between channel members and legal means, 

and formation of strategic alliances as means of securing enhanced channel member cooperation.  

Rose et al. (2007: 298) feel there is a positive spin to conflict though; when óproperly managed, 

it improves decision-making by promoting the free expression of ideas and opinionsô. 

2.2 Designing and Managing Integrated Marketing Channels 

To design a marketing channel system, Kotler (2003: 511), Kotler and Keller (2009: 235), and 

Ripley (2007) propose: analysis of consumer service needs, setting channel objectives, and 

identification and evaluation of major alternatives and constraints. The contention is that due 

consideration should be given to ólean managementô (Fawcett and Fawcett, 1994; Hines et al., 

2002), to ensure: understanding of customer value, identification of the value-added streams, and 

creation of flow of product and information using customer pull.  

2.2.1 Identifying and Prioritizing Customer Channel Functions 

With regard to customer-focus, an ingenious vehicle purchasing decision-making process, A 

Practical Model of a Practical Matter by Malhotra (1993), is shown in Figure 2.6 below.     
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Figure 2.6: New Vehicle Purchasing Decision-Making Model 

Source: (Malhotra, 1993: 58) 

Under-pinning Malhotraôs (1993: 57-8) model, the emphasis is on a real-life situation of how 

customers conclude a ónew vehicle purchasing decisionô, as described below: 

Á óStarting as a passive customer (Iôm not interested in considering the purchase of a new vehicle), and 

when actively interested in purchasing a new car, the customer creates a consideration set (limits the 

brands to be considered). This is followed by shopping (buying), sale and assessing the value of the 

product or service. Toyota is part of the consideration set of value-conscious and reliability-oriented 

buyers, and used the new car purchase model to formulate marketing strategies that are consonant 

with consumersô underlying decision-making process. The 1992 Toyota Paseo marketing theme, A 

very practical car you can depend on, was based on this modelô. 

Kurata et al. (2007) suggest that there are two types of crucial decisions customers consider 

before purchasing a product. These are presented in Table 2.7. 

Table 2.7: The Two Decisions Customers Make When Purchasing a Product 

Perspective  Type  Description 

A decision made before 

a consumerôs arrival at 

a store 

The decision process is 

based on internal 

information 

This concerns information that is available in the 

consumerôs memory, such as risk-reducing product 

qualities (discussed in detail in Section 2.2.3.1) 

A decision made inside 

the store  

The decision process is 

based on external 

information 

This concerns information acquired from outside sources, 

such as: in-store displays, the sales personnelôs 

explanation, and actual contact with the product 

Source: (Kurata et al., 2007: 264) 

Pursuant to the discussion on the model to determine the customer decision-making process, the 

next rational step entails consideration of vehicle financing options available to customers, as 

depicted in Figure 2.7 below.  

Purposive 
(Passive) 

Population 

Active 
Consumers

Consideration 
Set

Shopping 
(Buying)

Sale
Assessment of 
a Product or 

Service
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Figure 2.7: Vehicle Financing Channels for retail Customer 

 
Source: (MFBI, 2001) 

From the diagram, the vehicle financing streams span across independent vehicle and dealer 

group finance companies, banks and building societies. But, in between the sources of funding 

and customers stand franchised and non-franchised dealers who act as conduits of finance.  

Vehicle financing and vehicle affordability inherently go together. Using the automotive industry 

as an illustration, the widely-held belief is that, fundamentally, the challenge in the motoring 

sector is to encourage vehicle affordability. For instance, the National Credit Act (NCA) (No. 34 

of 2005) was enacted to ómake repayments easierô (FSF, 2008).  

Significantly, the óstringent credit checks, the credit crunch and tightening of lending rules by 

financial institutionsô (Furlonger, 2008), typically, translate into fewer ófinancial lending 

applications and credit approvalsô (Peacock, 2008).  
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As expounded by Peacock (2008), the ripple effect is ólower new vehicle sales as customers 

resort to purchasing pre-owned vehicles, culminating in an upsurge in the used vehicles marketô. 

This is exacerbated by the fact that the derived demand for new vehicles is driven by 

unprecedented economic variables and pressures (Lorentzen, 2006; Procter, 2002). They include: 

levels of income and wealth, and vehicle prices.  

This is despite the fact that vehicle retailing dynamics provide customers with an option for 

trading-in their used vehicles when upgrading to a new one. With that in mind, there is a lee-way 

for customers though.  

Known as pool leasing contractual agreement, Klein and Selz (2000) explain that customers can 

lease from the dealer a compact car for everyday use and a station-wagon for holidays, satisfying 

the related mobility needs without necessarily owning a car.  

2.2.2 Customer Service Output Level Measures 

Due diligence dictate that, intermediaries should be forthright from the onset (Kotler, 2003: 511-

13; Kotler and Keller, 2009: 235) regarding, óobjectives related to meeting the varying customer 

needs and expectationsô.  

Crucially, just about everything that matters to customers revolves around the total care concept 

ï the ócustomer service output level measuresô (Kotler, 2003: 511ï13; Kotler and Keller, 2009: 

235).  

These measures are defined as óservices ultimately desired by customersô (Perner, 2007), and 

Rangan (1994) further describes them as ógeneric channel functionsô. The channels are described 

in Table 2.8 below.  
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Table 2.8: Summary: Customer Service Output Measures 

Function  Deliverable  

Product Information  Customers seek more information on certain kinds of products, particularly those that are new or technically-challenging, and those 

that have a rapidly changing technological component. 

Product Customization Some products need technical modification, requiring customization to fit or fulfill the customerôs specific requirements.  

Product Quality Assurance A customer emphasizes product integrity and reliability because of product consequences for the customerôs own operations. 

Lot Size  This function reflects the customerôs rand outlay for a product.  If it has a high unit value or is used extensively, it is likely to 

represent a significant financial decision for the customer and is likely to lead to a concentrated purchasing effort.  

Order Lead-Times Addresses the average time customers of a channel wait for receipt of new vehicle deliveries. 

Spatial Convenience Describes the degree to which the marketing channel makes it easy for customers to purchase a vehicle in terms of location. 

Product Assortment  A customer may need a broad range of products and may require one-stop shopping. At other times, assortment needs may simply be 

related to the breadth of the product line and availability of complementary products. 

Product Availability  Some customer environments require the channel to support a high degree of product availability. These are usually customers whose 

product-usage rate is difficult to predict (e.g. spare parts, because they are required only when a machine breaks down), or customers 

who will switch to competition rather than wait when the product is unavailable. Notions of demand uncertainty and requirements of 

buffer inventory relate to this function. 

After-Sales Service Often, the quality and availability of such post-sales services (or support) will have influenced the initial sale. 

Distribution Logistics  Transportation, storage and supply of products to the end-user involve levels of complexity. Moreover, once such investments are in 

place, governing their effective use involves additional transaction costs. 

Source: (Kotler, 2003: 511-13; Kotler and Keller, 2009: 235; Perner, 2007; Rangan, 1994)                                                                                                                                                                                                                                          
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Perner (2007) believes that naturally, customers prefer optimal levels of the metrics. From 

Table 2.8 above, the metrics facilitate customer relationship management (CRM) (Merz, 

2006), which is the continual monitoring and management of a customerôs interaction with a 

business (Xu and Walton, 2005).  

The importance of CRM cannot be over-emphasized, which brings to the fore óthe mix of 

business strategy, process and information technology, to improve the business with their 

customer baseô (Salvatore, 2004: 648). Xu and Walton (2005) consider greater customer 

knowledge to be the key to customer satisfaction and retention.  

On the other hand, Merz (2006) convincingly argues that óCRM often fails when it comes to 

providing insights into what customers actually think and what they valueô. To prove this 

suggestion, it is reported by Foss, Stone and Ekinci (2008) that, the high-failure rate of CRM 

projects is largely-attributed to the difficulty in their design and implementation.  

CRM essentially requires the continual restructuring of the vehicle distribution system 

(Shimokawa, 1995). According to IBM (2005), the restructuring increases the importance of 

ócustomer experience, brand aspects, and the value created at the moment of interaction 

between the customer and the distribution systemô.   

