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Abstract 
 
European publishing companies are quickly digitizing their businesses to achieve cost 

savings, and increased market reach and penetration. IT is increasingly affecting the ways 

in which the whole value chain operates. Interaction and collaboration costs have been 

slashed. Physical assets are no longer the cornerstone of competitive success and value 

propositions.  

This situation became more critical mainly due to continuous increase in consumer 

expectations, longer demand chain, conventional mechanism for information flow 

resulting into poor information visibility, and use of traditional demand forecasting 

methods. All above issues increase marketing and distribution costs significantly 

resulting into under performance of firms in the hyper-competitive scenario. Electronic 

markets are still far from reaching a state of maturity resulting in a difficult task to safely 

predict the possible transformation in the distribution system structure in the IT 

environment. This research is an attempt to develop a strategic IT enabled demand chain 

management model for European publishing companies to enhance efficiency for long-

term performance and gaining sustainable competitive advantage. Major results of the 

study are as follow: 

• Brand management is the most important function of marketing for the present 

followed by distribution channel management, advertising, sales promotion, logistics, 

sales administration and management, and demand forecasting and management.  

• Main objectives behind the growing importance of distribution are higher growth and 

long-term performance of business, greater market dominance and coverage, 

sustainable competitive advantage, cost containment, and partnering channel 
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relationships. It is because of the fact that product, price and promotion no more bring 

long-term competitive advantage. Distribution channel strategy is always a well-

structured system, meant for long-term and based on the philosophy of relationships, 

which is very difficult to copy by competitors. 

• Traditionally, advertising was used for brand building and management. But in the 

prevailing new emerging environment, emphasis is more on sales promotion and 

trade promotion instead of advertising. In other words, focus of promotion is more on 

point-of-sale brand building and management.  

• Information technology (IT) further complicates the whole gamut of distribution. It 

provides an additional channel of distribution as well as increases the magnitude of 

competition. It is also a new and powerful information medium for producers, 

wholesalers and retailers to conduct business among each other enhancing 

interactivity, productivity, transaction efficiency, and relationships facilitating firms 

in optimization of resources and containment of total cost. 

• Marketing intermediaries add two types of values namely, logistical and marketing 

values addition. Intermediaries closer to the firm add high logistical value and less 

marketing value. Whereas, intermediaries closer to consumers add high logistical as 

well as marketing values to prevent stock-out.  

• Multi-tier distribution system is prevailing in most of the industrial sectors barring 

publishing industry. In the new environment, there is every possibility of 

transformation in the distribution channel structure. These changes may be in the 

form of disintermediation and/or reintermediation. Disintermediation can be partial or 

complete (cybermediation). Whereas, reintermediation can be in the form of 

infomediary and intermediary empowerment.  

• European publishing firms do not prefer cybermediary for mass marketing. Some 

firms have Internet distribution system but only for niche markets like, institutional 

markets, highly premium products/brands. In the situation of partial 

disintermediation, most of the firms would like to prefer C&F agents in the case of 

publisihing companies. In no case, they have chosen retailers/dealers. The concept of 

infomediary is not prevailing in Europe at present but consumer respondents prefer to 

collect information from the Internet and then physically verify books at stores before 
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making purchase decisions. Hence, there is a bright future of infomediary in Europe. 

Most of the European publishing companies are in the process of integrating their 

demand chain members (C&F agents and stockiest) on the web for their 

empowerment. The overwhelming highlights of this system include containment of 

costs, working methodology, transparency and real-time availability of information 

regarding order-status, shipment schedules, replies of inquiries, credit status, stock-

status, etc. making them feel significant and committed to achieve predetermined 

objectives, team-spirited, and excited about their work. 

• Partnering channel relationships is an important issue of demand chain management. 

It is essential to keep channel members happy, loyal and well motivated for higher 

growth and long-term performance of business. Furthermore, all publishing firms 

under study have integrating by negotiation strategy for resolution of channel 

conflicts.  Altogether 21 factors have been identified for partnering relationships. 

These factors have been grouped in nine key relationship factors (KRF) on the basis 

of nature and characteristics. Accordingly, 5.76 is the maximum value assigned to 

various aspects related to availability of products and minimum value 4.36 given to 

zero-defect delivery. Out of nine factors, two factors (prompt information sharing 

about changes in product profile, sales policy and promotional schemes, and point-to-

point information about order status, shipment/delivery schedule and tracking of 

movement of shipment) are having information components solely. Whereas, the 

efficiency of remaining seven factors can be significantly improved by the extensive 

use of information technology. These factors include quick responsiveness for regular 

availability of products as per normal and unforeseen requirements, no stock-out and 

fulfillment of delivery commitment, consistency in trade related service quality, 

prompt logistics system for recovery from defective delivery, reasonable return on 

investment and infrastructure, fixed and smaller replenishment cycle time, 

commitment for long-term association, and zero-defect delivery.  

 

IT enabled Demand Chain Management Business Model 

On the basis of above results, a new business model has been proposed for demand chain 

management taking into consideration existing issues and challenges in the new 
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environment. Value proposition of the model has been redefined in terms of 

“RESPECT” (Reasonable return, Efficiency, Speed, Economy of Scale, Collaboration, 

and Trust). For the fulfillment of above value proposition, the requirement of information 

will be comprehensive and its speedy flow across the demand chain, which also needs 

interface with firm’s ERP and SCM systems. Hence, proposed business model is an IT 

enabled demand chain management. The highlights of this model are hyper-responsive, 

partnering relationships, shared value and knowledge, and value-added service. This 

model also addresses the scope of disintermediation and reintermediation, prevention of 

unnecessary stockpiles across the demand chain, and cost reduction. The proposed IT 

enabled demand chain management solutions are based on certain underlying 

philosophical principles. It includes minimize the number of layers, adopt pull based push 

strategy, provide a common view of demand, have business intelligence for optimization, 

develop multiple supply network, continuous replenishment in small quantity, and 

information transparency and visibility across the demand chain. 

The proposed model is being validated for its feasibility, scope for use and successful 

implementation in the European publishing sector. On the basis of opinion of experts (top 

corporate executives heading distribution function), various strategic initiatives have been 

proposed for successful implementation of new demand chain management system. It 

includes collaborative planning and scheduling, training and education to demand chain 

members, demand chain partnering relationships, pro-active demand-driven breakthrough 

culture, vendor managed inventory system, and customer portfolio management. It is 

uniquely hyper-responsive linkage between major demand chain partners. To transcend 

this, however, it requires a broad understanding of marketing and distribution, sharing of 

information between parties and the development of personal rapport between mangers at 

a number of levels in all organizations of demand chain for real time quick response. 

Information technology can support internal operations and collaboration between 

demand chain members. By the use of high-speed data networks and databases, firms can 

share data with its business partners to better manage the whole value chain. That is why, 

the effective use of this technology is a key aspect of firm’s success. All information 

systems are composed of technology that performs three main functions namely, data 

capture and communication, data storage and retrieval, and data manipulation and 
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reporting. Various IT enabled managerial processes have been proposed for the 

optimization of the value of the new model. It include order management, demand 

planning and forecasting system, inventory management system, transportation planning 

and scheduling system, leveraging relationship system, advance planning and scheduling 

system, ERP system, and SCM system.  

For the evaluation and control purposes, a performance scorecard has also been proposed 

addressing various strategic and functional aspects. Strategic factors include return on 

assets to firm, return to channel members, order/replenishment cycle time, demand 

forecast accuracy, profit margin, on-time shipment, inventory turns, cash conversion 

cycle, sales growth, and marketing and distribution costs. Functional factors deal with 

frequency of stock-out, defective delivery, real-time information sharing and quality of 

decision, transparency of system, shared value and customer loyalty, frequency of 

channel conflict, effectiveness of promotional policies, collaborative planning, 

scheduling and innovation, resource pooling and risk sharing, and customer support for 

excellence. 
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CHAPTER-1 
 

OVERVIEW OF STRATETIC DEMAND CHAIN 
MANAGEMENT 

 
1.1 Introduction 
 
It is the gift of the last decade of the 20th century that most of the economies of the world 

are zooming towards market orientation. Rapid innovations in the field of science and 

technology, especially information and communication technologies along with heavy 

industrialization as a consequence of liberalization policy of almost all economies of the 

world have transformed world market in a global village. All these have forced 

publishing companies to perform in a highly competitive environment. Competitive 

advantages have become competitive necessities, which need the changing response of 

business organizations. The traditional marketing approach adopted by the publishing 

companies has evolved from product-led marketing philosophy to ‘customer centricity’. 

In such a scenario, quite obviously, consumers became very selective and their 

expectations are not only changing but in fact, increasing in terms of product quality, 

price, ready-delivery, after-sales-service, value-for-money, etc, while making purchase 

decision. The underlying motivation for changes in customer expectations is a shift in the 

consumer perspective of value which has moved away from a combination of benefits 

dominated by price towards a range of benefits in which price, for some customer 

segments, has little impact. Value is assumed to be the benefits received from a product 

choice less their costs of acquisition. In such perplexes, publishing companies are facing 

mounting pressure to adapt changing and increasing need and expectation of consumers 

on a continuous basis. Therefore, they are putting their best efforts to woo consumers by 

way of presenting best quality product at least price as and when desired for gaining 

sustainable competitive advantage in the marketplace. For this purpose, it is only the 

market orientation and customer focus that makes a difference. That is why, publishing 

companies are increasing product and augmented value portfolios to influence purchase 

decision for differentiating themselves from others. For such a bundle of offerings, 
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publishing companies are becoming more dependent on their distribution channel 

members.  

 

Definitions of concepts 

The terminology used when describing media and media products, is often imprecise and 

continuously evolving. Above all, the words media and medium are used with a number 

of different meanings describing different things. They have reference to a group of 

essentially contested concepts – concepts that have multiple definitions, but still are 

understandable and usable within their context [Gallie, 1964]. 

 

In the literature, there are a number of different definitions of media. Rosenqvist 

[Rosenqvist, 2000] defines media as “…published content, in any form, format and 

combination of text images, graphics, sound, video; through any type and/or combination 

of distribution channels; with a specific communication purpose for one or many media 

consumers. Hvitfelt et al [Hvitfelt et al, 2001] says that »a specific medium is made up of 

(…) one or more services containing one or more products distributed via a channel to a 

device.” By this definition, examples of services are newspapers, magazines, radio and 

television channels. Examples of products are news, entertainment and advertisements, 

whereas print and distribution, radio and television networks and the Internet can 

represent channels. Examples of devices are television and radio receivers and cd-rom 

players. These definitions refer to medium and media as tools for the distribution of 

information.  

 

Yet, other definitions of media can be found, where the terms refer to storage of 

information or the physical connections between computers, as well as information 

distribution. Examples of this are the e-commerce-guide.com [e-comm.webopedia.com, 

2001], which defines media as: (1) Objects on which data can be stored. These include 

hard disks, floppy disks, cd-roms, and tapes. (2) In computer networks, media refers to 

the cables linking workstations together. There are many different types of transmission 

media, the most popular being twisted-pair wire (normal electrical wire), coaxial cable 

(the type of cable used for cable television), and fiber optic cable (cables made out of 
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glass). (3) The form and technology used to communicate information. Multimedia 

presentations, for example, combine sound, pictures, and videos, all of which are 

different types of media. and Night Flight Studios [Night Flight Studios, 2001]: »Hard 

disks, floppy disks and dat (digital audio tape) are magnetic media (…) cd-roms 

(Compact Disc, Read Only Memory), and dvds (Digital Video Disk), are optic readable 

media. 

 

( Extract from Kristina Sabelström Möller,  Doctor of Technology thesis on Information 

categories and editorial processes in multiple channel publishing,  Universitetsservice us 

ab, Stockholm, Sweden. March 2001, kth, Royal Institute of Technology,  Stockholm, 

Sweden.) 

 

Throughout this thesis, the author has to make use of a common nomenclature in 

describing concepts connected with the terms medium and media used in every day 

speech. The author has also as far as possible tried not to use the words media and 

medium, other than when discussing well-known or commonly used expressions, such as 

the media industry and media companies. In the context of this thesis, whenever a 

reference is made to the media companies, it is referred to book publishing companies 

both in the print media as well the digital media. Hence, the book publishing industry is 

made up of children, scientific and special interest publications. 

 

1.2 Changing Landscape of Business Environment 
Accelerating technological changes, heightened marketplace demand, more aggressive 

global competition, and shifts in the workforce and population demographics are 

affecting the whole environment of business in which publishing companies are 

functioning. Specially, globalization and information technologies are two major drivers 

of the new and emerging business scenario in terms of opportunities and threats. Many 

publishing companies are quickly digitizing their businesses to achieve cost savings and 

increased market reach and penetration. IT is increasingly affecting the ways in which the 

whole value chain operates. Interaction and collaboration costs have been slashed. 
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Physical assets are no longer the cornerstone of competitive success and value 

propositions.  

 

The information technology (especially the Internet) and globalization have combined to 

create a new emerging environment of business where customers are scarce, not products. 

Demand, not supply, is the problem. Today’s major economic problem is over-capacity 

in most of the publishing companies. It leads to hyper-competition, with too many goods 

chasing too few customers. And most of goods and services lack differentiation (Kotler 

et. al., 2002). In this scenario, traditional “make-and-store” and/or “make-and-sale” 

marketing model of selling existing goods is not going to work. Marketers need a “sense-

and-respond” mind-set to get more involved in deciding what goods to sale out. Today’s 

publishing businesses must strive to satisfy customers’ needs in the most convenient way, 

minimizing the time and energy that customers spend in searching for, ordering, and 

receiving goods and services. Publishing businesses must make better use of their 

collaborators if they hope to ensure that their customers’ needs are fulfilled more 

satisfactorily and more cost effectively. 

