Distribution contract of products

Dr. Salam muneam mishaal

The Trade is considered one of the important ways
to transfer money and goods localy and international ,
yet there is a question arise heve how can we reach
these productions to the costumers ? The answer will
be through this research under the title (( Distribution
contract of productions )) . many companies use
dealers or distributors in order to market their
products to the costumers which is constitute the

concept of ( Distribution contract ) .
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The distributor is an independent selling agent who has a contract to sell the products of
a manufacturer. The distributor cannot represent him- or herself as the producer but
may display the producer's trade name in signage and in the sales situation. Depending
on the relative power of the producer, the distributor may be limited to selling only one
brand of a product; in practice the strong distributors will have much more freedom. The
distributor usually has an exclusive territory which may be part of a metro area or,
depending on the product, may be a large territory including more than one state.
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Distributors pay wholesale prices for the product and then distribute to dealers who pay
dealer price.
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A dealership is sometimes called a retail distributor. It is similar to a distributorship,
except that a dealer usually sells only to the public. Unlike other types of franchisees,
including some distributors, a dealer rarely carries a single product line. Even in the auto
industry, a major dealer will carry competing products, often on the same site, but these
will be differentiated by being each in its own building.
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There are differences in operating a distributorship and a dealership. A distributorship
normally costs more than a dealership and requires leadership capability and a better
knowledge of basic business skills. It will most likely have a larger territory than a
dealership and may even extend to more than one location. A dealership tends to be local
and requires less start-up capital. A dealer can focus his/her efforts on the management
and success of one location. The dealer works closely with a distributor so it pays him or
her to nurture that relationship as well. In the final analysis, the distributorship can be
more lucrative; but it will require different skills and higher investments.
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A company can choose between hiring its own sales people to distribute its
products or it can use distributors to provide the same function. Most small
businesses use distributors because it is less expensive, facilitates cash flow and
because distributors have more knowledge and experience in the market area.
The distribution agreement is the contract between a company in need of having
its products distributed and the distributor that specializes in providing that
function.

A Company can sell through distributors
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The task of writing a distribution agreement can be challenging. The
inexperienced person might be unaware of mistakes written into the agreement
until it is too late. The best and easiest way to avoid costly mistakes is to obtain a
copy of a distribution agreement commonly used within the industry. A good
source for an industry-specific standard agreement is the industry trade
association or the industry distributor association. The standard agreement should
serve as a point of departure to adjust and modify according to the company's
and/or the distributor's requirements.

The distribution agreement, as a legal document, should have some input from
lawyers. Be cautious in relegating the task of writing the agreement to lawyers.
Lawyers are knowledgeable about binding contracts, but they may not be
knowledgeable about unique aspects of a particular industry or company.
Therefore, the lead role in writing a distribution agreement should be taken by one
of the company's senior executives such as the sales manager. An industry
professional should review the draft and work with the lawyers to polish the final
document.
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A company can sell through distributors.

The distributor provides many infrastructure resources that a company
would have to duplicate if it elected to hire a sales force. The company would
have to first hire a sales force. The distributor already has a sales force in the
market with established customer relationships. The distributor warehouses the
product. Most important, the distributor assumes the risk for selling the product.
That is, the distributor buys the product from the company and takes the risk of
reselling the product to retailers or to final end-users. This is invaluable to a
company's cash flow. In addition, the distributor provides a range of after-sale
services such as technical support and repairs and servicing that would be costly
if not impractical to do in-house.

kel 8 Led) Ll daladl) ¢ lasf T
A company can choose between hiring its own sales people to distribute its
products or it can use distributors to provide the same function. Most small
businesses use distributors because it is less expensive, facilitates cash flow and
because distributors have more knowledge and experience in the market area.
The distribution agreement is the contract between a company in need of having
its products distributed and the distributor that specializes in providing that
function.
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A company can sell through distributors.

In the exclusive distributorship agreement, the company agrees not to distribute
its product through any of the distributor's competitors within a defined geographic
territory. The agreement frequently stipulates that the distributor likewise will not
handle products of the company's competitors. The exclusive distributor
agreement requires a leap of faith that the distributor will perform according to the
company's expectations. Exclusive agreements are typically found in high-tech
industries involving sophisticated products requiring considerable product
knowledge and expertise and extensive market development costs. An example
would be costly medical equipment. Exclusives are also common in luxury
products such as very high-end automobiles. Since the exclusive constitutes an
irrevocable "marriage" between the two parties during the term of the agreement,
companies contemplating such an agreement should do the required due
diligence before signing the contract.

ll)ae s el T
A company can sell through distributors.

The non-exclusive distribution agreement lets the company appoint multiple
distributors within a geographic territory, by market segmentation or by whatever
distribution criteria deemed relevant. Typically, distributors bound to non-exclusive
distributor agreements can carry products from competing companies. Non-
exclusive agreements tend to be preferred by companies and opposed by
distributors. Companies want to evaluate distributor performance before
committing to exclusivity. Distributors counter with the claim that territory
development is too costly without an exclusive. Both sides have valid concerns,
which are usually worked out through compromise such as meeting sales
objectives prior to considering additional distributors.
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