Melewar and Saundersô (2000) viewpoint is to the effect that the larger the deviation on 

important functions, the lesser the chances of attracting customers. Also, O'Connor and Frew 

(2008) state that the greater the degree of perceived risk in a pre-purchase context, the greater 

the consumer inclination to seek information about the product.  

2.2.3 The Brand Campus Concept in Perspective  

Providing a textbook case, the brand campus concept dynamics are discussed next from two 

perspectives, namely: service branding (intangible aspects) and the corporate visual identity 

system (CVIS) (physical or tangible aspects).   

2.2.3.1 Service Branding 

A brand is defined by the American Marketing Association (AMA) (Ailawadi and Keller, 

2004: 332; Kotler, 2003: 418), as a óname, term, sign, symbol, or design, or a combination of 

them, intended to identify the products or services of one seller or group of sellers and to 

differentiate them from those of competitorsô.  
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Parment (2008: 254) describes a brand as óa focal point for all positive and negative 

impressions created by buyers over time as they come into contact with the brandôs products, 

distribution channels, personnel and communicationsô.  According to Kohli, Harich and 

Leuthesser (2005: 1506), as the ófoundation of marketing communication efforts, a brand 

name identifies the product, and acquires a rich set of symbols and meanings embodied by 

productsô. 

As implied by Grace and OôCass (2005: 125), brands provide óeconomic and symbolic 

values, reduce consumer search costs and perceived risk, and signal product qualityô. Kotlerôs 

(2003: 419) observation is to the effect that, customers relate to a brand via óperceptions and 

feelings about its attributes or performance, which resides in customersô mindsô.  

Further, Grace and O'Cass (2005: 125) are of the opinion that from a customer perspective, a 

brand reflects on óthe product source and assigns legal responsibility, besides providing a 

promise or bond with the manufacturerô. It is only apposite that the key inherent risk-

reducing qualities in an attractive brand are provided in Table 2.9. 

Table 2.9: Inherent Risk-Reducing Qualities in Attractive Brands 

Quality Metric  Deliverable Outcome  

Identification  The customer may easily identify the product 

Guaranty  The brand guarantees a certain level of product quality which saves customer time and 

effort, and reduces uncertainty 

Reliability  Based on trust  

Optimization  Represents one of the best products in its category, the best performer for a particular 

purpose 

Characterization  Confirmation of the buyerôs self-image and image presented to others 

Continuity  Familiarity and intimacy with the brand heritage 

Ethical  Satisfaction linked to the responsible behavior of the brand in its relationship with society 

Source: (Parment, 2008: 254-5) 

Yoon, Thompson and Parsa (2009: 34) believe that ócustomers employ multiple methods of 

processing brand information, and rely on personal attitudes, beliefs or perceptions about the 

brandsô. In turn, Parment (2008: 254) identifies three attributes of strong brands, namely: (1) 

they signify high profitability; (2) they earn higher margins and higher returns on assets; and 

(3) customers are willing to pay a price premium.  

From Ailawadi and Kellerôs (2004: 331) standpoint, a brand is óone of a firmôs most valuable 

assets, and it can influence customer perceptions, and drive store choice and loyaltyô. It is 
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against this backdrop that two concepts brand loyalty and brand switching, which relate to 

customer service output levels and identify with a strong brand, are defined in Table 2.10. 

Table 2.10: Definitions: Brand Loyalty and Brand Switching 

Dimension Description  

Brand Loyalty Refers to the degree to which customers commit to particular brands based on brand 

switching costs, availability of substitutes, emotional ties to the firm, perceived risk 

associated with the purchase, and satisfaction obtained from past purchases 

Brand Switching  Refers to a buyerôs discretion in making inferences from brand characteristics observed 

between products (i.e. from one product to the other) 

Source: (Hakenes and Peitz, 2007; Kohli, Harich and Leuthesser, 2005; Zeithaml et al., 2006: 68) 

Within the context of brand loyalty, the over-riding factors to customer considerations when 

making repurchasing decisions (Ailawadi and Keller, 2004; IBM, 2005; Merz, 2006), 

include: past customer experience, convenience, and quality of service, price, product 

features, company image, and othersô recommendations. Further suggestions include payment 

terms, order-delivery lead times, and dealer facilities (Hines and Peitz, 2002; Klein and Selz, 

2000), in addition to customer relationship with the company (IBM, 2005).  

Grace and OôCass (2005: 125) reveal three factors which influence customer perceptions, 

namely: customer satisfaction, attitude and behavioral intentions, steeply-inclined towards the 

service brand of choice. These are attained on the back of three ótools of the tradeô, namely: 

brand evidence (e.g. core service, employee service, brand name, price or value for money, 

self-image congruence and feelings), advertising and promotion.  

An interesting review pertaining to store atmosphere is provided by Ailawadi and Keller 

(2004: 333), who describe the influential dimensions as ópleasantness, arousal and 

dominanceô. Further, Ailawadi and Keller (2004: 333) categorize the dimensions into: (1) 

physical features ï store design and layout; (2) ambient features ï lighting, music and 

displays; and (3) social features ï type of clientele, employee availability and friendliness, as 

well as the appearance, behavior and service quality of employees.  

Ailwadi and Keller (2004: 333) strongly argue that the atmosphere can influence ócustomer 

perceptions of the economic and psychological costs of shopping in a storeô. In addition, óa 

pleasant in-store atmosphere encourages customers to visit more often, stay longer and buy 

moreô (Ailwadi and Keller, 2004: 333). 
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From a customerôs perspective, óbrand switching is inevitableô (Peacock, 2008), where the 

ólikelihood of brand switchingô largely rests with óthe customerôs willingness and capacity to 

search for alternativesô (Perner, 2007). For instance, there is no clear distinction between the 

defined luxury, specialty and utility vehicle segments (European Commission, 2000; 

Manoim, 2001). This is particularly so within the passenger vehicle categories which have 

greater degrees of inter-changeability (Manoim, 2002; Peacock, 2008).  

Continuing with the argument, the European Commission (2000) singled out multi-purpose 

vehicles (MPVs) for example, óas easily-substitutable with estate cars, reducing the demand 

for minivans as customers switch to lower specialty carsô. These aspects are fully explored in 

Chapter 3. In this regard, the over-arching goal of the brand campus concept entails ócreation 

of a comfortable, inviting and welcoming environment for customers and visitors alikeô 

(Architect and Builder, 2006: 84).  

With that in mind, as discussed in Architect and Builder (2006), two marketing activities are 

relevant, namely:  (1) customer recruitment, which focuses on attracting future customers; 

and (2) customer base management, which focuses on building lasting relationships within 

the existing customer base.  

Parment (2008: 255) proposes óradicalô measures to óprotectô the image of buyers of luxury 

brands by óring-fencingô them from ónon-clientsô. This is via two scenarios, namely: (1) 

ócreating distanceô between the two sets of distinct buyer groups; and (2) implementing 

óprohibitiveô entry barriers, preserved through exorbitant pricing and exclusive distribution.  

Summarizing brand servicing, Stock and Tupot (2004) provide a fascinating caption:  

Á óThe successful brand will live in a world with customers as a seamless series of actions. 

Consumers may be aware of the presence of brand messages, but the messages are believable and 

speak the language of the scenario. Messages that ignore this mandate will be shut out and 

banished from the consumerôs worldô. 

 

2.2.3.2 The Concept of the Corporate Visual Identity System 

As stated by Melewar and Sauders (2000: 538), the firm needs to establish a strong corporate 

identity. This refers to óthe set of meanings by which an object allows itself to be known, and 

through which it allows people to describe, remember and relate to itô.  



An Evaluation of the Brand Campus Concept Implemented at Mercedes-Benz South Africa 

 

Tichaona Samkange: RIBS: 2006 - 2008 38 

 

Consistent with the literature on Corporate Visual Identity (CVI) and Corporate Visual 

Identity Systems (CVIS) (Melewar and Saunders, 2000), this communication aspect 

transcends the boundaries of advertising and marketing to position an organization 

competitively on the market. The two systems are described in Table 2.11. 