 

Publishing businesses need to shift from focusing on their product portfolios to customer 

portfolios. Today’s marketing is increasingly about relationship management. Firms need 

skills in measuring customer profitability and customer lifetime value, in up-selling and 

cross-selling, and in data mining customer databases and customizing messages and 

offering.  

 

1.2 Problem Definition 
 

The book publishing industry is characterized by buyers who have knowledge of the 

industry i.e the knowledge keepers and the buyers who do not have sufficient knowledge 

of the industry i.e the knowledge seekers. The suppliers are concerned with the shift of 

the preferences of the traditional users of offline print media like the professors to the use 

of online media and the expected return on investments in the event of such an endeavor. 
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The key parameters for online print media are that it needs team work and team spirit, the 

need for developing a unique product and an idea which cannot be replicated so easily by 

the competitors and the delivery of these products through proper distribution channels. 

Forecasting in case of the online print media often does not result in accurate forecasts. 

 

The open source model of publishing poses a threat to publishers world-wide like the 

Wikipedia which allows multiple people to simultaneously host and edit materials on the 

internet online. The open source model may not be beneficial to authors in the developing 

countries as they have less access to funds and digital resources. The role of the library 

would become more important in the coming years and the librarians would serve as a 

one-stop resource person responsible for integrating resources and synergizing their 

delivery mechanism with the publishers. 

 

Some common pitfalls identified by Lee (2002) are as follow:   

• Single approach for demand forecasting is not reliable.  

• Data cleaning is performed perfunctorily, and differentiation between systematic and 

random change is not handled rigorously. Point of sale (POS) data is the demand data 

retailers typically use to drive replenishment. Unfortunately, promotional activities, 

entry errors, unusual customer returns, incorrect returns processing, system glitches, 

item markdowns, and external shocks to the retail operation (such as terrorist attack 

or a natural disaster) distort the demand signal from POS data resulting into demand 

forecasts errors. 

• The number of computations rises significantly as demand chain moves from 

manufacturer to retailer, and the number of distribution points and retail outlets 

rapidly increases. Unfortunately, major consideration has not been given to 

computational efficiency and speed. 

• The replenishment methodology is simplistic or is same for all SKUs. The logic for 

determining when and how much to order depends on SKU characteristics like 

demand velocity (slow versus regular movers); stage of life cycle; and temporary 

impacts on demand, such as promotional events. These characteristics influence the 

amount of safety stock, the frequency of inventory status reviews, the forecast update 
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cycle, and the order postponement decision. In such situations, static replenishment 

methodology will not serve the purposes. Additional factors that replenishment 

strategies tend to ignore are the criticality of a product to the business and availability 

of a recovery mechanism in emergency shortage situations. 

• The bullwhip effect is ignored or is tackled incorrectly. The bullwhip effect is the 

distortion of demand information as it is transmitted up the demand chain. This 

distortion shows up as increasingly greater demand variation between trading partners 

as the demand signal moves further away from the customer. The increased variation 

leads to many undesirable results in the demand chain, including excessive safety 

stock inventories, poorer forecast projections, inefficient use of capacities, higher 

operational costs, and lower customer service. 

• Time-phased forecasts for demands and lead times are inadequately calculated and 

utilized. 

According to Kotler (2003), even the term supply chain can be criticized for taking make-

and sell view of the business. He suggested that raw materials, production inputs, and 

factory capacity should serve as the starting point for market planning. A better term 

would be demand chain because it suggests a “sense-and-respond” view of the market. 

The planning starting point would be a customer segment with certain needs, to reach the 

company responds by organizing resources. Vollmann and Cordon (1998) said that one 

of the most promising avenues for improving competitive ness today is supply chain 

management – or more appropriately “demand chain management.” The difference is in 

terminology reflects a radical change in the way many companies wants to operate today 

who see the supply chain as primarily concerned with improved purchasing, usually 

through applying muscle power to the suppliers. Demand chain management starts with 

the customers, working backward through the entire chain, to the suppliers of the 

suppliers. The objective is to create synergy in the overall chain to achieve larger benefits 

than are possible by each entity in the chain acting independently. Walters (2002) argued 

that typically, the supply chain is coordinated by manufacturing companies or dominant 

resellers who use in-house manufacturing and distribution facilities to achieve market-

based objectives such as market share and customer penetration. Demand chain 

management shifts the emphasis towards ‘customization’, directing product and service 
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offers towards specific customers or customer groups sharing particular characteristics. 

The preference is to outsource rather than own the functions and processes that facilitate 

and deliver value. Focus is on asset leverage and communication through distributed 

assets and outsourcing. There is a large incentive to integrate supply and demand chains- 

it provides new opportunities for creating market value. Working together results in more 

specific and manageable value propositions and increases the returns to the value-chain 

participants. There is an interdependent relationship between supply and demand chains: 

companies need to understand customer demand so that they can manage it, create future 

demand and, of course, meet the level of desired customer satisfaction. Demand defines 

the supply-chain target, while supply-side capabilities support, shape and sustain demand. 

According to Chase (2001), the most recognizable part of the value chain today is the 

supply chain, which has become an accepted model of how companies reach outside of 

their organization to form partnerships with suppliers in order to streamline production 

timeframes and reduce production costs. Whereas, the demand chain begins with your 

customers, then funnels through any resellers, distributors, and other business partners 

who help sell your company’s products and services. Hence, the value chain of any 

business has two most recognizable parts namely, supply chain and demand chain. It has 

become an accepted model of how companies reach outside of their organization to form 

partnerships with various supply chain and demand chain members in cost efficient way. 

Pro-active and effective organizations work together to identify core processes across the 

demand and supply chains. They explore the implications of locating these core processes 

within specialist, partnership organizations. These have prompted many to shift from 

supply-side strategies that emphasize cost reduction to demand-side strategies that search 

for new ways to build revenues, add value, and connect better with customers (Wayland 

and Cole, 1997). Furthermore, Deloitte and Touche (2003) argue that the supply side of 

retailing has been full of innovations and success stories, the demand side leaves much to 

be desired with very few initiatives being taken in this area. Demand chain management 

can impact enterprise value in many ways. Hence, there is tremendous scope for demand 

chain management strategically, which will be influencing the overall financial health of 

the enterprise.  
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Thus, in the customer-centric marketplace, the focus of demand chain management is on 

movement of finished goods from last production point to the end-users through the 

network of internal and external organizations or units. Hence, the emphasis of demand 

chain is more on optimization of distribution-related functions of marketing and its 

coordination with other value addition processes of value chain. While addressing 

distribution function in the demand chain perspective, one needs to have an in-depth 

study and analyses of emerging issues in distribution management, functions of 

marketing intermediaries, distribution channel structure and partnering channel 

relationships. 

 

The two major issues that this research study wishes to address are: 

1. How to create two different channels for offline and online media structure and roles of 

different firms in offline and online distribution channel. So, this study would aim at 

finding out the possible structures and roles of online and offline distribution channel. 

2. There are different distribution channels and they are often complimentary to each 

other.  The consumer wants to access the different distribution channels. This research 

study would explore as to how the different modes of distribution can be complimentary 

to each other. 

 

1.4 Research Objectives 
While addressing above problem statements, following objectives of the research project 

were defined in terms of primary and associated objectives:  

Primary Objective 

The primary objective of the research project is  

“To analyze the changes in the distribution channels of the European 

publishing companies when going from off-line to on-line” 

Associated Objective 

In order to achieve the primary objective, following associated objectives were 
formulated:  
1. To analyze the present status of distribution in the marketing mix for publishing 

products in the face of new environment. 
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[This will enable to identify key dimensions of distribution functions for higher 

growth and long-term performance of business, and sustainable competitive 

advantage.]  

2. To locate various functions of marketing intermediaries in the era of new 

environment, and make predictions about how these intermediaries of publishing 

based media companies will evolve in the marketplace dominated by information 

technology. 

[This associated objective will determine the role of various intermediaries for 

optimization of demand chain resources.] 

3. To determine the present status of distribution channel structure and the extent of 

disintermediation and reintermediation on the basis of various decision variables and 

value addition made by demand chain members for various publishing based media 

categories. 

[This will facilitate in the restructuring of the demand chain to make it smaller and 

hyper-responsive.] 

4. To identify key factors of partnering demand chain relationships explore the scope of 

information technology for development and maintenance of it. 

[This will enable to identify key factors for development and maintenance of partnering 
demand chain relationships for gaining sustainable competitive advantage.] 
 
This thesis will aim to study the different changes for the roles of the different publishing 

companies w.r.t the following parameters viz, 

1. Changes in technology 

2. Changes in different firms 

3. Changes in delivery / customer service 

4. Changes in distribution channel 

 

1.5 Scope of the Research 
Universe of the publishing products and publishing houses including children books, 

scientific and technical journals, text books, novels etc. Above publishing sectors have 

their own requirements so far as demand chain management is concerned. That is why, 

different publishing sectors have different structure of demand chain. For instance, even 
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though there is no generalization of the system, publishing sector has largest demand 

chain including many internal and external intermediaries. While determining the scope 

of the study, the researcher was looking for a comprehensive dimension. That is why, 

publishing companies have been specifically chosen for the purpose study due to 

following facts: 

• In Europe, these publishing companies have different demand chain structures  

• The competition in these publishing companies has become highly global in nature. 

• The publishing companies are known as early adopters of information technology for 

enhancement of efficiency and productivity.  

• Consumers’ opinion on various issues could be obtained more accurately because of 

their frequent and direct exposure with these publishing companies.  

• In addition, collection of data from these publishing companies was more convenient 

to the researcher due to relatively higher degree of awareness. 

 
1.6 Motivation to the Study 
 
On the basis of above discussions, it has been clear that in the new emerging business 

environment, value chain management is the main area of concern to keep firm ahead of 

competition. Supply and Demand chains management are strategic tools, which are used 

by pro-active corporate enterprises for gaining sustainable competitive advantage during 

these days. In this regard, Deloitte and Touche (2003) argued that all supply chain 

innovations in retailing, have led to a productivity loop which started with cutting costs, 

in turn led to a reduction in prices and an increase in the market share.  

It has further been discussed that there are so many challenges imposed by global and 

electronic environment on corporate world. In the customer-centric marketplace, the need 

of the hour is to ensure maximum value to customers. In this endeavor, firms need to 

manage its demand chain strategically for optimizing distribution-related functions of 

marketing and its coordination with other value addition processes of value chain. That is 

why, Kotler (2003) argued that even the term supply chain can be criticized for taking 

make-and sell view of the business. Raw materials, production inputs, and factory 

capacity should serve as the starting point for market planning. A better term would be 

demand chain because it suggests a “sense-and-respond” view of the market. The 
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planning starting point would be a customer segment with certain needs, to reach the 

company responds by organizing resources.  

 

Hence, there is tremendous scope for demand chain management strategically. The issues 

highlighted above tempted the researcher to have an in-depth insight into the various 

dimensions of the demand chain management so that more strategic attention can be 

given for sustainable competitive advantage and long-term performance of the business. 

An investigation into these issues need an extensive research exercise and therefore, 

provides the motivation to this study. 

 

1.7 Limitations of the Thesis 
 
Since the selection of publishing companies to be studied is limited, the conclusions 

derived and presented in this thesis might not be valid for all book publishing and media 

companies throughout the world. 

 

1.8 Scope of the Thesis 
Various dimensions of this research work would be structured in the following manner: 

Chapter 2 spells out different facets of the problem domain on the basis of an extensive 

literature survey. It also highlights various issues and challenges associated with the 

demand chain management and determine an overview of the various components of it. 

Chapter 3 outlines the approach for the conduct of the whole research work describing 

scope, research design, research instruments, respondents’ characteristics, sample 

planning and data collection methods, hypotheses formulation, data analysis tools and 

techniques, and period of study.  

Chapter 4 highlights the present status of distribution in the overall marketing mix 

strategy of the European publishing companies in print media. It also examines the 

changing format of promotion leading towards shift from pull to push strategy in hyper-

competitive scenario. It further explores the possibility of change in pull-push strategy in 

the IT environment. 



22

In Chapter 5, there is an extensive analysis of possible changes in the conventional 

distribution channel structure in the information technology age. Thereafter, a strategic 

framework is developed for the adoption of various IT enabled distribution systems 

suitable for various publishing product categories in offline print media and digital online 

media products in particular.   

In Chapter 7, a new IT enabled demand chain management model is proposed taking into 

account various issues and challenges identified all earlier chapters. Accordingly, a new 

value proposition is defined strategically. Thereafter, it highlights economics of the 

model, underlying principles, IT enabled demand chain system, possible information 

flows across the value chain, measures for partnering demand chain relationships, road 

map for successful implementation of new model, and performance scorecard for self-

diagnostic, evaluation and control.   

Chapter 8 highlights the possible quantitative and qualitative gains to publishing 

companies both in the offline print as well as digital media on implementation of new 

demand chain management model. At the end, it also spells out the limitations of the 

study providing scope for further researches in this field.   
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CHAPTER-2 

 
 

LITERATURE SURVEY 
 
2.1 Introduction 
 
A supply chain is all the assets, information, and processes that provide supply. A 

demand chain is all assets, information, and processes that define demand. A value chain 

is a joining of the two for mutual benefits….… new business techniques are replacing 

traditional ways of managing assets and information in the supply chain… inventory 

management has moved from simply exchanging data between companies to integration 

(where information systems are tied together), and on to collaboration (where entire 

organizations are tied together)…..… the supply chain is becoming more of a value chain 

(Walters, 2002). Running faster by downsizing, reengineering, reducing product cycle 

time, and applying vigorous supply chain management has left firms leaner and meaner 

but little improved in terms of growth and profitability. This has prompted many to shift 

from supply-side strategies that emphasize cost reduction to demand-side strategies that 

search for new ways to build revenues, ad value, and connect better with customers 

(Wayland and Cole, 1997). Vollmann and Cordon (1998) said that one of the most 

promising avenues for improving competitiveness today is supply chain management – or 

more appropriately “demand chain management.” The difference is in terminology 

reflects a radical change in the way many companies wants to operate today who see the 

supply chain as primarily concerned with improved purchasing, usually through applying 

muscle power to the suppliers. Demand chain management starts with the customers, 

working backward through the entire chain, to the suppliers of the suppliers. The 

objective is to create synergy in the overall chain to achieve larger benefits than are 

possible by each entity in the chain acting independently. 

