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This paper is about understanding through deep market analysis what are the issues and
opportunities in distribution. It highlights the detailed hypotheses driven ‘diagnostic’
framework to perform this analysis and shows the selling force role in successfully managing
distribution excellence as a change intervention. For each issue we built the most common
hypotheses which can conduct to a certain situation and we have highlighted different type of
key questions which can describe each hypothesis.
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1. Introduction
To highlight the opportunities in distribution, we have started from 3 main issues that are real:
= Issue 1: The company is not accessing its consumers through the right outlet groups
= Issue 2: The company does not have sufficient presence and trade relationship in the outlet
groups it does access
= Issue 3: The company has frequent unavailability and out of stock at POP because of late,
incomplete or no deliveries.
For each symptom we built the most common hypotheses which can conduct to the symptom
and we have highlighted different type of key questions which can describe each hypothesis and we
went through the judgment flow from issue 2 in the hypothesis of an ineffective sales force.

2. Detailed diagnosis
There are three topics regarding performing detailed diagnosis:
—  Access
— Presence
—  Delivery
The preliminary distribution assessment has to answer to this question: are there existing or
emerging strategic issues in distribution (environment, market, industry)?
This analysis is pointed out by a diagnostic tree (figure 1).

Issue 1: The company is not accessing its consumers through the right outlet groups
HYPOTHESES
H1. Distribution strategy is not aligned with marketing strategy
KEY CONTROL QUESTIONS
1. What are the different needs and requirements of different consumer segments?

2. How does the current marketing strategy target those requirements?
3. How does the current distribution strategy target those requirements?
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Figure 1. Diagnostic tree
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H2. Inappropriate outlet group usage in order to serve target consumers
KEY CONTROL QUESTIONS
1. How does the company’s distribution system structure compare to the overall market’s and to
its competitors’?
2. Does the company anticipate future shifts in the channel structure of the market?
3. How does its “numeric distribution” relate to its market share in each segment?
4. How do channels perceive its distribution performance?

H3. Excess cost of serving current consumers/outlet groups

KEY CONTROL QUESTIONS

What are the key economic trade-offs when evaluating one’s distribution system options?
How profitable is each distribution system for the company?

Which are the key cost drivers for each distribution activity?

How profitable is each customer for the company?
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Figure 2. Hypotheses of issue 1
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Issue 2: The company does not have sufficient presence and trade relationship in the outlet groups it
does access

HYPOTHESES

H4. Insufficient listing of brands at outlets

KEY CONTROL QUESTIONS

Does the company has a clear brand portfolio strategy by outlet groups?
Are the products listed at retail according to this strategy?

If listed, is it visible for sale to consumer?

H5. Undifferentiated overall service offering

KEY CONTROL QUESTIONS

Is the company gaining competitive advantage through superior services such as category
management or shelf-management?

How does the company response speed compare to that of its competitors?

Is the company making better use of electronic data exchange than its competitors (EDI)?
Are activities allocated effectively between the company and its customers?

Hé6. Ineffective sales force

KEY CONTROL QUESTIONS

Are your sales reps assigned to the right territories/routes and customers?

How does your sales force allocate its time?

What is the productivity of your sales force (calls/ day, effective calls / calls, etc.)?
What is the frequency of sales calls per customer?

Does your sales force have the required skills?

Do compensation guidelines create the right incentive?

H7. Insufficient promotion and merchandising
KEY CONTROL QUESTIONS

[s pricing on target?

Is the company product freshness satisfying?
How is its shelf space compared to competitors?
Are all promotional activities implemented?

H8. Uncompetitive trade terms and programmes

KEY CONTROL QUESTIONS

Is trade favouring competition because of unattractive trade terms?

Are margins, credit terms, discounts or performance related bonuses in the market to the company
detriment in distribution?

Are the company trade terms resources adequately allocated?

Figure 3. Hypotheses of issue 2
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Issue 3: The company has frequent unavailability and out of stock at POP because of late, incomplete
or no deliveries.

HYPOTHESES
HO9. Inappropriate service level target by product/segment/ channel
KEY CONTROL QUESTIONS

1. Are there service level targets/ agreements?

2. Are these targets differentiated by product / segment / channel?

3. Isperformance measured against these targets?

4. Are service levels monitored and included in performance control mechanisms?
H10. Ineffective sales forecast
KEY CONTROL QUESTIONS

1. Does the company have a sales forecast (SOP)?

2. How does the company performing against the sales forecast?
H11. Inadequate forward stock at retail outlets

KEY CONTROL QUESTIONS
1. Does the company have adequate stock coverage at retail in relation to its brand portfolio
strategy?