Table 2.11: The Concept of Corporate Visual Identity Systems Explained 

Dimension  Description  

Corporate Visual 

Identity (CVI) 

This forms an integral part of corporate identity, portraying the outer sign of inward 

commitment through products, environment and communications. This visual school 

emphasizes graphic design and management through official corporate symbols. 

Corporate Visual 

Identity System 

(CVIS) 

This concerns the graphic design at the core of a firmôs visual identity, whose elements 

are corporate name, symbol or logotype, typography, color and slogan. At best, CVIS 

provides the graphic language and discipline for the clear, consistent projection of a 

firmôs visual identity. Firms which standardize their global CVIS, normally achieve 

communication benefits beyond the usual marketing mix.  

Source: (Melewar and Saunders, 2000: 539) 

Melewar and Saundersô (2000) theoretical framework highlights the concept of graphics, 

which exude a firmsô message through CVIS elements, integrating a range of internal and 

external facilities. Noticeably, these creative expressions, identify with óthe overall 

appearance of buildings, the degree of landscape or gardens surrounding the premises, to 

incorporate an essential part of an institutionôs identityô (Melewar and Saunders, 2000: 540). 

Also, the visual elements include ólandscaping and walkwaysô (Goldwasser, 2008).  

This CVI system is best placed to articulate the strong position the organization embodies 

(Melewar and Saunders, 2000), as the corporate identity guidelines relate to the interior 

design and value-added products (furnishings, and brands merchandise and accessories 

ranges). Inevitably though, dealerships may be replicable in terms of visual appearance, 

including signs, and showroom design (Parment, 2008). The concluding remarks entail 

ócapturing the essence of dealerships from the perspective of customersô, and the readerôs 

attention is drawn to a particularly noteworthy impression by Sidney (2005), which follows:  

Á óCustomers expect to walk into a dealership, enter a showroom, feel and breathe the exclusivity of 

the brand. They anticipate the showroom to emulate their perception; by aligning themselves with 

the brand they have óarrivedô. Also, the dealers need to transform into a brand destination or 

experience, where customers can live the respective brands. It is about encapsulating the brand 

essence and translating it into every aspect of the brandôs environment, from the flooring to the 

furniture, to the layout and shape of the physical structureô. 
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2.3 The Legal Technicalities of Channel Relationships 

The scope of literature concerning unfair competition is limited to: unfair competition 

practices, cartel arrangements, and franchising and marketing systems, in that order. 

2.3.1 Unfair Competition  

Significantly, Manoim (2001), Perner (2007) and Verboven (2008) narrow the scope of unfair 

competition to cover: (1) inter-brand competition (different brands competing against each 

other); and (2) intra-brand competition (competition between different channels that sell the 

same branded products).  

As Perner (2007) discusses, the literature on unfair competition is clear that there is a ótrade-

off between the twoô, where one has to be ósacrificed in order to bolster the otherô. The legal 

challenges relate mainly to óensuring fair competition practices among firmsô (Perner, 2007; 

Verboven, 2008). These are summed in Table 2.12. 

Table 2.12: Summary: Unfair Competition Practices 

Unfair Competition 

Practice 

Description  

Collusion  Retailers or  manufacturers get together and agree to limit competition 

Discriminatory 

Pricing  

Price differentials by competing firms are generally legal only if they are justified by 

actual cost savings in selling to the two different firms 

Predatory Pricing  Firms temporarily sell products below their costs so that competitors are driven out of 

business, after which the predators will raise their own prices 

Territorial 

Restrictions  

Same as predatory pricing. These may or may not be legal, depending on the courtôs 

interpretation of their impact on overall market competition 

Price Maintenance  Manufacturers may put pressure on retailers not to sell their products below or above 

a certain price 

Tying  A customer is órequiredô to buy two products even if he only wants one; occurs if a 

firm has a monopoly-like situation for one product but face competition for another 

Source: (Perner, 2007; Verboven, 2008)                                                                                                                                                                                                                                                                                        

Michael (2002: 326) relates that ófranchisees are free to set their own pricesô, and have the 

benefit of the law on their side. In this respect, ófor the franchisor to set the prices across all 

units is a violation of unfair competitionô (Michael, 2000: 326). Some legal interpretations 

are presented by Perner (2007), in Table 2.13 below. 
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Table 2.13: Interpretation of Categories of Varying Degrees of Legality and Illegality Aspects 

Category  Description  Examples  

Per se 

Legality 

Certain practices are accepted as legal and 

no legal action can be taken 

Since customers do not compete each other, it is 

legal to charge different airline passengers different 

fares based on advance purchase, for instance 

Per se 

Illegality 

Practices that are definitely illegal if it can 

be proven that they have taken place 

Two retailers agreeing or colluding not to sell 

below certain prices  

Rule of 

Reason  

The totality of circumstances are examined 

to assess impact of the practice on 

competition 

The practice of tying a customer is subject to 

significant reviewing or different interpretations 

Modified 

Rule of 

Reason  

Certain practices are presumed to be 

illegal, but courts will hear exculpatory 

evidence which may clear a firm 

The law is discrete if a manufacturer drops a 

discount retailer over complaints from a rival 

retailer. If proved that the termination benefits 

inter-brand competition, this may be acceptable 

Source: (Perner, 2007; Verboven, 2008) 

2.3.2 Cartel Arrangement                                                                                                                                      

It is within the firmôs right óto develop a suitable channel arrangement as long as it does not 

use exclusionary tactics to bar competitors from using the channelô (Kotler, 2003: 530). 

According to Kotler (2003: 530), most manufacturers utilize two exclusive channels, to reach 

the intended market.  

Á Exclusive distribution - this allows certain outlets only to carry its products. 

Manufacturers óexert control over the exclusive distribution networkô (Koolen et al., 

2005: 416), limiting them to retail a single brand only from a single manufacturer 

(Parment, 2008).  

Á Exclusive dealing ï this precludes handling of competitorsô products. According to 

(Verboven, 2008), exclusive dealing is also referred to as the non-compete obligation, 

and prohibits dealers from selling multiple competing brands.  

Perner (2007) points out that óexclusive territories are apportioned to some retailers, 

entrusting them the sole right to sell in particular geographic areasô. Verbovenôs (2008) 

viewpoint reveals that manufacturers can assign an exclusive territory to their dealers.  

Exclusivity revolves around ómutual dependenceô. As explained by Parment (2008), 

manufacturers have their work cut out in terms of investment outlay, since the premium 

dealers are expected to invest their own resources in the brand-specific infrastructure and 
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systems. The DCSA dealerships invested their own resources (discussed in detail in Chapter 

3). As stated by Klein and Selz (2000), this is attained through: (1) creation of friendly 

environments via captivating lifestyle centres and elements; and (2) offering separate 

franchises and single-branded showrooms within appropriate infrastructure. 

As such, the exclusivity aspect for this study pertains to premium distribution strategy. As 

noted by Kotler (2003: 411), the key determinants of this strategy include: (1) for instance, a 

Mercedes-Benz is a specialty product with sentimental value, and understandably, buyers will 

travel far to buy one. (2) Specialty products do not involve making comparisons, since buyers 

invest time only to reach dealers carrying the wanted products. (3) Dealers do not necessarily 

need convenient locations; however, they must let prospective buyers know their location.  

This is consistent with the Wheel of Retailing Theory (Perner, 2007; Ripley, 2007), which 

postulates the ótendency of retailers to progressively add to their servicesô via three 

incremental stages. These are: low-end, medium, and high-end strategies, respectively. This 

outstanding theory is depicted in Figure 2.8. 

Figure 2.8: The Wheel of Retailing Theory 

Source: (Ripley, 2007) 

Inferring from the theory, the brand campus concept belongs to the high-end strategy, which 

entails: high price premiums, excellent facilities and services, and affluent customers. 

Variables of a strong brand (Parment, 2008), include: superior product differentiation and 

fewer close substitutes, which present fewer challenges and competition to premium dealers.  

Parment (2008) subscribes to the idea that, strong brand identity and high standards are an 

integral part of this premium brand strategy. One study cited in Parment (2008: 252), 

suggests that óstrong emotional attachments largely-influence vehicle purchasing decisions, 

as the vehicle is a fundamental element of the everyday life for most peopleô.  