 
It has been seen in the Chapter-1 that there is metamorphic and dramatic change in the 

business environment especially due to two major reasons. Firstly, liberalization of 
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almost all economies of the world resulting into global competitive marketplace and 

secondly, rapid innovations in the field of information and communication technologies. 

These environmental factors have offered new opportunities and imposed fresh set of 

challenges to corporate world. In such a scenario, corporate enterprises have been 

compelled to redefine their business game plans to survive and grow because there is 

major shift in the success factors in this new environment one as shown in the Table-2.1. 

Success Factors in Old Economy Success Factors in New Economy 

• Meeting Customer Expectation 
• Customer Satisfaction 
• Selling Price = Costs + Profit 
• Push Strategy 
• Consolidation by vertical integration 
• Make-and- stock and/or Make-and-

sell 
• Brand Building Through Advertising 
 
• Arm’s Length and Sequential 
• Standardization 
• Static Pricing 
• Supply Chain Management 
• Information-centric Decisions 
 
• Competitive Advantage 

 
• Just-In-Time 
• Intermittent Replenishment in large 

quantity 
• Low marketing and distribution cost 
• Inventory 
• Analog 
• Size  
 

• Exceeding Customer Expectation 
• Customer Life Time Value 
• Profit = Selling Price – Cost 
• Pull-based Push Strategy 
• Outsourcing 
• Sense-and-respond 

 
• Brand Building Through 

Performance 
• Collaborative and Systematic 
• Customization 
• Dynamic pricing 
• Demand Chain Management 
• Intelligence and knowledge-centric 

decision 
• Sustainable Competitive Advantage 
 
• Quick Response 
• Continuous Replenishment in small 

quantity 
• High marketing and distribution cost 
• Information 
• Digital 
• Speed 
 

Table-2.1: Success Factors in Old and New Business Environment 

 
The information medium is defined as a specific, easily recognisable form of information 

product or service, a publication with an explicitly or implicitly defined form, content and 

purpose. Thus, a printed and distributed book is considered a medium. The most 

important and commonly used expression in this thesis is publishing channel. The 

publishing channel is an information carrier or infrastructure used for the distribution of 

information to an end user. Examples of publishing channels are print on paper, the web 
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and wap. Interactive publishing channels, such as the web, also include a return channel, 

enabling the end user to respond to the published content. (Kristina Sabelström Möller,  

Doctor of Technology thesis on Information categories and editorial processes in multiple 

channel publishing,  Universitetsservice us ab, Stockholm, Sweden. March 2001, kth, 

Royal Institute of Technology,  Stockholm, Sweden.) .  

 

For book publishing companies, which publish content on more than one channel, the 

meaning of edition is changed and widened. The terminology describing publishing in the 

upcoming electronic channels and the convergence of different book publishing 

companies and products have developed during the years, as has the industry and the 

behaviour of the users. Multiple channel publishing seems to be the more preferred 

expression today [vtt, 2001; Northrup 2001b]. 

 

2.2 Value Chain Management: Meaning and Concept 
The business world has come to refer to networks of companies, business partners, and 

affiliates as “chains.”  Michael E. Porter of the Harvard Business School first established 

the term “value chain” to describe the range of inter-linked activities that a business uses 

to make and sell its goods and services. According to him (1985), the process or activities 

by which a firm delivers value to its customers can be referred to as the firm internal 

value chain, which is shown in the Figure-1.1. 

 

 

 

 

 

 

 

 
Figure-1.1: The Internal Value Chain 
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Value chain analysis makes a distinction between primary and supportive activities. 

Primary activities contribute directly to getting goods and services to the customer 

including inbound logistics, manufacturing and operation, marketing and sales 

management, and after-sales service. Whereas, support activities provide the inputs and 

infrastructure that facilitate primary activities to take place. It includes procurement, 

information and other technology development (product and process R&D), human 

resource management, accounting and finance, and corporate administration and 

infrastructure. Value chain analysis concerns the input and output of economic resources 

into a chain of value-adding business process or activities. The result of these business 

processes is value delivered to customers, and the margin, or “value”, is the difference 

between what customers are willing to pay and the cost of producing the value (Fingar 

and Aronica, 2001). 

Generic core processes of the value chain include design and development, production, 

procurement, logistics, marketing, and service. These processes are vital to manage the 

‘stocks and flows’ of products, materials and components, and information throughout 

the value chain. For sustainable competitive advantage in the global competitive scenario, 

it is essential to increase customer value in cost efficient manner. Value chain 

management (VCM) ensures superior customer value for competitive advantage by best 

services at minimum costs and maximization of value and related information within the 

complete chain. The flow analysis of VCM starts with vendors and ends at consumers 

via, shipper (inbound transporters), producer (manufacturer), outbound transporter, 

distribution warehouses, transportation from there to customers (marketing 

intermediaries) and finally to end user  (consumer). Flow of goods and value are in 

forward direction for greater market dominance, flow of cash is in backward direction for 

keeping total business system alive, whereas the flow of information is in both directions 

for activation and improvement of total supply chain system (Agrawal, 2001). 

 

2.3 Demand Chain Management 
 

Demand chain begins with the company, the dynamic network of company’s customers; 

customers’ customers and direct and indirect marketing, sales and service providers who 
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facilitates the firm with the capability to get, keep, and grow profitable lifetime 

relationships better, and faster. Hence, there is major transformation in business 

philosophy and strategies in last two decades from value chain to supply chain to demand 

chain as shown in the Figure-1.2.  

                    

 

 

 

 

Figure-1.2: Transformation in Business Philosophy in last two decades 

 

In the opinion of Inforte Corporation (2001), “Demand Chain Management (DCM) 

encompasses the end-to-end, demand-driven processes and systems that manage 

organizational activities. As a result, DCM is fundamentally based on responsiveness to 

market demand- and in subsequently responding decisively and correctly to this forecast- 

can create a substantial strategic advantage over the competition.” Lee (2002) defined 

demand chain as “a network of trading partners that extends from manufacturers to end 

consumers. The partners exchange information, and finished goods flow through the 

network’s physical infrastructure. The physical facilities include manufacturers’ 

warehouses, wholesalers’ distribution centers, retail chains’ warehouses, and retail 

outlets. A demand chain can include multiple business enterprises. As product flows 

through the network, the partners incur costs-but they also enjoy revenue, as product 

changes ownership between business enterprises.” According to Chase (2001), demand 

chain begins with your customers, then funnels through any resellers, distributors, and 

other business partners who help sell your company’s products and services. It includes a 

dynamic network of company’s customers; customers’ customers and direct and indirect 

marketing, sales and service providers who facilitates the firm with the capability to get, 

keep, and grow profitable lifetime relationships better, and faster. 

Hence, the business decisions that drive strategic demand chain management are 

ultimately made at the Stock-Keeping Units (SKU) level. A SKU is a specific product at 

a specific location. In the demand chain, there is every possibility that some locations of  

SKUs are owned by the firm itself like, central warehouse, regional distribution center, 

Value Chain- Mid 1980s’ 
 
- Maximization of  
  economic value 
- Competitive advantage 

Supply Chain-1990s’ 
 
- Make-and-stock and/or    
  Make-and-sale 
- Supply-side optimization 
- Cost Reduction

Demand Chain-2000s’

- Sense-and-respond 
- Demand-side customization 
- Sustainable competitive advantage   
  and long-term performance 
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and/or depot (may be called as internal marketing intermediaries). Whereas, there are 

independent SKUs like, C&F agent, wholesaler/distributor, retailer, and/or retail chain 

stores (may be called as external marketing intermediaries) as shown in the Figure-1.3.  

 

 

 

 
Figure-1.3: Demand Chain Management 

Thus, in the customer-centric marketplace, the focus of demand chain management is on 

movement of finished goods from last production point to the end-users through the 

network of internal and external organizations or units. In other words, the emphasis of 

demand chain is more on optimization of distribution-related functions of marketing and 

its coordination with other value addition processes of value chain. While addressing 

distribution function in the demand chain perspective, one needs to have an in-depth 

study and analysis of emerging issues in the distribution management, functions of 

marketing intermediaries, distribution channel structure and partnering channel 

relationships.  

 

2.3.1 Present Status of Distribution in Marketing Mix  
McCarthy has defined marketing mix as 4 P’s- Product, Price, Promotion and Place 

(distribution). Companies focused and invented on the first three P’s while ‘Place’ has 

been treated as the routine system for product distribution, which cannot be made 

efficient. That is why, while writing in the April 1962 issue of Fortune magazine, Peter 

Drucker, the well-known management guru, compared distribution to ‘the dark 

continent’. That was thirty years ago and I find, in my discussions with companies in 

Europe, that this is still the case in many businesses, especially at top levels of 

management. Many top managers delegate the responsibility for distribution; their lack of 

appreciation and control of the distribution function and marketing channels causes 

problems for their companies in the long run (Iyer, 1992). Even though issues associated 

with distribution have become central to the growth and well being of firms, industries, 

Supply Chain  Demand Chain  
 
  Vendors            Manufacturer C&F Agents Wholesalers        Retailers        Consumers
   
    Value Chain 
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and society in general, the education and research activities devoted to this ‘place’ 

element of the marketing mix are sparse.  

 

2.3.2 Functions of Marketing Intermediaries  
According to Kotler (2003), there are nine generic functions which marketing channels 

are required to perform namely, information, promotion, negotiation, ordering, financing, 

risk-sharing, physical possession, payment and title. Stanton et al, (1994) discussed 

functions of marketing intermediary in two broad categories, namely purchasing agents 

for buyers and sales specialists for producers. Purchasing agents for buyers include 

anticipate wants, subdivide large quantities of a product, stores products, transport 

products, creates assortments, provide financing, makes products readily available, 

guarantees products and shares risks. Whereas, sales specialist for producers include 

provide market information, interprets consumers’ wants, promotes producers’ products, 

create assortments, stores products, negotiates with customers, provides financing, owns 

products and shares risks. According to Palvia and Vemuri (1999), industry and product 

characteristics determine the number, functions, and roles of middlemen. Middlemen 

provide the following functions and services in affecting a trade: communication, 

coordination and exchange costs, warehousing and distribution, financing and risk 

sharing, and product promotions. As per Beckman and Davidson (1997), marketing 

functions of intermediaries can be grouped into three major categories: the exchange 

functions, the logistics functions, and the facilitating functions. According to Agrawal et 

al., (2000), there has been significant increase in the portfolio of channel functions in the 

global competitive scenario because of following points of fact: 

• Qualitative results of marketing largely depend on the effective use of dealer 

networks as final deal is swung by their push efforts; 

• Marketing acumen of intermediaries are required to be exploited in order to bring 

unbeatable competitive effectiveness; and  

• As channel members are having final interface with consumers for ultimate deal, 

there is a clear shift of power away from producers to their channel members who 

contribute significantly in brand building apart from conventional functions of 

generating form, possession, time, and place utility along with demand stimulation. 
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According to Stern, et al., (1996), in order to achieve a more dynamic view of how 

electronic channel members can perform marketing functions, one has to understand that 

when channel members perform marketing functions, “flows” are generated. In essence, 

marketing flows are more dynamic than marketing functions as per se since they indicate 

the direction and ease of movement of specific activities between intermediaries within a 

given distribution channel. There are at least eight marketing flows, such as product flow, 

title flow, promotion, negotiation, financing, risking, ordering and payment flows. When 

a marketing channel has been developed, a series of flows emerges. These flows provide 

the links that tie channel members and other agencies together in the distribution of goods 

and services (Vaile, et al., 1952). From the standpoints of channel strategy and 

management, the most important flows are product flow, negotiation flow, ownership 

flow, information flow, and promotion flow (Rosenbloom, 1999). According to Kotler 

(2003), a marketing channel performs the work of moving goods from producers to 

consumers. It overcomes the time, place, and possession gaps that separate goods and 

services from those who need or want them.  

Some functions (physical, title, promotion) constitute a forward flow of the activities 

from the company to the customer; other functions (ordering, and payment) constitute a 

backward flow from customers to the company. Still others (information, negotiation, 

finance, and risk-taking) occur in both directions. According to Stern et al. (1996), some 

of the above flows have important information components and their efficiency can be 

improved when performed by electronic channel members over the Internet. More 

specifically, these flows are title transfer, promotion, negotiation, risking, ordering, and 

payment. Even if, information technology can improve their efficiency, the remaining 

flows can be performed as efficiently by electronic intermediaries as in traditional 

distribution channel (financing); for that matter performed by more traditional 

distribution channels (physical possession flow for physical goods). Giaglis, et al., (2001) 

find that early research in electronic markets suggested that decreased transaction costs in 

electronic markets would lead to the reduction or even extinction of traditional 

intermediaries from electronic value chains. While certain types of intermediaries in 

certain markets may indeed face difficulties for survival. Increasing search costs that 

accompany the proliferation of information infrastructures can provide new opportunities 
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for intermediaries. Similarly, sellers at low cost, thus leaving opportunities for 

intermediation in electronic markets cannot absorb some intermediary functions. The 

future of intermediaries in such markets will depend not only on the type of the market, 

but also on the function that an intermediary serves.   