2. Isthe company defined product mix available in forward stock by brand style at retailers?

H12. Ineffective finished goods handling
KEY CONTROL QUESTIONS

1. Isdouble handling frequent?

2. How often are products damaged within the distribution center?
H13. Inappropriate network infrastructure and finished goods flow
KEY CONTROL QUESTIONS

1. Are the finished goods flowing logically?

2. Is the number of product handling points adequate?

H14. Ineffective transportation
KEY CONTROL QUESTIONS

1. Does transportation planning maximise truck utilisation?

2. Does the vehicle routing and scheduling optimise distances?
H15. Slow order processing
KEY CONTROL QUESTIONS

1. Are orders frequently delayed due to administrative reasons?

2. Isorder / dispatch data accurate?

Figure 4. Hypotheses of issue 3
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3. Required analyses and data for hypothesis number 6: ineffective sales force
We went through the judgment flow from issue 2 in the hypothesis of an ineffective sales force.
The first analysis is on service requirements. The activity is to assess requirements by customer.
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Required inputs are frequency and duration of visit/calls and response time.
Output is represented by service requirements vs. benchmarks.

The second analysis is to describe sales force activities, so the main activity is to describe

current sales force activities.

The required inputs are:

Territories, route and customer responsibilities for sales reps
Number of outlets per sales rep

Frequency and duration of visit / calls by outlet/week

Travel vs. visit time

Calls/day

Effective calls

Sales/month by route, territory & region

Availability by route, territory & region

Out-of-stock by route, territory & region

Return by route, territory & region

Outlet coverage (%) in territory

Number of reps per territory

Number of reps per key account

Planned vs. actual visits

Outputs are represented by:

Sales call frequency

Sales rep time allocation

Sales force effectiveness analysis

The third analysis is also describing sales force activities, but the main activity is to assess

current sales force support and compensation.
Required inputs are:

% reps with IT support
Average training days/year
Average training-on-the-job days/ month
Average % of variable compensation of total salary
Output is represented by sales force support and compensation overview.
The last analysis is to evaluate competitive sales force, so the activity is to describe sales force

activities for each major competitor.

Required inputs are:

Frequency and duration of visit / calls by outlet
Availability by route, territory and region
Out-of-stock by route, territory and region
Withdraw by route, territory and region

Outlet coverage (%) in territory

Number of reps per key account

Output is represented by competitive sales force effectiveness analysis.

Taking into consideration the outcomes from this diagnostic tree (figure 1), the company will

make the selection of the specific approaches based on the distribution strategy for three important
elements: selling, delivery and trade marketing.

4. Distribution system selection

Based on the detailed diagnosis, it will be established the strategic choice regarding the

distribution system, therefore some questions need to be answered to:

Which distribution system is appropriate for the needs of different outlet groups or distribution
channels?

Do the market conditions allow a retailer influenced strategy?

The answer to this question is based on the characteristics for retailer influenced strategy, which are:
passive, reactive, uncommitted and not influencing sales.

Do the market conditions mandate a manufacturer influenced strategy?

The answer to this question is based on the characteristics for retailer influenced strategy, which are:
aggressive, proactive, committed and influencing sales.

To decide ‘How’ selling is to be done, first it must be decided whether selling needs to be active

or can be passive - a decision pre-determined by the strategic approach choice.
A company has to choose Active selling if ...

...strategic approach is manufacturer influenced

..impact on the company’s margins is bearable over time

...company brands are not strong

..retailer effectiveness in managing inventories is low

...high performance level is required to remain competitive
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...strong influence on retailer’s purchase mix is required

A company has to choose Passive selling if ...

...strategic approach is retailer influenced

..company’s margins are very tight

...company’s brands are strong - strong brand pull

..retailer effectiveness in managing inventories is high
...high performance level is not critical to remain competitive
...strong influence on retailer’s purchase mix is not required
Specific selling approaches can be considered criteria to decide among detailed selling approaches, so a company

will choose Pre-Sales if ...

...better focus on selling task is required

...high efficiency is required

...high productivity is required

...security/personal safety is an issue

..relatively low level of competitiveness

...customers are physically distant - in remote or difficult to access areas
...most cost-efficient option

Or it will choose Prompt Sales if ...

..retailers have limited capital availability

...market requires small drop sizes

...ability to collect cash from retailers is critical

..immediate delivery is required

..retail out-of-stock is a critical issue - prompt sales is best approach to correct out-of-stock at retail
...most cost efficient option

Or it will choose Telesales, Electronic Orders if ...

...high cost efficiency is required

..retailers have access to needed technology

..retailers are sophisticated

...physical coverage of retailers is difficult

...high competitive effectiveness is required

...markets prefer fixed call frequencies

...markets allow pre-determined routing structures

...strong influence on sales mix is not required

...cultural characteristics do not require face-to-face contact
... most cost-efficient option

We have defined the difference between the retailer influenced strategy and manufacturer

influenced strategy and we saw which are the main factors based on which the company has to decide
for one or the other.

5. Conclusion

The detailed diagnosis and the approach of distribution system selection are the starting point

for a company distribution strategy. Taking into consideration the outcomes from the diagnostic tree
and the main factors on which it will be made the selection of a distribution system, the company will
draw the specific guidelines of three important elements: selling, delivery and trade marketing. These
are a trident of distribution which can lead to an optimal approach of market opportunities.
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