Low-End Strategy

- Low prices

- Limited facilities & services

- Price-sensitive consumers Medium Strategy

- Moderate prices

- Improved facilities

- Broader base of value & service-conscious consumers

High-End Strategy

- High prices

- Excellent facilities & services

-Upscale consumers
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Taking the discussion further, Parment (2008: 252) points to a research which reveals that 

óabout 13-18% of household spending is committed to vehicle responsibilities, primarily in 

Europe and Japanô. The stakes rise for dealers to become óinventive with their product 

offeringô (Sidney, 2005), to satisfy the increasingly sophisticated customer needs and 

expectations.  

Provided that the exclusive arrangements do not impinge on the ócompetitive space or create 

a monopolyô (Kotler, 2003: 530), it is the prerogative of firms to ófreely select dealers, or 

allocate them into assigned areas or territoriesô (Salvatore, 2004: 373).  

Barring óindiscriminately terminating any contractual agreementsô (Kotler, 2003: 530), dealer 

allocation is based on ótwo cartel formatsô (Salvatore, 2004: 373-4). (1) Centralized cartel ï 

is a formal agreement amongst oligopolistic manufacturers to set the monopoly price, or 

allocate output among its members. (2) Market-sharing cartel ï this arrangement provides 

each channel member the exclusive right to operate in a particular geographic area.  

These two aspects are covered in detail in Chapter 3 when discussing the allocation of the 

dealerships by DCSA. 

2.3.3 Franchising and Marketing Systems 

As defined by Zeithaml et al. (2006: 427), franchising is óa relationship where the service 

provider (franchisor) develops and optimizes a service format that it licenses for delivery by 

other parties (franchisees)ô. As such, an individual entrepreneur óbuys the right to the 

trademark and the production process, for use at a particular siteô (Michael, 2002: 326). 

Consistent with what Parment (2008: 256) terms privilege, óthe parent company is the 

franchisor, the receiver of the privilege the franchisee, and the right or privilege itself the 

franchiseô. Historically, regarded as óbrand-name leasing companiesô (Menard, 2002), the 

franchise system reveals some challenges as Table 2.14 below shows. 
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Table 2.14: Summary: Benefits and Challenges in Franchising 

 Benefits  Challenges 

Franchisors   

Leveraged business format for greater 

expansion and revenues 

Difficulty in franchisees maintaining heady standards, as well 

as motivating the franchisees 

Consistency in outlets Highly publicized disputes and conflict 

Knowledge of local markets Inconsistent quality 

Shared financial risk and more working 

capital 

Control of customer relationship by intermediary channel 

  

Franchisees  

An established business format Encroachment  

National or regional brand marketing Disappointing profits and revenues, and high operational fees 

Minimized risk of starting a business Lack of perceived control over operations  

Source: (Zeithaml et al., 2006: 427) 

Parment (2008) asserts that by their very nature, franchisees are entrepreneurs, whose 

entrepreneurial distinction provides the impetus to assume some level of autonomy. Through 

their competitive instincts, more often than not, they outperform the manufacturer-owned 

retail outlets, leaving room for channel conflicts with the franchisor (Parment, 2008).  

 

Several issues affecting franchising in general (Zeithamlôs et al., 2006: 427), include: (1) 

complex agreements for the right to use a brand name, guarantees of quality, and the capacity 

to monitor users. (2) This involves upholding formalized procedures, standardization and 

centralization of functions (uniform accounting, personnel training, and information system).  

 

Lending credence to Parmentôs (2008: 256) logic, franchising is óasymmetrical and skewed in 

favor of the franchisorsô, and the odds are heavily-stacked against the franchisees who are 

solely-dependent on them. By and large, most franchise problems as pointed out by Zeithaml 

et al. (2006: 431), relate to óover-promising and unrealistic expectations by the franchisorô.  

 

To employ the franchising strategy as Zeithaml et al. (2006: 427) recommend, the óservice 

offering must be uniform and reproducible, and align with the delivery process, warranties, 

guaranties, promotions, and brandingô.  
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Kotler (2003: 522) describes marketing systems as óprofit-oriented and separate businessesô. 

By definition (Kotler, 2003: 522; Ripley, 2007), they are óconventional marketing channels 

comprising of an independent producer, a wholesaler and a retailerô. The systems ï vertical, 

horizontal and multi-channel, are illustrated graphically in Figure 2.9. 

 

Figure 2.9: Marketing Systems Arrangement 

 

Previously, the trend was that ófirms retail to a single market via a single channelô, and over 

time, óshifted to multi-channel marketingô (Kotler, 2003: 524; Webb and Lambe, 2007). 

Lately, the drivers to changes in channel arrangements included: the advent of the Internet 

(Webb and Lambe, 2007), and Internet-based e-Commerce (Rosenbloom, 2007).                                                                                                                                            

A vertical marketing system comprises of óthe producer, wholesaler, and retailer, acting as a 

unified systemô, and any of these can assume óchannel captaincyô (Kotler, 2003: 522; Ripley, 

2007). Mostly, the manufacturer is portrayed as the channel captain - someone who óexerts 

substantial influence to lead, own and franchise other channel membersô.  

In turn, a horizontal marketing system (Kotler, 2003: 524; Ripley, 2007), relates to ótwo or 

more unrelated companies which pool resources or programs together to exploit an emerging 

marketing opportunityô. A prime example of this aspect could be the landmark Daimler and 

Chrysler merger (explored in Chapter 3).  

Lastly, multi-channel marketing is a hybrid system which óblends the experiences of both 

vertical and horizontal systemsô (Kotler, 2003: 524).  The assessment by Geng and Mallik 

(2007), Perner (2007), and Webb and Lambe (2007), is that under this arrangement a firm 

uses more channels to reach many customer segments.  

Incidentally, Rosenbloomôs (2007) take on the issue is that more importantly, it is not 

necessarily about the number of channels, but it has everything to do with finding the optimal 

channel mix. 

Channel Development: Marketing Systems

Vertical Marketing Systems

Unified system

Horizontal Marketing Systems

Unrelated firms pooling resources together

Multi -Channel Marketing Systems

Hybrid
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2.4 The Automotive Retail Distribution Environment  

The vehicle industry encompasses vehicle and components manufacturing, distribution and 

retailing (Manoim, 2001), complemented by the vehicle service market (Koolen, Taminiau 

and Faber, 2005). This is illustrated in Figure 2.10.  

 

 

 

 

 

 

  

           

          

 

 

Source: (Koolen et al., 2005: 415) 

Trying to make sense out of Koolenôs et al. (2005) model, manufacturers utilize two business 

processes, designated as sales (new and used vehicles retailing) and service (repairs and 

components supply) segments, respectively. In turn, the intermediaries interface with 

customers, and capitalize on leasing, private business and private arrangements, respectively.  

2.4.1 Responsive Vehicle Supply  

According to Holweg, Disney, Hines and Naim (2005), and Paturkar (2007), conventionally, 

vehicle supplying and retailing was based on óforecast-driven productionô. This means that 

the vast majority of vehicles were sold from existing finished products inventory in the 

market place (Holweg et al., 2005; Paturkar, 2007). As clarified by Paturkar (2007), this 

resulted from distribution systems which remained stagnant whilst manufacturing processes 

were re-engineered.   

Figure 2.10: The Vehicle Sales and Service Landscapes 
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To say the least, Parment (2008) explains that firms stand to benefit from a reduction in 

distribution costs by as much as 20% by restructuring the distribution strategy. According to 

Paturkar (2007), this can only be attained on the back of changing from the traditional push 

(stock-holding of vehicles longer than is necessary at different stages in the distribution 

chain) to the pull (delivery of vehicles to orders) system. 

The pull system is consistent with financial accounting practices, which dictate that holding 

stock on the showroom attract inventoriable costs (tied-up income) (Garrison et al., 2006: 39; 

Holweg et al., 2005). The relative costs are incurred as the vehicles ógo into inventory 

awaiting saleô (Garrison et al., 2006: 39), leading to losses in ósales incentivesô (Holweg et 

al., 2005: 507).  