2.3.3 Distribution Channel Structure  
As per one recent study conducted by the Confederation of European Industry , in 

Europe, distribution systems are very complex. In fact, because of the systems being 

complex in nature, diversified market behavior, distance, and different cultural profile, it 

is very difficult for a company to adopt set norms on distribution systems. Therefore, 

depending upon the company’s objectives, marketing objectives and the type of 

marketing environment, many European firms have adopted different distribution 

systems to suit to their requirements. Normally, industrial market companies selling 

heavy machinery have settled for company to customer route directly. Whereas, in the 

consumer goods/service industry, various types of distribution systems have been 

adopted by different industrial sectors in general and different individual company in 

particular. However, in view of the complexities of the systems, Table-2.2 depicts 

different distribution systems adopted by different industrial sectors to a greater extent. 

 
S. 

No. 
Distribution System Industrial Sectors 

1 Company > Customer Capital intensive industrial products, Value-
added service, and digital product , E-books, 
reports 

2 Company  > C&F > Stockiest > Retailers > 
Customers 

FMCG, Consumer durable, Fertilizer, 
Pharmaceutical, Cement, paint, Branded Food, 
etc. 

3 Company  > CA > Wholesaler > Retailers > 
Customer 

Food grain, Textiles & Garments, Technical & 
Scientific books, Journals 

4 Company  > Depot > Stockiest > Retailers > 
Customers 

FMCG, Consumer durable, Fertilizer, 
Pharmaceutical, Cement, paint, Branded Food, 
etc. 

5 Company  > Wholesaler > Retailers > 
Customer 

Food grain, Textiles & Garments, FMCG, 
consumer durable, etc. 

6 Company > Dealer > Customer Automobile, Consumer Durable, Branded 
Textile & Garments, Computer, Business 
Products 

7 Company > Own Retail Outlet / Franchised 
Show-room > Customer 

Consumer Durable, Standard Service Products, 
Automobile, Standard Digital Products  

8 Company  > Distributor > Wholesaler > 
Retailers > Customer 

FMCG, Consumer durable, Fertilizer, 
Pharmaceutical, Cement, paint, Branded Food, 
Novels, Fiction and Non-fiction based books 
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9 Company > Authorized Representative  > 
Commission Agent > Customer 

Standard Service Products, Books (non-
technical and children) 

10 Company > Direct Sales Associate > 
Customer 

Standard Service Products 

       Table-2.2: Distribution Systems and its Adoption by Various Industrial Sectors 

 

Study further concluded that 23 per cent of European companies are following the 

combinations of various distribution systems. Distribution through C&F is a most popular 

mode in Europe with 24 per cent companies adopting this system. Depot management 

systems or distributing through distributors are now being phased out in Europe. It is 

quite possible because of  

• Running a depot or a distributor or appointing distributor is costly. 

• The manpower requirement in running the depot eats away the profit and also creates 

union problem. 

European companies utilize Company > Depot > Stockiest > Retailer > Customer format 

of distribution in Europe by 14 per cent. Thus, there are three most appreciated network, 

which are vaguely used in Europe as exhibited in Table-2.3 

 

 Distribution System % Adopting 
1 Company > Customer 20 

2 Company > C&F > Stockiest > Retailer > Customer  24 

3 Company > Depot > Stockiest > Retailer > Customer 14 

4 Combination of 2+3, 1+2+3 > Customer 23 

Table-2.3: Company adoption of Distribution Systems  
 

Futurist George Gilder (1994) wrote, “in every industry-from retailing to insurance- the 

key impact of the computer network revolution is to remove the middleman.” Benjamin 

and Wigand (1995) analyze the effect of electronic markets on the value chains of a 

company and are of the opinion that “electronic markets lower coordination costs for 

producers and retailers, lower physical distribution costs, or eliminate retailers and 

wholesalers entirely, as consumers directly access manufacturers.” According to Tapscott 

(1996), “middleman functions between producers and consumers are being eliminated 

through digital networks due to direct online channels and so there is disintermediation.” 

Roche (1996) recognizes “the possibility of major changes in distribution channels due to 
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electronic commerce which might bring to an end of the intermediate enterprise.” As per 

Palvia and Vemuri (1999), “considerable anecdotal evidence supports the 

‘disintermediation’ hypothesis, but limited empirical data on electronic commerce makes 

it difficult to test. Until suitable institutions emerge to replace functions provided by 

middlemen, complete ‘disintermediation’ is not expected.” According to Westland and 

Clark (1999), “the technologies of electronic commerce have a truly profound impact on 

channel structure. Electronic commerce 

• Eliminate intermediary institutions by substitution or consolidation using computer 

and communication technology; 

• Does not generally eliminate the intermediary functions; 

• Either automates or shifts intermediary functions forward or backward up and down 

the supply and marketing chains.”  

Palvia and Vemuri (1999) further argue “newer forms of intermediary will emerge in to 

fill the demands of e-commerce. Their role will be limited. Some functions (information 

search, aggregation, exchange and communication) of the traditional distribution 

channels are efficiently performed by electronic market intermediaries, while others are 

still performed more efficiently by the traditional intermediaries such as product 

promotions.” Tamilia et al. (2001) say that specialized electronic channel intermediaries 

have emerged to handle the business generated in the so called ‘new information 

economy.’ They further emphasize that the Internet can improve “information-based 

marketing functions and flows” compared to those done in traditional distribution system 

in terms of economic efficiency and transparency. Due to considerable transaction and 

communication costs saving potential and improved entrenched channel relationships, 

now a days, most of the companies globally have started integrating their distribution 

channel systems on the Web so as to have win-win situation to all (Agrawal et al. 2001). 

Most dictionaries show no definition for the word ‘Disintermediation’. However, if you 

break up the word in to two parts, the meaning became clear. Disinter is defined as ‘to 

unearth, to displace’ and mediate is defined as ‘to act as middleman.’ Put the two 

definitions together and the meaning becomes ‘to displace the middleman.’ This is 

precisely what is happening: the middleman in today’s economy is being displaced 

(Ryan, 2002). According to Chaffey, et.al., (2000), disintermediation refers to removal of 
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intermediaries such as distributors or brokers that formerly linked a company to its 

customers. The benefits of disintermediation to the producer are clear- it is able to 

remove the sale and infrastructure costs of selling through the channel. Benjamin and 

Wigand (1995) calculated that, using the sale of quality shirts as an example; it is 

possible to make cost saving of 28 per cent in the case of (b) and 62 per cent for case (c). 

Some of these cost savings can be bypassed on to the customer in the form of cost 

reductions. Contrary to disintermediation is called as reintermediation that has equally 

large ramification. Reintermediation refers to the process of using the Internet to 

reassemble sellers, buyers and business partners in new ways (Ryan, 2002). Chircu and 

Kauffman (1999) observed that disintermediation might occur in the short-run; the 

disintermediated players are very likely to fight back and reintermediate themselves. 

Furthermore, companies have started integrating their total distribution channel through 

the Internet for enhancement of productivity, efficiency and relationships. Another 

dimension of reintermediation refers to creation of new IT based intermediaries between 

customers and suppliers providing services such as supplier search and product 

evaluation (Chaffey et al. 2000). Thus, reintermediation may takes place in two forms 

namely, infomediary and IT enabled traditional intermediary (may be called as 

intermediary empowerment). An infomediary serves as an electronic information broker, 

providing shopping services or information buying assistance to help buyers and sellers 

find each other (Zikmund and Amico, 2001). The concept of infomediary refers to a new 

business entity who perform as custodians, agents, and brokers of customer information 

and marketing it to businesses by means of easy access to it on behalf of consumers, 

while at the same time, protecting their privacy (Hagel III and Singer, 1999). They 

further discussed another dimension of infomediary deals with emergence of a new 

business opportunity in the era of buyers market. Consumers’ need a trusted third party 

due to paucity of time and limited bargaining power and ability as an individual, who will 

aggregate their information with that of other consumers and use the combined market 

power to negotiate with suppliers on their behalf. Infomediaries offer sophisticated and 

highly specific information search at a very low cost. According to Schmitt (1999), 

“while it is inevitable that competition will eliminate intermediaries who fail to add 

value, low barriers to entry and information asymmetries will continue to attract 
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innovation. In the networked economy, intermediaries with a sound understanding of the 

hypermedia environment will be able to capture customer and product information in 

ways to ensure they have an important role to play. Indeed, some argue that an increase in 

the number of intermediaries is equally plausible as any predicted demise.” According to 

Rosenbloom (1999), whether the Internet fosters more disintermediation than 

reintermediation or vice versa over the long run remains to be seen. What we can say at 

this point, however, is that the Internet, no matter how technologically sophisticated it 

becomes or how much it is hype, does not repeal the lows of economics as they relate to 

channel structure: efficiency in the performance of distribution tasks is what ultimately 

determines what form channel structure will take.  

 

All products are not fit for electronic commerce (EC). De Kare-Silver (1998) investigated 

and analyzed the main factors that can increase on-line selling efficiency for different 

products. A higher percentage of Internet-based sales will come from products, such as, 

software, entertainment or information that can be delivered on-line than from hard 

products requiring traditional delivery. Internet distribution channel is most suitable for 

firms in publishing, information services or digital products (Jones, 1994). As per one of 

the recent survey conducted for nine product and service categories on two dimensions 

namely, “the degree of information required to purchase” and “popularity of purchasing 

on the Internet”, it has been concluded that books and computer related products are 

positioned in the high information and high popularity zone. Music and electronics 

appear to anchor the popularity dimension. Entertainment products are perceived as 

relatively low information and low popularity (Kwak, et. al. 2002). The reduction of 

layers of intermediaries will take place more rapidly in the service industry than in the 

manufacturing sectors due to lower capital requirements in logistics and distribution 

functions followed by lower financing and risk sharing support of middleman (Palvia and 

Vemuri, (1999).  Baatz (1996) recognized, “for some industries, like, real state, stock 

brokerage, insurance sales, travel agencies, automotive sales, and order taking sales, new 

commerce models have the potential to replace sales people. 
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While focusing on consumer-computer interaction in the e-commerce (EC) environment 

for purchase decision, social presence and product presence are two major dimensions 

(Johng, Jain and Ramamurthy, 2000). Social presence in the EC environment deals with 

the interaction between sellers and consumers or among consumers and can be defined as 

the degree to which a buyer psychologically perceives the seller to be physically present 

when interacting with them (Short, Williams and Christie, 1976). In the same vein, 

product presence addresses the interaction between buyers and products and can be 

defined as the extent to which a buyer psychologically perceives the products to be 

physically present when interacting with them (Johng, et al. 2001). In a classic article 

published over three decades ago, Edward M. Tauber (1972) provided some very 

insightful observations, which are having relevance in the era of e-commerce. According 

to him, people do not shop simple to make purchases. Rather, the desire to make a 

purchase is just one part of a complex set of personal and social motives for shopping. 

Personal motives for shopping include the need to play the role of shopper, diversion 

from the routine of daily life, self-gratification, learning about new trends, physical 

activity, and sensory stimulation. Social motives for shopping include gaining social 

experience outside the home; communications with others having similar interests, peer 

group attraction, status and authority, and for some shoppers’ pleasure of bargaining. 

 

The Internet has already given place to a process of disintermediation and 

reintermediation. No doubt many manufacturers first sow the opportunity to shorten their 

distribution channel and to sell directly to final customers or users. By doing so, costs 

saving were anticipated because the margins normally given to traditional intermediaries 

would now remain within the firm. However, by internalizing tasks that had been 

traditionally performed by outside channel agencies, manufacturers realized that their 

cost of performing such marketing functions were in fact higher than when these were 

“contracted out” as argued by Sarkar et.al. (1995). According to Tamilia et al. (2001), 

“no doubt manufacturers discovered at their own expense that vertically integrating 

marketing functions was not such a simple task. Moreover, the cost of performing these 

marketing functions resulted in higher costs than when these were done by traditional 

channel members. Disintermediation led to a lost in efficiency by manufacturers.  
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Reintermediation was thus needed and necessary. Geyskens et.al. (2002) argued that 

adding an Internet channel may even lead to a decrease in total sales when consumers 

buy less through the new channel than through their old channel- for example, when there 

are fewer impulse purchases through the Internet or when disenchanted distributors offer 

less support to the firm’s products, resulting in more brand switching towards the firm’s 

competitors. They further argue that powerful firms can get away with far more when 

supplementing their entrenched channel system with an Internet channel. Although, any 

firm that sets up an Internet channel should expect to lose at least some of the goodwill of 

its entrenched channels, powerful firms can use their market clout to ensure that these 

distributors continue to live up to their agreement.  In other words, conflicts are arising 

between the company and its channel members in the case of addition of the Internet 

channel as traditional middlemen are facing disintermediation, or the loss of their 

intermediary function. For instance, in 1999, when Compaq Australia goes directly to 

customers with a customizable, price-competitive product eliminating reseller margins 

and utilize the savings, resellers shown their displeasure and all Compaq products were 

tossed out of the country’s leading retail outlets. The cost to Compaq Australia of the 

debacle is estimated at A$100 million in lost revenue. In April 2001, Compaq Australia 

reopened discussions with leading retailers with the goal of having its products put back 

on their shelves (Coltman et al., 2001). Stanton et al. (1994) suggested factors like desire 

for channel control, services offered by seller, ability of management and financial 

resources under the company consideration head. In a survey of 50 consumer goods 

manufacturers by Forrester Research, 66% indicated that channel conflict with its 

potentially costly result, was the biggest issue they faced in their on-line strategies 

(Gilbert et al., 2000). 