From Holwegôs et al. (2005: 508) point of view, preferably, ócustomers would rather wait and 

order a vehicle instead of buying one from the dealerôs lot or showroom, assumed to be 

incorrectly equippedô. However, Geng and Mallik (2007: 705) strongly feel that holding 

stock is justifiable since, óif one channel is out of stock, customers have a choice of visiting 

the other channelô, albeit óinducing inventory competition between the channelsô.  

From a different perspective, Rosenbloom (2007: 6) presents two multi-channel strategy 

synergies. (1) The premise is that ódifferent channels in the mix help each other outô. (2) The 

multi-channel strategy comes across as a zero sum game ï óif one channel gains customers, 

then the other channel must have lost customersô. 

Coupled to this, vehicle makers came up with innovative order-to-delivery (OTD) lead-times 

(Holweg et al., 2005: 508), to curb vehicle stock-holding at the dealerships. These are 

óordering and delivery times for vehicles built to customer orderô. Figure 2.11 below 

illustrates the lead-times via process mapping from vehicle makers, through distribution up to 

retailing.  
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Figure 2.11: Simplified Generic Order Fulfillment Process Mapping 

 

Source: (Holweg et al., 2005: 510) 
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Of particular interest to this study, is the vehicle distribution component of the model, which 

illustrates the customer vehicle order path from the time the order is placed up to the delivery 

time. The lead-times under review are crucial for this research as they form part of the evaluation 

of the brand campus concept from the perspectives of customers.  

Carrying on with the discussion, for example, Renaultôs Project Nouvelle Distribution (PND) 

was intended at delivering vehicles within 14 days OTD lead-times (industry standard) (Holweg 

et al., 2005). This program is similar to Mercedes-Benzôs New Distribution Policy (NPD) system 

(discussed in Chapter 3). NDP is modeled along the lines of Holwegôs et al. (2005) process 

mapping.  

Similarly, Volkswagen and Ford targeted the same times - about 14 to 15 days, and whilst 

seizing the moment, BMW attempted to expeditiously deliver vehicles within 10 days (Holweg 

et al., 2005).  The pioneer in adopting these programs, Volvo, óforecasted delivery times of 28 

days (initially 6 weeks) in the early 1990s, before settling for about 14 days (1995)ô (Holweg et 

al., 2005: 508). 

2.4.2 The Vehicle Dealership Landscape 

The research context premise is that there is a single vehicle manufacturer - Mercedes-Benz, and 

several exclusive dealers (Sandown, Imperial, Barloworld, McCarthy and independents - the full 

discussion is in Chapter 3). Manufacturers (in this case, vehicle makers) outsource the 

distribution responsibilities to intermediaries (dealers) (Parment, 2008), based on channel 

efficiency, economies of scale, or labor costs (Xia and Gilbert, 2007).   

Gaiardelli, Saccani and Songiniôs (2007) literature is consistent and clear when it comes to 

vehicle makersô and dealersô contractual arrangements concerning vehicle distribution, 

marketing, and retailing functions. It is the view of Hines et al. (2002), that dealer 

responsibilities revolve around two business processes, namely: (1) new and used vehicle sales. 

(2) The provision of impeccable demand-enhancing services, which come with the purchase of a 

vehicle in the manufacturerôs line, is critical (Xia and Gilbert, 2007).  

As concerning the latter, Parment (2008) is of the notion that central to the dealer functions, are 

common fundamental issues incorporating vehicle-tailored packages. Literature on service 
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delivery reiterates that the core tasks encompass dissemination of óproduct information, 

maintenance service or warranty repairsô (Xia and Gilbert, 2007: 253), and vehicle financing and 

vehicle insurance services (Klein and Selz, 2000; Parment, 2008).  

Xia and Gilbert (2007) credit the increase in customerôs perceived value of the product to these 

extrinsic product features. The full complement of vehicle dealershipsô responsibilities is 

depicted in Figure 2.12. 

Figure 2.12: The Core Responsibilities of Vehicle Dealerships 

Source: (Hines et al., 2002: 711) 

Referring to Hinesô et al. (2002) model, the exception to most dealer responsibilities, is the 

ócrash repairô aspect. According to Manoim (2001), in most cases, specialized repair works such 

as panel-beating for instance, are óoutsourcedô to panel-beaters. When all is said and done, 

according to Brooks and White (1996), and Xia and Gilbert (2007), there is a clear distinction 

between: (1) base warranty ï which is an obligation of responsibility assumed by the 

manufacturer that promises certain services to the buyer for a given period of time; and (2) 

extended service contract (ESC) ï which concerns the additional warranty that customers can 

purchase from independent service providers at the same time as the product they cover or at the 

same point (dealership) afterwards. 

Without passing on the opportunity to highlight the discrepancies, Xia and Gilbert (2007: 253) 

note that ósome dealers provide minimum warranty repairs, whilst others go to extraordinary 

lengths to make it convenient for their customersô. This consists of holding large inventories of 
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spare parts to facilitate timely repairs, scheduling appointments, or even shuttle services (Xia and 

Gilbert, 2007).   

Gaiardelliôs et al. (2007: 698) opinion is that, the dealersô main revenue streams are from service 

offering, which óeclipses four to five times higher, profits generated from actual vehicles salesô. 

In practice, this is largely-accomplished via a repeated purchases model, where óthe dealer sells 

the ómaster productô (the vehicle) and the customer repeatedly returns for the after-sales vehicle 

support at a costô (Thompson et al., 2007:  13).  

This makes customer-focus a top priority. In this regard, one study cited in Garrison et al. (2006: 

59) shows that ócustomers who have had bad experiences tell approximately 11 people about it, 

and are unlikely to buy the product or service againô. The impetus for dealers to perform well 

stems from two contrasting scenarios: 

Á From this viewpoint, dealership owners manage their outlets better than ówage-earningô 

managers, relative to the proverbial óprincipal-agent theoryô (Penttinen and Palmer, 

2007: 553). The theory is described by Salvatore (2004: 11) as that, ómanagers (agent) are 

more interested in maximizing their utility instead of maximizing corporate (principal) 

profitsô.  

Á Parment (2008) notes that dealers generate more revenue since they receive the residual 

income of the business they manage. The spur for managers of company-owned outlets is 

less since they do not bear the full costs or receive the full benefits of their decisions.  

These viewpoints are summed in a fascinating review given by Parment (2008: 257), as follows:  

Á óHe who manages his own business and runs the risk of losing his own money works with greater 

feeling and interest for profits and costs compared to a branch managerô. 

Notwithstanding óthe primary area of customer contact being the vehicle dealerô, research shows 

that óthere exists an unbalanced relationship between the manufacturer and the respective 

retailersô (Parment, 2008: 256). Kotler (2003: 518), Parment (2008: 257), and Perner (2007) are 

of the opinion that manufacturers derive their power from the following bases (discussed earlier):   

Á Coercive (i.e. the ability to terminate the dealer agreements); and  

Á Non-coercive (i.e. bonuses and assistance) to ensure dealers comply with their policies. 
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The over-arching importance of information technology (IT) in a consumer-driven market 

environment cannot be over-emphasized (Buhalis and Deimezi, 2003). Hough and Neuland 

(2007: 273), and Merz (2006) explain this as dissemination of crucial information, and 

facilitation of communication, documentation, payments and the decision-making process. 

Buhalis and Deimezi (2003) hold the view that in developed nations for instance, consumers 

heavily-depend on the all-important electronic media for product and service information. 

2.4.3 Exclusive Vehicle Distribution System 

In the past, the one-dimensional vehicle distribution and retailing environment, according to the 

Architect and Builder (2006), and Manoim (2001), was characterized by multi-franchised vehicle 

dealerships and multi-branded showrooms, where different and often competing brands were 

positioned next to each other. A number of reasons have been advanced for this argument, and 

Klein and Selz (2000) describe the traditional distribution network challenges as follows: 

Á Overcrowded markets with too many dealers, involving high capital inventory costs, 

selling fewer vehicles per annum, with low operating margins, utilizing old-fashioned 

selling techniques, and delivery of inferior service quality;  

Á National or regional price discrimination and lack of market transparency, which opened 

the niche for arbitrageurs;  

Á The established governance structures hindered the distribution networks from upgrading 

their service offerings or diversification into new distribution channels; and 

Á In sum, Perner (2007) explains that when a firm holds several different brands, different 

marketing and distribution plans are required for each.  

Kotler (2003: 520) explains that over time, distribution channels become óoutmoded, creating a 

gap between existing and ideal distribution systemsô. At great length, Geng and Mallik (2007: 

704) point out that in the face of mounting competition, firms need to ófreshen upô their 

distribution channels to ósqueeze out inefficienciesô.  

Overall, incremental analysis as described by Kotler (2003: 520), demands óoverhauling the 

channel structure, retaining the status quo, or dropping the individual channel member or 

particular market channelô. According to Kotler (2003: 520), dropping a channel member entails 

óaccounting for the firmôs outlook, sales loss or gain prospects without the intermediaryô.  
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2.4.4 Vehicle Sales and Service Markets 

The conventional automotive retail distribution network can be classified into three strategic 

business segments as acknowledged by Hines et al. (2002), and Manoim (2001). These are: (1) 

market for the distribution and retailing of both new and used vehicles; (2) market for vehicle 

servicing; and (3) market for the vehicle components supply.   

The new vehicles sales market incorporates after-sales service packages or maintenance plans, 

which accompany new vehicle sales (Manoim, 2001), such as: insurance, warranty and guaranty. 

From the customer perspective, it is not about óbuying a new vehicleô alone, but also evaluation 

of the behavior of the retailerôs staff, facilities and after sales service (Hines et al., 2002).  

Moving on, the vehicle distribution dynamics entail that once a new vehicle has been sold it 

depreciates in value, and if the owner opts to resell the same vehicle it will be traded in the used 

vehicles sales market (Manoim, 2001). For that matter, vehicles in this market, according to 

Manoim (2001), are sourced: (1) as trade-in vehicles from customers; (2) from manufacturersô 

vehicle auctions; or (3) from demonstration stocks.  

Next, the vehicle service market provides for after-sales vehicle back-up via leasing, private 

business and private agreements (Koolen et al., 2005). The deduction by Hines et al. (2002), and 

Manoim (2001), highlight that the support includes: scheduled maintenance, and pre-delivery 

vehicle inspection at the dealerships. Additionally, downstream service industry providers, as 

noted by Koolen et al. (2005), encompass: fast fitters, repair chains, and independent repairers.  

According to Manoim (2001), the demand for the vehicle components and spare parts market, 

comes principally, from: (1) vehicle fleet owners, such as car rental firms; (2) the vehicle repair 

industry; or (3) the independent vehicle workshops. This process between vehicle parts and 

components manufacturers and business customers is depicted in Figure 2.13 below.  
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Source: (Gaiardelli et al., 2007: 702) 

Looking closely at Gaiardelliôs et al. (2007) model and referring to the services flow, in between 

parts manufacturers and customers is a set of intermediaries (dealers) which if synergistically 

integrated can attain superior customer satisfaction levels.  

Overall, this study was primarily-concerned with the automotive dealersô aspect. It is at the 

manufacturerôs discretion to sell vehicle parts and components to customers directly, or through 

a dealership or wholesaler, as Figure 2.13 above shows.  

2.5 Summary 

To cap on this chapter, the primary concern was on reviewing the literature pertaining to the field 

of study, automotive retail management. The discussion started with an overview of the 

marketing strategy, narrowing down to the marketing mix, from which culminated the 

distribution strategy.  This constitutes the backbone of this research, since the subject matter, the 

brand campus concept is a distribution initiative.   

Figure 2.13: The After-Sales Service Chain for the Automotive Industry 
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Thereafter, the next discussion was designing and managing integrated marketing channels 

through ï identification and prioritizing of channel functions, and customer service output level 

measures. This led to the ultimate, the brand campus concept, where the literature was confined 

to two aspects, namely; service branding and the concept of the corporate visual identity system. 

The former revolved around the intangible aspects, whilst the latter was focused on the physical 

side of what the brand campus concept entails.  

The next topic to be reviewed was the legal technicalities of the brand campus concept in 

general, under three headings: unfair competition practices, cartel arrangements, and franchising 

and marketing systems. 

Finally, the chapter concluded with a discussion on the automotive retail industry dynamics, 

primarily on the responsive vehicle supply, exclusive distribution system, and the vehicle sales 

and service markets. The angle of analysis focused on how these topics relate to the brand 

campus concept.  
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Chapter 3: The Brand Campus Concept Dynamics 

 

This chapter provides the synergy between the theory on the field of study - automotive retail 

management, and the subject matter, the brand campus concept. 

 

3.1 Background: Daimler-Benz AG 

A merger is defined by the Competition Commission (2008), as óthe direct or indirect 

acquisition, or direct or indirect established control by one or more persons over all significant 

interests in the whole or part of the business of a competitor, supplier, customer or other 

personsô.  

 

From a strategic perspective, Daimler-Benz AG (DBAG) adopted the Daimler and Chrysler 

merger at global corporate level, and locally, the DCSA-Sandown merger (discussed later). The 

inference from Salvatore (2004: 382), imply that ómergers improve the global appeal of 

corporations through important synergies from the joint operationsô.  

 

What is more, óinternal growths and mergers facilitate global oligopolies through corporate 

concentration and globalizationô (Salvatore, 2004: 382). That said, Thompson, Strickland and 

Gamble (2007: 168) describe a merger as a ópooling of equals, with the resultant firm often 

assuming a new identityô. This tends to justify the Daimler-Benz-Mitsubishi joint venture, and 

subsequently, the previously unimaginable merger with Chrysler, as depicted in Figure 3.1.   

 

Figure 3.1: Overview: The DaimlerChrysler Expansion Program 

 

South Africa is largely-credited for being the first country to embrace the DaimlerChrysler 

merger (DaimlerChrysler, 2005). The corporate strategic goal of DaimlerChrylser was based on 

two dimensions (DaimlerChrysler, 2006), stated in Table 3.1 below.  

Merging Corporations 

Global Merger (1998)

Joint Venture (1994)

Global Parent Company Daimler-Benz AG

Daimler-Benz 

DaimlerChrysler AG

Daimler-Benz Chrysler Corporation

Mitsubishi Motor Corporation
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Table 3.1: Two DaimlerChrysler Strategic Goals 

Dimension  Deliverables 

Superior Customer 

Experience and Products 

DaimlerChrysler evaluates customer satisfaction via external quality and internal 

survey metrics, and boasts of superior product engineering design and development 

High Performing and 

Inspired People 

 

To attract and retain a multi-skilled workforce, DaimlerChrysler subscribes fully to 

South African principles of employment equity, accords employees usual company 

benefits and strongly emphasizes on continual employee development and training 

Source: (DaimlerChrysler, 2006) 

3.1.1 DaimlerChrysler AG: 1998 - Onwards  

Pretoria-based premium vehicle maker, then DaimlerChrysler South Africa (Pty) Ltd (DCSA), 

was a wholly-owned subsidiary of Germanyôs conglomerate, DaimlerChrysler AG (DCAG) 

(Barnes and Morris, 2004; DaimlerChrysler, 2005). A brief history of the South African 

subsidiary is shown in Figure 3.2.  

Figure 3.2: Timelines: The Continual Re-Invention of Mercedes-Benz South Africa 

 

Source: (MBSA, 2008) 

From Figure 3.2, it is apposite at this juncture to clarify that the period under review for this 

study, was from 2002 when the brand campus concept was introduced at DCSA, until the de-

merger between the two corporations in 2007, when the organization reverted to MBSA.  

Therefore, the evaluation of the brand campus concept was under DCSA (from 2002 to 2007), 

but when this research was conducted in 2008 onwards, the organization was now MBSA. That 

said, the research site was MBSA and the interview participants were MBSA employees. 

Also deducing from Figure 3.2 above, it is imperative to highlight that the name Daimler is 

predominantly identifiable in Europe, whilst Mercedes-Benz is easily recognizable elsewhere 

(Johnson, 2008). According to DaimlerChrysler (2005), MBSA prides itself in ómeeting the 

transportation and motoring needs of African and emerging marketsô.  
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This initiative is accomplished through ómarketing, distribution and retailing of quality vehicles 

and parts, and provision of reliable after-sales supportô (DaimlerChrysler, 2005). DCAGôs South 

African investments portfolio for 2002 is shown in Table 3.2, and the period was chosen solely 

because it coincided with the introduction of the brand campus concept.  