 
2.3.4 Partnering Channel Relationships  
 
A scan of the recent academic literature on strategic marketing shows regular attention is 

given to competitive aspects of marketing. Terms such as ‘strategic marketing’, 

‘marketing welfare’,  ‘competitive advantage’, ‘market share’, ‘power and conflict’, 

‘advertising share of voice’, ‘price-cutting’, ‘negotiation’ and so on, all imply or reflect 

competition in the marketplace. Competition, however, is only aspect of strategic 
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marketing. By itself it provide an unbalanced view of marketplace behavior. When one 

looks closely at many marketing phenomena, it is possible to isolate aspect of both 

competition and cooperation. In an area such as distribution channel management where 

organizations are dependent on each other for their mutual well being, cooperation seems 

to be a more appropriate model of behavior (Dowling & Robinson, 1995). The emphasis 

here is on cooperation and partnership, not competition and conflict but for developing a 

joint competitive advantage for members of a distribution channel. This approach stresses 

the development of trust, the sharing of information and the common interest between 

channel members. These factors are critical in the renewal process for many 

organizations as they respond to increased competition in the marketplace (Waterman, 

1987). Narus and Anderson (1996) said that the partnerships have made managers more 

willing to explore new ways of working together for mutual gain. Moreover, recent 

developments in shared information system and integrated logistics systems (including 

the emergence of highly competent suppliers such as Federal Express) make such 

cooperative efforts more feasible. Bucklin and Schmalensee (1987) said probably the 

most important impetus for greater dependence of firms for distribution channels stems 

on the changes in the consumer behavior. They cited the demographic shifts (such as the 

increase in the two-income household for example) and changes in consumer 

expectations (such as low price and more variety) as two primary factors.  These changes 

coupled with better appreciation of all aspects of marketing by retailers, has seen the 

move towards becoming ‘a buying agent from the consumer’ as opposed to a ‘selling 

agent to a manufacturer’ (Davidson, 1987).  As a consequence of this, customers are 

becoming more loyal to stores and less loyal to particular brands.  This trend can be seen 

as a modification to traditional pull strategy.  In a conference on changing consumer 

goods distribution scene a number of themes were raised which are of critical importance 

to distribution managers Bucklin and Schmalensee (1987): 

• Cooperation among channel members (as opposed to management of conflict) 

• The necessity of the manufacturers to develop new and improved products to 

reclaim brand loyalty. 

• The necessity for manufactures product, price and service offerings to retailers 

• The necessity for manufactures and retailers to master information technologies 
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• The necessity for manufacturers the delivery system 

• The need for manufactures to help retailers to cope with labor shortages and 

rising wage cost. 

Partnership marketing can be thought of as a positive sum (or win-win) two-person game.  

That is, the aim of the procedures outlined in this section is to enhance the benefits 

accruing to both parties in a loose coalition.  This coalition involves coordinating or 

sharing value chain with partner to broaden the effective scope for each individual firm’s 

value chain (Porter, 1985). According to Kumar (1996), information collected on 

manufacturer-retailer relationship in industries such as automobiles, computers, consumer 

package goods, earth moving equipment, replacement tires, semiconductors, 

telecommunications, and vehicles leasing shows although exploiting power may be 

advantageous in short run, it tends to be self defeating in long run for three main reasons 

i.e. Exploiting power to extract unfair concessions can come back to haunt a company if 

its position of power changes, when companies systematically exploit their advantage, 

their victims ultimately seek ways to resists, and by working to gather as partners, 

manufactures and retailers can provide greatest value to customer at lowest cost.  

 

According to O'Leary and Tanoury (2002), an opportunity exists to use new technology 

to revitalize and transform old market-methods of distribution. The rewards for quick 

action are increased revenue, market share and a rich return on investment (ROI). The 

Internet marketplace has already revolutionized the consumer markets. The business-to-

business (B2B) channels and partnerships are being altered just as substantially and 

fundamentally as consumer markets. For at least the last ten years, customer service has 

been heralded as the method to increase revenue and reduce costs. Customer Relationship 

Marketing (CRM) and the recognition of the lifetime value of customers have been 

touted as the preferred marketing and service method of all major companies. Many 

manufactures have simply failed in the most basic ways to develop or manage partner 

relationships. The result is that most strategic channel partner initiatives fizzle and fail.  
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Failure of these initiatives is most often due to: 

• Lack of knowledge about the channel and or partners 

• Lack of tools to effectively manage, monitor and measure the channel partners 

• Lack of effective communication to and from the channel partners 

• Lack of information to support decisions and develop channel strategy  

The prevalence of strategic alliance and partnerships has made managers more willing to 

explore new ways of working together for mutual gain. Moreover, recent developments 

in shared information system and integrated logistics (including the emergence of highly 

competent suppliers such as Federal Express) make such collaborative efforts more 

feasible (Brown, 2000). A manufacturer’s product or services are one of the many 

alternatives competing for their time and attention. Even though partners have a critical 

impact on business, the enterprise’s visibility into, and ability to manage, their activities 

is far less than with its direct sales force. Optimizing these relationships is the focus of 

Partner Relationship Management (PRM). Given the importance of the indirect channel 

and the fact that it is 40 percent less expensive to sell through partners than direct 

employees, it is natural that companies would seek ways to maximize the value of 

indirect channel. The tightening economy and increasing competition force organizations 

to re-examine their selling models, partnering has become a strategic imperative for more 

and more business. Managed right, indirect channels enable organizations to broaden 

their penetration in new markets, adjust to changing market conditions and improve 

bottom line performance (Heideleberger, 2002). 

 

According to Brown (2000), organizations must learn how to properly define and analyze 

the efficiency of their channels by using proven methods from channel management 

theory. This can be done through identifying the conflict of interest that exists between 

organization and customers and subsequently defining and implementing appropriate 

channel strategies to support and effective CRM strategy. Agrawal (2001) identified 
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following causes for emergence of conflict among channel members due to prevailing 

disputes on strategic, functional, operational and / or issues: 

 Strategic Causes: This is mainly due to failure to ensure best and reasonable returns, 
non-availability of products, poor credit policy, and lack of transparency and clarity 
of sales policy. 
 Functional Causes: The main causes are overlapping of territories among channel 

members, poor warranty settlement procedure, imposition of undue conditions, 
absence of training program and clear definition of functions and roles of relational 
members.  
 Operational cause: It involves defective service of day-to-day transaction, defective 

delivery system, lack of prompt system for recovery from defective delivery and 
ineffective information system. 

To resolve conflicts, he further said that different strategic moves needs to be adopted by 

firms for harmonious channel members is based on two dichotomous factors namely 

nature of relationship maintenance and significance of individual goal as shown in 

Figure-2.1 

Significance of Individual Goal  

 
LOW 

 
HIGH 

 P
ar

tn
er

in
g 

 

COMPROMISING 

 BY  

SACRIFICE 

 

INTEGRATING 

 BY 

 NEGOTIATING 

N
at

ur
e 

of
 R

el
at

io
ns

hi
p 

M
ai

nt
en

an
ce

 

T
ra

ns
ac

tio
na

l  

WITHDRAWING 

BY   

AVOIDANCE 

 

 

FORCING 

 BY  

DOMINATION 

Figure-2.1: Strategies for Conflict Resolution 
 

On the basis of above extensive literature survey, this study has been structured to answer 

the following problem statements: 

 To have further growth in overall performance of the enterprise in the current 
recession and more service from trade, firms need to have long-term competitive 
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advantage and to what extent, they are utilizing demand chain optimization and 
management more specifically, the distribution management for the purpose.  
 Identification of traditional functions of marketing intermediaries and its changing 

landscape due to electronic environment to meet the global competition. 
 Use of the Internet as a market space for transaction and its impact on location of 

possible changes in the demand chain structure (both internal and external) for 
meeting the challenges of demand chain and overcoming its deficiencies. 
 Determination of impact of partnering channel relationships on long-term 

performance of business and greater market dominance along with key issues of 
relationships. Further, how information technology facilitates firms in development 
and maintenance of partnering channel relationships? 
 Lastly, on the basis of above dimensions, explore an opportunity to develop a 

futuristic business model for optimization and management of demand chain 
strategically so that all members of the demand chain will have a win-win situation. 
  

2.4 Strategy and Supply Chain Management: 
Mintzberg (1978) defined strategy as being a discernible pattern over time in a stream of 

corporate decisions. The purpose of business- and functional-level strategies is to develop 

and sustain competitive advantage. Previous research has found that supply management 

is a strategic function that has an impact on overall firm performance (Carter and 

Narasimhan 1996; Elmuti 2002). As supply management continues its shift from a 

passive/tactical function to a strategic/integrative function, its goals, objectives and 

strategies need to change as well. However, the strategies that supply management 

departments adopt need to both support and complement an organization’s overall goals, 

objectives and strategies (Porter 1980). In other words, ‘‘an effective purchasing system 

is not necessarily one that promises maximum efficiency or least total cost, but rather one 

that fits the needs of the business and strives for consistency between its capabilities and 

the competitive advantage being sought’’ (Rajagopal and Bernard 1993, p. 13). 

 

Strategic supply management has been empirically linked to firm performance through 

measures of return on investment, profit as a percent of sales, firm sales and through a 

composite measure of sales, market share and market position (Carter and Narasimhan 
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1996; Carr and Smeltzer 1999). Additionally, supply management’s involvement as a 

strategic function has been associated with supplier evaluation and building relationships/ 

partnerships with suppliers, both of which have resulted in greater corporate financial 

performance (Carr and Pearson 1999). On the other hand, a misaligned supply 

management strategy is a recipe for disaster (Mehltretter 1996). Therefore, selecting the 

correct supply management strategy becomes crucial to overall competitiveness. 

Companies have turned to globalization (Petersen, Frayer and Scannel 2000; Min and 

Galle 1991; Kaufmann and Carter 2002), supply base optimization (Monczka and Trent 

1991; Chen 2000), collaboration (Landeros and Monczka 1989), technology (Avery 

1999; Chopra and Van Mieghem 2000), outsourcing (Prahalad and Hamel 1990; 

Venkatesan 1992; Quinn and Hilmer 1994), integration and partnerships (Ellram1990; 

Lambert, Emmelhainz and Gardner 1996; Cooper, Ellram, Gardner and Hanks 1997), 

early supplier involvement in new product development (Brown and Eisenhardt 1995; 

Ragatz, Handfield and Scannel 1997; Ro, Liker and Langlet 2004), supplier development 

(Hahn, Watts and Kim 1990; Watts and Hahn 1993; Krause, Scannell and Calantone 

2000; Cox and Watson 2004) and other strategies as a means of reducing cost, increasing 

quality and enhancing a firm’s overall competitive position. Given this conceptual 

backdrop, the purpose of this article is to discuss the strategies that are likely to be used 

in the future.  

 

While prior research addressed individual supply management strategies, few studies 

have discussed the relative importance of these strategies or offered advice as to which 

strategies firms should pursue. Notable exceptions include Monczka and Trent (1995), 

Carter and Narasimhan (1995) and Carter, Carter, Monczka, Slaight and Swan (1998). 

Monczka and Trent’s (1995) data revealed a major increase in certain activities, 

processes, or strategies emphasized by supply management between 1990 and 1995. 

These strategies included benchmarking, using fullservice suppliers, reducing part 

numbers, recognizing suppliers through awards, using value analysis, single sourcing, use 

of joint ventures and cross-functional teams. The activities, processes or strategies that 

were expected to receive increased emphasis between 1995 and 1997 were cost reduction 

initiatives, cross-functional teams, development of longer-term supplier relationships, 
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supplier quality improvement initiatives, formal early supplier design involvement, cost-

based pricing, supplier reduction, the use of longer-term contracts and supplier 

certification. Carter and Narasimhan’s (1995) data revealed that the five most important 

future activities, in descending order, were the use of electronic data interchange (EDI) 

with suppliers, supplier strategic alliances, the increased use of information technology, 

reducing purchasing transaction costs, and purchasing systems and services. The five 

least important future activities, in increasing order of importance, were found to be 

third-party purchasing, reverse logistics, flattening of the supply management 

organization, colocation of supplier and buyer firms, and the use of supplier councils. 

Other items, such as cooperative networks of suppliers, better integration of supply 

management and logistics, global sourcing, outsourcing and supply chain integration, 

were near the middle of the list. Carter et al. (1998) predicted increased use of the 

Internet or World Wide Web, increased joint planning and development activities 

between buyers and suppliers, resource sharing along the supply chain (i.e., intellectual 

property, people, information and other assets), buying consortia, increased use of 

supplier alliances, cross-functional teams, common performance metrics across supply 

chains, more supplier development activities and increased use of suppliers in emerging 

markets. Additionally, supply chain integration was considered an area of growth. 
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Chapter-3 
 

RESEARCH METHODOLOGY 
 
3.1 Introduction 
The term “research methodology” is made up of two sub terms namely, Research and 

Methodology. Research is a diligent enquiry and careful search for new knowledge 

through systematic, scientific and analytical approach in any branch of knowledge. 

Research aims to extend, collect or verify knowledge” whether that knowledge aids in the 

construction of a theory or in the practice of an art. It is a systematic method of 

discovering new facts or verifying old facts, their sequences in the relationship, casual 

explanation and the natural laws, which govern them. On the other hand, methodology 

refers to first an approach towards inquiry and later evolves into particular methods or 

techniques. It deals with various methods used by the researcher right from data 

collection and various techniques used for the same for interpretation and inference. 

Thus, research methodology is a procedure designed to plan and evaluate before 

conducting the research.  

To achieve the defined objectives in Chapter-2, the outlines the approach for the conduct 

of the whole research work describe scope, research design, research instruments, 

respondents’ characteristics, sample planning and data collection methods, hypotheses 

formulation, data analysis tools and techniques, and period of study. 