Table 3.2: The 2002 DCAG's South African Investments Portfolio 

DaimlerChrylser AG: South African Subsidiary Location % Capital Share  

DaimlerChrysler South Africa (Pty) Ltd Pretoria 100 

DaimlerChrysler Manufacturing South Africa (Pty) Ltd East London 100 

DaimlerChrysler Aviation (Pty) Ltd Pretoria 100 

Koppieview Property (Pty) Ltd Centurion 100 

Sandown Motor Holdings (Pty) Ltd Braynston 75 

Atlantis Foundries (Pty) Ltd Dassenberg 100 

DaimlerChrysler Financial Services South Africa (Pty) Ltd Centurion 100 

debis Fleet Management (Pty) Ltd  Centurion 65 

Source: Adapted from DaimlerChrysler (2006) 

The Competition Commission (2001), and Manoim (2001, 2002), clarify the two distinct 

marketing channels MBSA uses to market, distribute and retail their products as Figure 3.3 

shows. 

Figure 3.3: MBSA Distribution Structure 

 

From Figure 3.3, the two distribution channels are distinguished by Kotler (2003 : 508) as: (1) 

Directly ï short marketing channels with a single- or no-channel level for retailing straight to 

customers (e.g. MBSAôs direct export markets, and large customers, such as, car rental firms). 

(2) Indirectly, these are longer marketing channels with two- or more-channel levels for retailing 

through intermediaries (e.g. MBSA dealerships).  
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3.1.2 DCSAôs Focused Differentiation Generic Strategy  

Then DCSA, utilized a ófocused market generic differentiation strategyô (Lamb Jr. et al., 2004: 

115), aimed at ósecuring competitive advantage via renowned and luxury vehicle brandsô 

(Thompson et al., 2007: 153). Invariably, the niche market strategy appeals to óexceptional 

customer needs and preferencesô (Thompson et al., 2007: 153), of a narrow buying segment with 

the least competition (Perner, 2007).  

Parment (2008: 250) stresses that óbuyers of premium brands seek superior value that reflects the 

brandôs raison dô°tre and justifies the significant price premiumô. Parment (2008: 255) believes 

that óluxury brands must be desired by all but consumed only by the happy fewô. This epitomizes 

óthe identity acquired through an attractive brand which cannot be substituted for anythingô 

(Parment, 2008: 255). This interpretation is captured by Parment (2008: 255), as follows: 

Á óFor up-market vehicles, the feeling that you have made it, that certain feeling of fulfillment and 

personal success through buying and owning a BMW are typically the results of pure faith. They 

cannot be substantiated by any of the post-purchase driving experiences; it is a collective belief which 

is more or less shared by buyers and non-buyersô. 

Of strategic importance, Peacock (2008) infers that this niche market is óless-susceptible to the 

vagaries of economic cycles than the high-volume passenger vehicle segmentô. Evidently, the 

reasons for this situation vary, and two scenarios are summed up by Peacock (2008):  

Á During economic upswings, the market is less vulnerable to interest rates and debt pressures when 

sales do not accelerate at the same rate as the rest of the market; and 

Á Correspondingly, during economic downturns, the market does not decelerate equally-fast. 

At this juncture, it is vital to highlight that three characteristics clearly stand out within this 

óprivilegedô group of vehicle buyers, who óeasilyô weather the economic storms. These are:   

Á Most luxury vehicle buyers hardly rely on conventional bank financing, and often engage 

in outright cash purchases (Peacock, 2008);  

Á Buyers are willing and able to pay a huge price premium for the best vehicles (Thompson 

et al., 2007: 153), and  

Á Buyers are óless price-sensitive, make a concerted purchasing effortô (Kotler, 2003: 411), 

and are ópreoccupied with value for moneyô (Slack et al., 2007: 120). 
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Vouching for Mercedes-Benz as a low economic risk, it is an exclusive brand with an excellent 

high resale value (Parment, 2007). In this regard, the MBSA dealers compete in the óluxury and 

specialty vehicle segmentsô (Kotler, 2003: 411), which offer value for money (Peacock, 2008).  

Competitors in the luxury car segment include: Mercedes-Benz, Maybach, Chrysler, BMW, 

Lexus, Audi, Jaguar, Cadillac and Lincoln. These brand categories are the embodiment of 

prestige, and are perched at the top-end of the vehicle market pyramid (DaimlerChrysler, 2006). 

The wealthy clientele, who are well-heeled at the upper end of the economic scale 

(DaimlerChrysler, 2006), ówant to be seen to be buying the right labelsô (Lamb Jr. et al., 2004: 

223). At this point, it is important to explain briefly, the Daimler and Chrysler de-merger, when 

the organization reverted to Mercedes-Benz.  

3.1.3 The De-Merger Explained: Daimler and Chrysler 

The 2007 collapse of the nine-year DaimlerChrysler merger was inevitable. This was largely 

because of the distinct incompatibility between the two corporations, with pronounced 

ócontrasting organizational and management styles, and cultural and fundamental differencesô 

(Kotler, 2003: 69). These are summarized in Table 3.3.  

Table 3.3: Summary: Daimler and Chrysler Business Backgrounds 

Organization  Base 

Country  

Business Custom Communication and 

Interaction Lines 

Contemporary 

Interpretation of 

Showroom Styles 

Chrysler 

Corporation 

US Delegates power to lower-

ranked management 

Short command lines American Art Décor 

Influence 

Daimler 

Corporation 

Germany Classic bureaucracy  Long command chain  Classic European 

Architecture 

Source: (Architect and Builder, 2006; Kotler, 2003: 69; Salvatore, 2004: 384) 

If the contents of Table 3.3 are anything to go by, then from a considered opinion, the de-merger 

was justified since, ócultural differences are capable of decreasing opportunities for meaningful 

interactionsô (Rose et al., 2007: 297). Pursuant to the de-merger, Daimler (Mercedes-Benz, 

Smart Car, Maybach), and Chrysler (Chrysler, Jeep, Dodge), retained their original respective 

brands (MBSA, 2008). On the face of it, the post-merger era meant the two firms reverted to 

head-to-head competition, which in a way was ócircumventedô during the merger period.  
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One benefit to emerge out of the DaimlerChrysler amalgamation was that Chryslerôs dealer 

network snowballed from 8 to about 25 during 1999 (DaimlerChrysler, 2005). In addition, there 

was an improvement in service delivery and parts availability (DaimlerChrysler, 2005). Overall, 

the end of the once touted ómerger of equalsô Kotler (2003: 69), heralded the renaming of the 

organization to Mercedes-Benz again (MBSA, 2008). 

3.2 DaimlerChrysler Dealership Rationalization Strategy 

Market research findings such as the independent research group MFBIôs 2001 report cited in 

Macnab (2008), and then DCSAôs 2000 internal risk audit analysis (DaimlerChrysler, 2002a), 

clearly indicated that ócustomers wanted more professional and innovative standards and 

processes in their retail experiencesô. The DCSA audit unearthed several key problem areas due 

to the merger with Chrysler (Architect and Builder, 2006; Manoim, 2002). These are 

summarized in Table 3.4. 

Table 3.4: Major Challenges Following the 1998 Daimler and Chrysler Merger 

Key Problem Area Description  

Brand strength dilution  Seemingly, Mercedes-Benz and Mitsubishi brands in the same showroom only 

served to ódiminishô the premium marquee - Mercedes-Benz, from the customerôs 

perspective 

Outmoded distribution 

network 

The more than 80 distribution infrastructure were haphazardly-distributed, with 

no clearly-defined areas of responsibilities 

Service capacity problems Long service lead-times resulted due to the diverse technical competences 

required for the divergent DCSA brand offerings 

Old working environment 

and facilities 

The dealership infrastructure were not correspondingly upgraded to accommodate 

the increased DCSA product offering 

Intra-brand competition  Competition between DCSA dealers was based on the pricing and service level 

differentials, competing for the same market segments and in the same regions 

Source: (Architect and Builder, 2006; Manoim, 2002) 

As a result of this analysis, DCSA overhauled the traditional distribution network by 

implementing a sustainable turnaround program, the new Dealership Network Strategy (DNS) 

(Architect and Builder, 2006; Competition Commission, 2001; DaimlerChrylser, 2007; Klein 

and Selz, 2000). As Parment (2008: 256) asserts, ómanufacturers restructure their dealer 

networks to satisfy their markets via inventive approachesô.  
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The impression in Architect and Builder (2006), and by Johnson (2008), implies that as part of 

the package, DNS focused on brand separation in the marketing of brands, consistent with the 

global marketing strategy of DBAG. Parment (2008: 255) supports this position, stressing that 

ómanufacturers implement brand separation programs to make communication brand-specific, 

and hence, eliminate competition in the showroomsô.  

This balanced intervention strategy by DCSA created a leaner and more efficient distribution 

network by reducing sales points, and instead, increasing service centres to eliminate service 

capacity problems (Manoim, 2001). The DNS structure is outlined in Figure 3.4.   

Figure 3.4: DNS Unpacked 

 

3.2.1 The Key Priority Areas of DNS 

In terms of the DNS, then DCSA revolutionized the dealer network into brand and market 

centres (Johnson, 2007; Manoim, 2001). From Parmentôs (2008: 255) perspective, this retail and 

geographical restructuring was defined in terms of óstreamlining the sales and service outlets by 

numbers, size and geographical dispersionô. The DNS goals are summarized in Figure 3.5 below.  
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Figure 3.5: The Desirable Outcomes of DNS 

 

Source: (DaimlerChrylser, 2007; Johnson, 2007; Manoim, 2001) 

Three DNS levels of brand separation were created (Johnson, 2007, 2008), as shown in Table 3.5 

below. They are: Level 1, which was concerned with the brand centre territories; Level 2 

(market centre territories); and Level 3 (market centres and independent dealers).   

Table 3.5: DNS Territorial Levels: Brand Separation 

9 March 2009 14
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As pointed out in DaimlerChrysler (2002a), DNS affected only the metro dealer network without 

impacting on the country and rural dealersô representation. This arrangement goes against current 

conventional wisdom, which maintains that when restructuring, rural dealers tend to be the first 

to be discarded or lose their franchise agreements (Parment, 2008).  

That said, Architect and Builder (2006), and Johnson (2007) made it abundantly clear that: (1) in 

urban and metro areas, each brand existed separately in its own building, and particular to each 

brand design character. (2) However, the country and rural dealers retained multi-branded 

environments, and the Mercedes-Benz design as the leading brand.   

In the grand scheme of things, the brand centres were demarcated into five main sales 

metropolitan regions (Competition Commission, 2001; Lamb Jr. et al., 2004: 289; Manoim, 

2002), namely: Johannesburg (Gauteng East and West); Pretoria (Gauteng North), Durban 

(KwaZulu-Natal) and Cape Town (Western Cape). These are shown in Figure 3.6.  

Figure 3.6: DNS Brand Metropolitan Regions 

  

Source: (DaimlerChrylser, 2007) 

In turn, about eighteen market centres were created for country and rural areas 

(DaimlerChrylser, 2007; Johnson, 2007). They are: Boland, Boarder, Eastern Cape, Free State, 

Highveld, Limpopo, Lowveld, Midlands, North West, Northern Cape, Outeniqua, Pilanesburg, 

South Coast, Vaal and Zululand. The map shown in Figure 3.7 below, shows the geographic 

locations of the market centres, and the five brand centres (highlighted in yellow ï namely: 

Gauteng West, Gauteng North, Gauteng East, Durban, and Cape Town). 
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Source: (DaimlerChrylser, 2007) 
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As described by the Competition Commission (2001), and Manoim (2001, 2002), in terms of 

passenger and commercial vehicles, the dealerships were allotted into: brand centres, as 

shown in Table 3.6, market centres in Table 3.7, and independent entities in Table 3.8, 

respectively.   

Table 3.6: Brand Centres: Dealership Distribution and Ownership 

Region Brand Centre Passenger Cars (Ownership) Commercial Vehicles (Ownership) 

Western Cape  Cape Town Sandown Sandown 

KwaZulu-Natal  Durban  NMI-DSM NMI-DSM 

Gauteng West  Johannesburg Sandown Sandown 

Gauteng East Sandton Imperial Imperial 

Gauteng North  Pretoria McCarthy Sandown 

Source: (Jonathan, 2007) 

Table 3.7: Market Centres: Dealership Distribution 

Market Centre Passenger Cars (Ownership) Commercial Vehicles (Ownership) 

18 Territories in 

South Africa 

Typically, 1 per territory, may be owned by 

a Brand Centre owner 

Typically, 1 per territory, may be 

owned by a Brand Centre owner 

Source: (Jonathan, 2007)  

Table 3.8: Independent Entities: Dealership Distribution 

Independents Passenger Cars (Ownership) Commercial Vehicles (Ownership) 

Either in Brand or Market 

Centre Territories 

Independently-owned, to meet 

market requirements 

Independently-owned, to meet market 

requirements 

Source: (Jonathan, 2007) 

DCSAôs entire dealer network spanning across the country, and as far afield as Botswana and 

Namibia, is given in Appendix A. The exhaustive Mercedes-Benz, Chrysler and Mitsubishi 

passenger and commercial vehicle brands profile included: Mercedes-Benz, Mitsubishi, 

Chrysler, Maybach, Smart Car, Dodge and Jeep. The heavy-vehicles category included: 

Canter, FUSO, Western Star and Freightliner custom-built trucks. The logos of the respective 

brands are shown in a comprehensive Table 3.9 below.   
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Source: (DaimlerChrysler, 2002b)

Table 3.9: The 2002 MBSA Brands Profile 
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The three brands shown in Table 3.9 above, form part of the evaluation of the brand campus 

concept. As summarized in DaimlerChrysler (2005), the detailed information of the brands is 

presented in Table 3.10.  

Table 3.10: Summary: Three MBSA Brands and Divisions 

Brand Division  Description  

Mercedes-Benz  The intention was to dominate the industry in terms of superior brand image and 

product offering to ensure shareholder, customer and brand value, thus shifting the 

Mercedes-Benz brands focus to a younger, more progressive and exciting profile. The 

eminent Mercedes-Benz passenger cars roll-call reads: A-, C-, E-, S- and M-Class 

models, and CL, CLK and SLK editions.  

Chrysler  Chrysler took the initiative to re-invest in South Africa in 1996, launching the Chrysler 

Neon, Voyager, Wrangler, PT Cruiser and Jeep Grand Cherokee ranges, locally.  

Mitsubishi  Mitsubishi focused on consolidating their most popular pick-up trucks and saloon 

brands on the local scene, including the óAfrica-testedô all terrain Colt and Pajero 

models. Occasionally, Mitsubishi excels and is committed to the field of motor sport, a 

racing legacy and passion that has evolved over the years.  

     Source: (DaimlerChrysler, 2005) 

The vehicle categories which are instrumental in keeping the MBSA banner flying high are 

listed in Appendix B. Next, the focus is on the centralized vehicle distribution system adopted 

at a global level by then DaimlerChrysler for their markets. 

3.2.2 The New Distribution Policy  

According to Johnson (2008), in 2000 then DCSA implemented a new central pooling system 

called the New Distribution Policy (NDP) following amendments to the existing DCSA 

Franchise Agreement. This was consistent with óJust-In-Time (JIT) Inventory Management 

Strategyô ï which entails that holding vehicle stocks along the supply chain attracts 

inventoriable costs (Amasaka, 2007; Broyles, Beims, Franko and Bergman, 2005; Holweg et 

al., 2007; Kojima and Kaplinsky, 2004; Mertins and Jochem, 2005; Schonberger, 2007).  

The new distribution policy was meant to streamline the vehicle sourcing and distribution 

logistics, precluding dealerships from holding onto vehicle stock levels on the showroom 

(Johnson, 2008). To illustrate how this policy (NDP) operated, the distribution of Mercedes-

Benzôs mainstay C-Class models manufactured in South Africa and Germany will be used. 