 

3.2 Research Design  
A research design is a framework or blueprint for conducting the research project. It 

details the procedures necessary for obtaining the information needed to structure or 

solve research problems. The problem domain is the phenomena of the recent past at the 

advent of information technology and global competition, which is not duly supported by 

sufficient empirical research by academicians especially for publishing sectors. Under 

these circumstances, the researcher was looking for more qualitative information about 

the nature of the problem, present status of the research works, in order to have a more 

comprehensive knowledge about the various dimensions of the problem domain. In order 
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to achieve the main objective of the research strategically, it was realized that more 

qualitative information should be collected with regard to various contemporary issues 

pertaining to the problem. Thereafter, it was also realized to collect primary data for the 

identification of key issues in qualitative terms. Accordingly, the researcher used the 

following research design to achieve the research objectives: 

Exploratory Research: In order to have more comprehensive definition of the problem 

and to become familiar with the problem, an extensive Literature Survey was conducted 

to collect secondary data for the location of different variables, probable contemporary 

issues, and clarity of concepts. After the collection of data from the secondary sources 

(literature survey), the researcher also conducted Experience Survey.  For the purpose, 

the researcher interacted with few top corporate executives of the publishing companies 

and academicians to relate the knowledge gained from literature survey for further 

enrichment of the knowledge about present situation and practical insight of the problem. 

Descriptive Research: Since the main objective of the research is to develop a strategic 

model for optimization and management of demand chain for products of publishing 

companies, thus, this research is more qualitative in nature. But for the identification of 

key issues out of possible variables related to various dimensions of the research, the 

researcher also opted for descriptive research design. While selecting research design, the 

researcher was in need to collect very specific in-depth data from the qualitative 

respondents. Thus, cross-sectional field study descriptive research design was chosen for 

the purpose of collection of primary data. 

Furthermore, to assess the present format of promotion, an observation method was also 

used by a survey of book fairs, exhibitions at colleges/universities conducted by the most 

popular publishing companies like, Walt Disney Publications, Thomson Learning, 

Prentice Hall, McGraw Hill Publications, Oxford Publishing Co, Blackwell Publishing, 

Springer Science + Business Media , Haufe Mediengruppe, Vogel Media, Warner Group, 

Bertelsmann GmBH, Simon & Schuster Children's Publishing. 

 
3.3 Research Instrument 
For the collection of the primary data, questionnaire was used as research instrument. All 

together, two different sets of questionnaire were used for four different sets of 
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respondents.  First of all, a rough draft of the questionnaire were developed and pre-tested 

by seeking valuable criticisms of the people taken for experience survey. Accordingly, 

the rough drafts of the questionnaire were modified. The first questionnaire was used for 

top corporate executives of publishing companies divided into three parts. Part-1 

contained 15 questions to measure the present status of distribution in the total marketing 

mix strategy of the corporate enterprises in the era of global competition and information 

technology. In first two questions, respondents were asked to specify the importance of 

various functions of marketing and purposes behind efficient management of distribution 

respectively in the semantic differential scale of 1 to 7, 1 being not important and 7 being 

very important. The semantic differential is a seven-point scale with end points 

associated with bipolar labels. In a typical application, respondents rate objects on a 

number of itemized, seven-point scales bounded at each end by one of two bipolar 

adjectives, such as “cold” and “warm” (Chandler and Spies, 1996). The choice of 1 to 7 

scales was based on the fact that respondents were asked to rate quite a good number of 

objects with bipolar labels. Under such circumstances, 1 to 7 scales had been used in 

most of the earlier research works. Question number 3, 4, and 5 were focused on 

combination of various elements of promotion mix, their share out of total budget along 

with their focus. These questions were of multiple choices. The present statuses of 

marketing intermediary’s role in the era of global competition and information 

technology were covered in question numbers 6, 7 and 8 that too were of multiple choices 

and dichotomous. Various mechanism of information technology (the Internet as 

distribution channel, web-based distribution system management, and disintermediation) 

facilitating distribution system and the extent of their use and scope were covered in 

question numbers 9, 10,11,12 and13. These questions were blend of dichotomous, 

multiple choice, and open-ended. Lastly, Question numbers 14 and 16 were focused on 

importance of channel relationships and choice for conflict resolution practices.  

Part-II of the questionnaire identified the role of marketing intermediaries (C&F agents, 

Stockiest/distributors, and/or retailers on the same scale of 1 to 7. Various functions of 

intermediaries were divided in to two broad categories namely, logistical functions, and 

marketing functions. These functions were covered under 23 parameters. Question 

numbers 6 to 15 along with part –II of the questionnaire were also used to collect data 
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from print and digital publishing companies for the development of a strategic framework 

suitable for adoption of various IT enabled distribution systems.  

In the part –III of the questionnaire, respondents were asked to rate the various 

relationship issues (factors) in the same scale of 1 to 7. This part of the questionnaire 

contained altogether 21 factors. 

Second questionnaire was meant for consumers (readers, users) focused mainly on their 

sensitivity towards purchase decision for various product categories along with their 

comparative shopping behavior and purchase experience about online, online-offline and 

offline. First question contained 9 information search components and 7 about physical 

inspection of components. Consumer respondents were asked to rate these components in 

the same scale of 1 to 7. Furthermore, the focus of second question to judge consumer 

shopping behavior and their purchase experience online (shopping for e-books, journal 

article downloads on the Internet), online-offline (collection of information on the 

Internet and shopping from physical book stores), and offline (shopping from physical 

book stores solely) on the same scale of 1 to 7.  

 

3.4 Respondents’ Characteristics, Sample Planning and Data Collection   
As the researcher was willing to collect qualitative data, the characteristics of the three 

sets of respondents, which were taken as major principle for the selection of respondents, 

were as follow: 

Corporate Respondents: Top corporate executives (CEO, MD, President/GM-

Marketing) from the Children, Scientific, and SIP publishing houses  having turnover of 

more than Euro 1 million per annum. 

Consumer Respondents: Selection of the respondents in consumer category was made 

on the basis of criteria that they must have some experience of purchase on the Internet. 

3.4.1 Sample Planning: For the purpose of collection of qualitative data and to avoid 

ambiguity and non-response, a relatively small sample size was taken as per details 

portrayed in Table-3.1. They have been taken from three strata namely, Children books 

(including comic books, cartoon publications, story books), Scientific publications 

including journals, digital content and e-books and SIP (Special Interest Publications 
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including magazines, trade publications,  viz, automobile, IT , Machine building, 

Chemical and Construction industry, Architecture and Photography magazines).  

 Children Scientific SIP Total
Corporate Respondents 20 20 10 50 
Consumer Respondents -- -- -- 125 

Table-3.1: Sample Size 
 

• Sample selection approach: to prepare a sample in an unbiased manner probabilistic 

random sampling technique is used, where in the respondents are randomly picked. 

• Sample size: 50 corporate executives and experts working in the varios publishing 

companies 

• Bias reduction in samples: In case of consumer respomdents, to get away with the 

biased samples, the sample was chosen from the population who has used the Internet 

once to buy e-editions..  

The respondents were picked from various age groups, as the data was to be collected to 

compare attitudes, perceptions and behaviours of each age group to predict segment 

specific customer orientation model. 

 

3.4.2 Data Collection: 
Pilot survey was conducted to test the ease of understanding of the questionnaire. To 

prove the validity of the questionnaire and the constructs to be measured, factor analysis 

is done.  

On the basis of a review of the literature and pre-study experience surveys, field study 

survey was conducted. The selected respondents were asked to fill out the questionnaires 

in the presence of the researcher and raise questions and clarify problems or ambiguities 

arose with prior appointments with corporate, marketing intermediary, and consumer 

respondents. Interactive data collection efforts of the researcher collected 45 corporate, 

and 112 consumer responses of which 5, and 12 respectively were incomplete or 
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unusable. On an average, about 2 hours time were spent by corporate respondents and 30 

minutes for consumer respondents.   

All those questions, which served no purpose, were omitted. The questions with either 

same answer or too much variation were reframed to shun the effects of bias and 

ambiguity. 

 

3.4.3 Validity and Reliability: 
Without ensuring the credibility of data and methods being used, the conclusion which is 

drawn from those data and methods will be like a suit tailored out with the unsuitable and 

incorrect rulers. Therefore, during “tailoring” the entire study process, the researcher is 

always trying to find the proper and correct “rulers”.  

 

Validity  

According to Babbie (1990), validity refers to the extent to which an empirical measure 

adequately reflects real meaning of the concept under consideration. To ensure the 

validity, all the concepts and theories which the researcher applied throughout this 

research study are referred to literatures and documents with certain authorities in the 

relative field. Before investigation and observation, sufficient secondary literature was 

collected on the subject area so as to make an assessment of the scenario of supply chains 

within the European publishing companies. Therefore, the researcher was able to identify 

which types of measurements/methods would be most relevant with the formulation of 

business model and will be effective for the actual research in case of the European 

publishing companies. Without deep understanding of the operations and processes in 

detail, the data from interviews and observations may be empirical and superficial. The 

research target was already confirmed and verified in some extent during experience 

before searching for more methods to support and applying further investigation. In this 

way, the researcher keeps the present research study always on the right track towards the 

destination. In addition, since this study concerns more on cause-and- effects problems 

from functional supply chain and distribution activities in publishing companies, the 

validity can also be reached by testing the results of the activities.  
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Reliability  

Broadly defined, according to Zikmund (2000), reliability is the degree to which 

measures are free from error and therefore yield consistent results. It applies to a measure 

when similar results are obtained over time and across situations. Also, validity will be 

difficult to be reached without reliability.  

 

In interviews carried out by the present researcher, in order to obtain reliable, valuable 

data and information, the interviewees are carefully selected.  The researcher interviewed 

the top managers and CEOs, viz the decision and strategy makers in case of the corporate 

respondents from the European publishing companies and an wide cross-section of 

English speaking adults across Europe in the age group of 21 to 55 years consisting of 

both females and males in case of the consumer respondents for scientific publications 

and special interest publications and children in the age group of 8 to 14 years (pre-teens) 

in case of the children books, comics and magazines.  

 

The interviews in case of the corporate respondents were mostly conducted through a 

web-based e-questionnaire being e-mailed to them (with the option of filling up the 

questionnaire on a web page hosted by the researcher connected to an Oracle database) 

and then following up on the same through telephonic calls made individually. The entire 

European Diaspora was chosen so as to make the sample more representative in nature. 

The consumer respondents, especially the children and adults were conducted personally 

by meeting them at an allocated time convenient to them. 

 

Furthermore, in every single interview, the researcher always chose the physical settings 

(Kumar, 1999) which are the most favorable by the interviewees, especially in case of the 

consumer respondents. In this way, the researcher hopes to give interviewees a relaxing 

and comfortable environment in order to encourage their will of speaking. By those 

physical settings, the researcher tries to diminish the influences of interviewees’ mood as 

much as possible, such as the fear of being observed or heard by colleagues and managers 
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and thereby reducing the level of prejudice. The trustworthiness of the interviewer 

deemed by the interviewee directly leads to the reliability of the content of the interview.  

 

During investigations and observations, the researcher was entitled most of the freedom 

which was need in order to keeping track of all the truth and facts by various means. All 

these accesses greatly enabled the researcher better possibilities of getting reliable data.  

 

3.5 Data Analysis Tools and Techniques 
Tools of data analysis: SPSS and MS Office  

All the questionnaires were examined for their accuracy and completeness. 

The collected data was processed solely with aid of computers. Software viz. SPSS and 

MS-office was used for tabulation, calculation, statistical testing and graphical 

representation.  

Factor analysis used to test whether the groups formed by the categories of the 

independent variable seem similar. All the redundant data was ignored and similar 

variables were clubbed together using factor analysis. The Degree of association is 

measured with the help of coefficient of correlation and multiple correlation is used to 

test the significance of association of suppressed variables. To prove the validity of the 

online predictive model correlation between Internet trust development and all the other 

influencing factors was calculated. Test of associations were done between the identified 

factors and each customer segment using (non-parametric) chi-square test by testing 

hypotheses. 

Following steps were taken for data preparation and interpretation:  

♦ After collection of data, editing was made and incomplete and unusable responses’ 

data was identified and discarded from further considerations.  

♦  To validate all semantic differential scale data, mean was calculated. Apart from 

mean, standard deviations was also calculated for the ranking of various factors 

(objects). 
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♦ Dichotomous and multiple-choice questions was analyzed by calculating percentage. 

♦ For the development of a strategic framework, matrices was developed and used for 

values of key issues by assigning certain attributes to them.  

♦ The use of non-parametric Chi-square (χ2) test was used to analyze non-quantitative 

scaled responses. 

 

3.5.1 Analysis techniques for behaviour based segmentation 

Market segmentation is the process of dividing the market into separate and distinct 

customer groups. Specifically it means ''picking your spots,'' focusing more on business 

in one part of the market than another, in the hope of gaining a more profitable mix. 

Unlike the traditional segmentation approaches, this study uses a more modern approach, 

which 

• Uses statistical techniques 

• Relies on consumer survey research 

• Identifies patterns of:  Demographics, values, needs, lifestyles, attitudes and  

behaviours 

The process for segmentation was done with the following two steps, 

• Deciding the segmentation variables 

• Deciding the data analysis method 

Segmentation variables used 

1. Demographics (Age, sex, income, education, occupation) 

2. Lifestyle/Psychographics (Activities, interests, opinions, personality, values, 

experience) 

Statistical method used 

A-Priori predictive method: In this research, the type and the number of segments are 

determined before the data is collected and then subsequently the relation between 
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segments and a set of independent variables is described. Selection of a priori bases can 

guarantee within-segment similarity by ensuring, for example, that all segment members 

have similar ages or incomes, it does not necessarily mean segment members will 

respond uniformly to marketing stimuli. Consumers in the same age range may respond 

quite differently to a specific pricing strategy even though they have a similar reaction to 

a given promotional theme. It also tends to predetermine the type of result of any 

consequent empirical research and its recommendations (for example, in this study one of 

the bases chosen is psychographics, it is almost certain that the outcome will be a focus 

on Internet consumer attitudes and lifestyle, and an advertising positioning campaign).  

3.6 Suppression variable analysis 

In this study there are factors, which show no relation among themselves when compared 

in pairs but when they are tested in a group, they show association. This shows existence 

of a suppressive nature in the variables or factors. In this study, these variables are tested 

and checked for their contribution in the formation of a model for electronic publishing 

customer orientation.   

3.7 Predictive modeling 

The latent and suppression factors obtained in the previous part, together with 

demographic, socio-economic and Internet usage information, are used to construct a 

predictive model of the propensity to refer online for the European publishing customers 

 

3.8 Period of Study 
The study covered the period from March 2006 to November 2006. However, primary 

and observation data was collected in between August to October 2006. 
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Chapter 4 

 
PRESENT STATUS OF DISTRIBUTION IN MARKETING MIX 

 
4.1 Introduction 
One of the metamorphic and dramatic transformations in the global marketplace has been 

the rapid and sustainable growth of international business in the past two decades. 

Markets have become truly global for most of the products and many services due to 

liberalization of almost all economy of the world. (Agrawal et al 2000). The opening of 

economy has implied new global competition in the marketplace. Globalization has 

redefined the characteristics of the market where expectations of the customer are not 

only undergoing change but also, in fact, significantly increasing. These changes are in 

terms of product quality and price, ready-delivery, extended warranty, break down 

services, after-sales-service, value for money, etc. resulting into continuous and 

significant spurt in the marketing and distribution costs (Goyal, 1999). Reducing the 

amount of time, energy, and effort expended in acquiring goods and services has now 

become as important, if not more so, as being offered a reduction in their purchase prices. 

Therefore, one of the greatest challenges faced by the corporate world is how to sustain 

competitive effectiveness in terms of time-to-market, technology, costs and marketing for 

the long-term performance of business.  

In today’s world of rapidly changing technology particularly, advancements in 

information and communication technologies, have major effects on virtually all areas of 

business expressed in terms of opportunity and threats including distribution of goods and 

services. It provides opportunity to firms for continuous interaction with consumers 

directly and at the same time face global competition (Jones, 1994). In such a scenario, 

firms are under tremendous pressure to find out new ways and means to have competitive 

edge in the marketplace. For this purpose, it is only a market orientation and customer 

focus that makes a difference. While addressing to such an erratic market situation, firms 

are increasing product portfolio and augmented values to influence purchase decision for 

differentiating itself from rivals (Palmer and Griffith, 1998). Furthermore, product 
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quality, price and promotion no more bring long-term competitive effectiveness because 

of quick imitation with additional features by rivals. That is why, in the fiercely global 

competitive scenario, corporate enterprises are putting their best efforts to redefine their 

total distribution strategy in general and distribution channel system strategy in 

particularly to have greater market reach and dominance. Superior performance of 

channel activities has become a major route to providing extraordinary value to end-

users.  

4.2 Distribution in the New Environment  
It has been seen in Chapter-2 that distribution has always occupied the ‘back bench’ in 

the total marketing mix strategy of most of the industrial sectors as well as the intellectual 

centers and the B-schools traditionally. There is a phenomenal change in the overall 

environment of business and it has become significantly dynamic as well as erratic. Now 

a day, almost all economies of the world have shifted from sellers market to buyers 

market. All this happened due to liberalization policy of the government of almost all 

countries resulting into globalization of the market. Rarely, firms are enjoying monopoly 

and finding themselves in positions to create brand patronization or keep customers loyal 

in stock-out situation even for a few days. Business scenario has become more complex 

and dynamic at the advent of information and communication technologies especially the 

Internet. It has really redefined the whole gamut of business philosophy because, it 

provides opportunities as well as imposes new challenges and compelled corporate 

enterprises to rethink and develop fresh marketing game plan in general and distribution 

strategy in particular. 

Business dynamics and emerging technologies make new approach to distribution both 

essential and feasible. Tough competition is forcing managers to scrutinize every aspect 

of their operation. Increasingly, they are recognizing that distribution channels represent 

an untapped opportunity for major cost savings and productivity improvements (Narus 

and Anderson, 1996). According to Pinaki Pan (1999), GM-Sales, Smithkline Beecham 

Consumer Healthcare (SBCH), “branding a company’s distributor/distribution process is 

akin to branding a company’s product/service. Elaborating, Pan said, the ‘Distribution 

Process Brand’ becomes a shared resource for all the company’s brands.  
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In the pre-liberalization era where firms were enjoying seller market, the focus of 

promotion plans and programs were largely on pull strategy. It refers to adoption of 

advertising form of promotion aimed at the ultimate consumer or organizational buyers. 

The goal was to generate demand at the retail level in the belief that such demand will 

encourage retailers and wholesalers to stock the product. If the consumer is pulled into 

the store, each channel member will “pass the demand back” through the channel. In 

other words, the belief underlying pull strategy is that by building strong consumer 

demand for a product, the manufacturer will force channel members to automatically 

promote the manufacturer’s product because it is in their obvious self-interest to do so 

(Gerstner and Hess, 1995). But in the post-liberalized era, the rationality behind pull 

strategy has become futile mainly because of two reasons. First, availability of a large 

number of alternative products without any major differentiation resulting into buyers 

market and second, advertising is no more able to bring memorizing value among 

consumers as their mind is flooded with promotional messages on daily basis as seen in 

Chapter-2.  

Technology has already had major effects on virtually all areas of business including the 

distribution of goods and services in marketing channel. However, the effect of one 

particular technology has just begun to emerge. This is, of course, the Internet, which has 

been so much in news in the late 1990s. The Internet is not only a communication tool or 

an information system, it is also a marketplace as well as a distribution channel for 

certain types of services and products (Tamilia et al., 2001).  According to Palvia and 

Vemuri (1999), like the industrial revolution, the information revolution and, more 

specifically, the Internet revolution-which makes electronic commerce possible-affects 

consumers in a fundamental way. While the industrial revolution made a wide array of 

products available and affordable, the information and Internet revolutions primarily 

improved quality, service, price, and speed of delivery. The characteristics of the World 

Wide Web (www)-high speed of information transfer, high level of interaction, 

elimination of the limitations of physical space and time, and high level of flexibility and 

ubiquity-offer commercial companies and manufacturers the possibility of assuming and 

controlling most of the necessary marketing functions comprised in a marketing channel 

(Ranchhod and Gurau, 1999).  
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On the basis of forgoing discussions, it has been found that there is phenomenal increase 

in the function of distribution in the overall marketing mix including brand management, 

advertising and sales promotion, sales administration and management, and demand 

forecasting and management. It is because of the fact that distribution plays a key role in 

the achievement of strategic objectives of the firm. Furthermore, traditionally, firms for 

the purpose of brand building and management at the mass level primarily and 

extensively used advertising. But presently, the focus is more on point-of-sale brand 

building resulting into more sales promotion exercises. It has also been seen in Chapter-2 

and earlier part of this Chapter that the Internet represents many opportunities and 

challenges for organizations in this millennium. Some of them are as follow: 

• Firms can sell their products to consumers directly on the Internet so reducing 

transaction cost significantly. 

• The Internet also provides new markets for the products of the enterprise by means of 

global accessibility of the customers just on the click of mouse and more direct, close, 

and personalized interactivity with them. 

• It is a new and powerful information medium for producers, wholesalers and retailers 

to conduct business among each other enhancing interactivity, productivity, 

transaction efficiency, and relationships. 

• It facilitates firms in optimization of resources and containment of total cost. 

• It has capability to redefine the conventional way of doing various business functions 

into a new integrated business process to gain sustainable competitive advantage in 

the marketplace. 

• The conventional mechanism (a wide variety of promotional allowances and rebates) 

of push strategy itself is in the process of change due to extensive application of 

information technology as forward buying channel pricing policies complicate the 

actual net cost of a product on the shelf.  

• It allows a firm to have a reach of global market, it also allows global players to enter 

in your markets resulting into hyper-competition.  

• IT empowers consumers to become faster, smarter, intelligent, adaptive, and 

responsive. The Internet has really enhanced the alertness of mind of consumers, 

which ultimately make them more sensitive while making purchase decisions.  
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4.3 Analyses and Results 
To measure the present status of distribution in the marketing mix and various reasons 

behind more concentration on distribution function, all identified factors were taken into 

consideration in the questionnaire. Respondents were asked to rate those factors on the 

scale of 1 (not important) to 7 (very important) to find out the present status of 

distribution in the overall marketing mix strategy across the various physical product 

industrial sectors. The opinion of the respondents about the present statuses of various 

elements of marketing mix in terms of functions were analyzed by mean and standard 

deviation, and ranking were established. Highest mean refers to first rank and lowest 

mean show the last rank. In the case of same mean of two factors, standard deviation 

(SD) have been taken into consideration since low standard deviation implies 

comparatively less variation in the mean value. Accordingly, higher ranking has been 

given to the factor whose standard deviation was low. The results are shown in the 

Figure-4.1 and Table-4.1.  
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Figure-4.1: Present Functional Status of various Elements of Marketing 
 

FUNCTIONAL AREA Mean Standard Deviation Rank 
Brand Management 6.28 1.10 1 
Distribution Channel Management  5.84 1.34 2 
Advertising Management 5.76 1.30 3 
Sales Promotion Management 5.52 1.48 4 
Physical Distribution/Logistics Management 5.52 1.53 5 
Sales Administration & Management  5.04 1.62 6 
Demand Forecasting & Management 4.92 1.41 7 

Table-4.1: Present Functional Status of various Elements of Marketing 
Table-1 reveals that maximum average value is 6.28 with a standard deviation of 1.10 

and minimum value 4.92 with standard deviation 1.41, hence all these factors are 

important to the success of enterprises in the new environment. So far as present status of 

distribution is concern in the overall marketing-mix strategy of firms, it is one of the key 

success factors after brand management followed by advertising, sales promotion, 

logistics, sales, and demand management. If advertising and sales promotion are taken 

together in one hand and distribution and logistics in the other, then the ranking will be 

like brand, total distribution, advertising and sales promotion, sales administration and 

management, finally demand forecasting and management.  

The respondents were asked to opine on various factors behind growing importance of 

distribution on the similar scale to analyze the causes of ranking differentials. The 

analysis of opinion on different issues for strategic polarization towards distribution is 

shown in the Table-4.2 and Figure-4.2.  

Reasons for Growing Importance of Distribution Mean Standard 
Deviation 

Rank 

Higher Growth and Long-term Performance of Business 6.24 1.01 1 

Greater Market Dominance 6.04 1.17 2 

Sustainable Competitive Advantage 5.88 1.27 3 

Total Distribution Cost Containment 4.80 1.44 4 

Development and Maintenance of Partnering Channel 
Relationships 

4.56 1.66 5 

Improvement of Economic and Social Welfare 2.88 0.98 6 
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Table-4.2: Causes for Growing Importance of Distribution 

Figure-4.2: Reasons for Growing Importance of Distribution 

Table-4.2 clearly reflects that barring improvement of economic and social welfare, all 

other reasons are critical. The mean scores of higher growth and long-term performance 

of business, greater market dominance and coverage, sustainable competitive advantage, 

distribution cost containment, and development and maintenance of partnering channel 

relationships are reasonably higher than middle value viz. 3.5 of 1-7. That is why, Narus 

and Anderson (1996) argued that business dynamics and emerging technologies make 

this new approach to distribution both essential and feasible. Tough competition is 

forcing managers to scrutinize every aspect of their operation. Increasingly, they are 

recognizing that distribution channels represent an untapped opportunity for major cost 

savings and productivity improvements.  

While analyzing the promotional strategy of the corporate enterprises in the new 

environment, corporate respondents were asked to give their opinion about the present 

allocation of budget for advertising, sales promotion, and trade related promotion. The 

opinion of the respondents’ shows that the share of trade promotion is 21.9 per cent as 

exhibited in Table-4.3. 
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Range in percentage No. of Respondents 
(f) 

Mid Value 
(X) 

Xf Mean 
(X) 

0-10 5 5 25 
10-20 11 15 165 
20-30 20 25 500 
30-40 4 35 140 
40-50 2 45 90 

 
       ΣXf 
X=  
        N 
   = 920/ 42 
   = 21..9 

 N=42  ΣXf=920  
 

Table-4.3: Share of Trade Related Promotion in Total Promotion Budget 
While analyzing allocation of funds between advertising and sales promotion, it was 

earlier planned to ask question to ensure allocation in quantitative terms, but during the 

experience survey as well as in pre-testing of the questionnaire, it was observed that 

respondents were quite reluctant to give the exact data. Hence, the question was modified 

in tentative terms viz., more advertising and less sales promotion, more sales promotion 

and less adverting, and both equally. Table-4.4 depicts the allocation of funds. 

Allocation of Funds No. of Respondents Percentage 
More advertising and less sales promotion 11 26.20 
More sales promotion and less adverting 12 28.57 
Both equally 19 45.23 

Table-4.4: Allocation of Funds for Advertising and Sales Promotion 
Table-4.4 reflects that in the opinion of respondents drown from various industrial sectors 

that there is almost equal distribution of funds for sales promotion and advertising. After 

analyzing Table-4.3 and Table-4.4 together, a tentative allocation of funds in three broad 

heads of promotion namely, advertising, sales promotion, and trade promotion has been 

drawn, which are 39, 39, and 22 per cent respectively.  

Thereafter, the respondents were asked to give their opinion about the focus of their 

advertising campaigns in terms of brand building, features of the product, and creating 

awareness about present sales promotion schemes. Findings are shown in the Table-4.5  

Focus of Advertising Campaign No. of Respondents % 
Brand building 18 42.85 
Features of product 10 23.81 
Creating awareness about present sales promotion schemes 14 33.34 

Table-4.5: Focus of Advertising Campaign 
 
Table –4.5 reflects the major focus of present advertising campaigns. Highest is on brand 
building (42.85 per cent) followed by 33.34 per cent on creating awareness about present 
sales promotion schemes and remaining 23.81 per cent on features of the product.  
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On a careful analysis of Table-4.1, 4.3, 4.4, 4.5, it has been found that brand management 

is a crucial function of marketing function in the present global competitive environment. 

However, the formats of brand building exercises are changing. Corporate enterprises 

have experienced that point-of-sale brand building exercises are more effective tools than 

mass brand building. That is why, sales promotion along with trade promotion are 

gaining importance for the present. 

4.4 Strategic Implications 
The analyses and results of the empirical data hold certain strategic implications 

justifying the growing significance of distribution in the overall marketing mix strategy 

of the publishing industries in the new economy. It includes  

1. The New Stress on Growth and Long- term Performance of Business 

In the era of global competition where a large number of alternative products are 

available with a limited life cycle, the alluring mantra of the corporate world is to 

increase productivity, continuous research and development, and rapid growth for the 

long-term survival of enterprises. Earlier more and more publishing firms realized that 

they were approaching only to cost cutting and downsizing exercises for enhancing the 

bottom-line. But presently, growth in the form of faster revenue increase and long-term 

performance of business would be needed to assure continued bottom-line growth. 

Achieving more rapid growth is no easy task. So, the problem facing corporate leadership 

needs to see how individual firms can sale mature products in mature markets and can 

grow rapidly even in slow-growth economies? Obviously the answer to this situation is 

that much of any given firm’s growth must from taking market share away from its 

competitors. There is a straightforward relationship between market share and channel 

strategies. If distributors and dealers will focus their attention and efforts on a particular 

firm’s products then it will definitely results in higher market share and sales growth. In 

short, share of channel members’ shelves = share of market = growth (Rosenbloom, 

1999). 

2. Difficulty in Gaining Sustainable Competitive Advantage 

A sustainable competitive advantage is a competitive edge that cannot be quickly or 

easily copied by competitors. In recent years, it has become more difficult for publishing 
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firms to attain an advantage through product, price and promotion strategies. With 

regards to product strategy, rapid technology transfer from one firm to another and global 

competition has made it much easier for competitors to achieve parity in product design 

features and quality.  

Gaining a sustainable competitive advantage via pricing strategy in today’s global 

economy is even less feasible than through product strategy. The ability of more and 

more firms to operate production facilities all over the world has created fierce price 

competition in many different product categories and, to an increasing extent, in services 

as well. Consequently, a firm whose strategy emphasizes lower prices than competitors is 

not likely to gain advantage for long run. Another firm, domestic or foreign 

manufacturing its products somewhere around the globe is virtually certain to match or 

undercut the price. 

The third area of marketing mix, promotion, has also become a precarious strategy for 

gaining a sustainable competitive advantage. The barrage of advertising and other forms 

of promotion to which consumers are exposed on a daily basis has created enormous 

clutter, which drastically reduces the impact of promotional message. Hence, the effects 

of even the most clever and carefully crafted promotional messages are short lived as 

literally thousands of messages knock each other out of the target audience’s mind. So, 

holding on to a competitive advantage gained through promotion in the face of such 

intense clutter has become all but impossible today. 

 In addition to product, price and promotion strategy, the fourth so-called “P” in 

marketing mix, place, or marketing channel strategy, does offer greater potential for 

gaining a competitive advantage than the others because it is more difficult for 

competitors to copy in the short run mainly because of three reasons: 

• Channel strategy is long-term: Setting up and maintaining superior marketing 

channels for making products and services available to customers usually involve 

a relatively long-term period to plan and implement. Competitors to copy this 

strategy, they too would have to make a similar long-term effort. This would 

represent a much greater commitment on the part of competitors than simply 

matching the features of a product (product strategy), offering rebates and other 

deals (price strategy) or coming up with a clever advertising campaign 
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(promotional strategy). That is why, most competitors are not willing to make the 

longer-term strategic commitment necessary to match channel strategy of the 

proactive firm to gain a sustainable competitive advantage.  

• Channel strategy usually requires a structure: According to Stern and Weitz 

(1997), “the design and management of effective and efficient distribution 

channels offer significant, frequently untapped, opportunities for firms to create 

unique, long-term strategic advantages.” By its very nature, channel strategy 

usually requires a structure consisting of organizations to implement. An 

organization consisting of dealers/resellers have to be recruited, selected, trained 

and supported before the first customer could benefit from this new approach to 

distribution. The very substantial effort and investment on the part of firm to be 

willing to make the kind of commitment needed to develop a competing channel 

structure. 

• Channel strategy is based on relationships: A marketing channel is a collection 

of people interacting with each other in different organization. Indeed, the success 

of the channel strategy and the structure that supports it are directly dependent on 

how effectively the people in the various organizations relate to each other in 

performing their jobs. Thus, the very favorable response of consumers to the 

marketing channel is made possible by the good, harmonious, and partnering 

relationships developed between the manufacturer and its independent dealers. 

Partnering channel relationships ensure extra ordinary exhibition of marketing 

acumen by distribution channel members, which make a difference in the 

marketplace. Such channel relationships are not easily established and maintained 

over the long period of time and competitors generally chose to focus their 

attention on product, price, and promotional strategies to compete.  

3. Growing Power of Distribution 

Over the past two decades, a shift in economic clout has occurred from the producers of 

goods to the distributors (wholesalers and retailers) of goods. This shift in economic 

power has been especially noticeable at the retail level of marketing channels that are 

having final interface with consumers. These power retailers account for large shares of 

the commodity lines in which they deal and hence, they control access to the 
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marketplace. From the manufacturer’s perspective, these powerful retailers play the role 

of “gatekeepers” into consumer market. As gatekeepers, they act as buying agents for 

their customers rather than as selling agents for manufacturers.  

As a result of this development, firms need to develop effective marketing channel 

strategy for dealing with these powerful and dominant retailers has become more 

important then ever. 

4. Need to Reduce Distribution Cost 

Distribution costs often accounts for a significant percentage of the final price of 

products. In fact, sometimes distribution costs are higher than the manufacturing cost or 

the cost of raw material and component parts. Over the past decade, a massive effort by 

firms to drive down costs of manufacturing and internal operations has taken place. 

Programs such as restructuring, reengineering, and the flattening out of organizations 

have all been driven by this quest to reduce costs. The massive effort to squeeze out cost 

is now being extended to the marketing channel that firms use to reach their customers. 

That is why, Stern and Weitz (1997) argued that to a significant extent, a renewed 

emphasis on value chain analysis has brought with it a growing appreciation for critical 

role of logistics plays in marketing channels. Now, the focus of the logistics decision has 

shifted to a broader level concerned with costs throughout the whole value chain. 

Programs such as ‘continuous replenishment,’ ‘just-in-time,’ ‘quick response,’ and 

‘efficient consumer response’ emphasize the need to coordinate inventory levels, delivery 

patterns, transportation methods, and storage functions throughout an entire distribution 

system to reduce distribution costs. But in order to reduce the cost of distribution while 

providing equal or superior product availability to customers, firms will need to focus 

much more attention on marketing channel structure and management they have in past. 

5. Changing Format of Promotion    

Table-4.1 and Table-4.5 reflect the growing importance of brand management. At the 

same time, it has already discussed that due to limited memorizing value of consumers, 

advertising is no more panaceas for brand building. It is mainly due to two factors, first 

consumers are flooded with advertising messages on daily basis and second, tastes and 

preferences of consumers are largely personalized. That is why, sales promotion (point-

of-sale promotion) is largely used for the purpose for instant action and reaction by 
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consumers.  These sales promotion schemes of firms are largely rooted through the 

distribution channel members. So, there is further increase in the portfolio of distribution 

channel function. Trade promotion always stimulates distribution channel members to 

exhibit extra ordinary zeal in short run in pushing products to consumers for generating 

extra sales. A push strategy emphasizes on additional incentives given to distribution 

channel members for achievement of sales target, cash discounts, quantity discounts, etc. 

These forward buying channel pricing policies encouraged retailers and distributors alike 

to purchase significant quantities of goods far in advance of demand at reduces 

promotional prices, to be offered later to consumers at the standard retail price. But 

forward buying policies (discounts, rebates, or more favorable payment terms) 

complicate to determine the actual net cost of a product on the shelf (Westland and Clark, 

1999). The push strategy may be thought of as a step-by-step approach to promotion 

necessary to reach the next channel members in the line as shown in the Figure-4.3.   
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Figure-4.3: Pull v/s Push Strategies 
 

6. Distribution and Information Technology 

The Internet as a distribution channel is generally not suitable for mass distribution. 

Publishing firms using the Internet for distribution of products generally have some 

specific objective such as targeting to bulk or institutional market, selling directly highly 

branded premium products, and/or international or untapped markets.   

The combination of technology and managerial innovations developed and refined 

cooperation between all demand chain members enabled to sell profitably at a lower 

channel cost by means of an IT enabled system. It enabled demand chain management 

applications allow firms to have a system of continuous replenishment in small quantity 
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to optimize the shelf space and investment of their demand chin members. It also 

facilitates firms in redefining pull and push strategies. IT facilitates firms to have pull 

strategy for demand chain members and push strategy from last demand chain member to 

consumers as shown in the Figure-4.4.      
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Figure-4.4: Pull Based Push Strategy 
 
4.5 Chapter Summary 
Based on forgoing discussions, it can be summarized that there is amazing transformation 

in the mindset of the corporate world about the functions of distribution from routine to 

strategic one.  The major reasons for such a transformation are (a) global competitive 

scenario and (b) revolution in the field of information and communication technologies. 

Firms have experienced that sustainable competitive advantage cannot be made possible 

by product features, competitive price, and heavy promotion. Distribution ensures 

sustainable competitive advantage, greater market dominance, and long-term 

performance of business. Distribution strategies are based on some proactive 

philosophies like long-term commitments, structure for recruitment, selection, training 

and development, and partnering relationships to exploit each other resources and 

expertise. Marketing intermediaries have gained power due to availability of a large 

number of products resulting into no product differentiation. Their push efforts make a 

difference in the marketplace and generate volume of sales for long-term performance of 

business. Traditionally, advertising has been largely used as tool for mass brand building 

exercises.  But, mass brand management is no more effective due to disparities in the 

taste and preferences of customer groups along with information overload on daily basis. 

That is why, local brand building, point-of-sale promotional strategies are largely in 

practice for the present. These promotions are largely rooted through intermediaries.  

Information technology is redefining the whole system of distribution practices and 

management. It provides new opportunities as well as pose new threats on continuous 
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basis. It enables firms to shift from Make-and-stock and/or Make-and-sale to Sense-and-

respond distribution strategy. Because, new distribution philosophy emphasizes on 

continuous efficient replenishment in small quantities to optimize time and costs in the 

ordering process, efficient store assortments to improve productivity of retail space and 

inventory, maximize promotion efficiency, real-time communication of information 

seamlessly, JIT and flexible systems for quick response, and partnering channel 

relationships. Challenges imposed by IT are in terms of empowerment of customers, 

global competition, information explosion, and rapid imitation and innovations. That is 

why, firms have started recognizing distribution as a nerve of their organizations for 

sustainable competitive advantage and long-term performance of the business.  
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Chapter-5 
 

IT ENABLED DISTRIBUTION SYSTEMS 
 

 

5.1 Introduction 
A critical task for marketers in the new millennium is the efficient movement of goods 

and services from the point of production to the point of consumption. It is job of the firm 

to get products delivered to customers quickly at the lowest possible cost. This job is 

complicated by the vast array of distribution alternatives. Some firms sell directly to 

customers through the use of the Internet, telephone, mail order, or calls by firm 

salespeople. Others use marketing intermediaries such as, distributors, and retailers to get 

their goods and services to buyers. Another approach is to use agents who search for 

customers and negotiate sales but do not take title to the goods they. There are hundreds 

of ways goods and services can be distributed to customers. There is no cut and dried 

formula or methodology for it. No one distribution system can satisfy the needs for every 

firm, and so many firms use a mix of several distribution channels to reach different 

market segments.  

5.2 Distribution Systems in e-Environment  
It has been seen in Chapter-2 that conventionally, various sectors have been using various 

types of marketing intermediaries for the reach to the ultimate customers depending upon 

the nature of the product/service, characteristics of the markets and buying habits of 

consumers, availability of intermediaries, and firms own considerations. It has also seen 

that in Europe, multi-tier distribution system is prevailing in most of the industrial sectors 

mainly because of diversified market behavior, geographical wideness, company’s 

objectives and constraints, marketing objectives along with complexities of marketing 

environment. 

The second half of the last decade of the twentieth century has given a new pace to the 

jargon of distribution management, which is the outcome of the growing impact of digital 

market. New terminologies like Infomediaries, cybermediaries, virtual communities, 



71

disintermediation, reintermediation, etc. have been coined in the era of e-commerce. The 

current media hype about World Wide Web and Internet predict the demise of traditional 

distribution channels and foresee a direct Internet distribution system in the flow of 

products/services from manufacturer/service provider to consumers (Gilder, 1994; 

Benjamin and Wigand, 1995; Tapscott, 1996; Roche, 1996).  Palvia and Vemuri (1999) 

argued that considerable anecdotal evidence supports the ‘disintermediation’ hypothesis, 

but limited empirical data on electronic commerce makes it difficult to test. Until suitable 

institutions emerge to replace functions provided by middlemen, complete 

‘disintermediation’ is not expected. According to Westland and Clark (1999), “the 

technologies of electronic commerce have a truly profound impact on channel structure. 

It can eliminate intermediary institutions but does not generally eliminate the 

intermediary functions. Palvia and Vemuri (1999) further argue, “newer forms of 

intermediary will emerge in to fill the demands of e-commerce. Their role will be limited. 

Some functions (information search, aggregation, exchange and communication) of the 

traditional distribution channels are efficiently performed by electronic market 

intermediaries, while others are still performed more efficiently by the traditional 

intermediaries such as product promotions.” Tamilia et al. (2001) say that specialized 

electronic channel intermediaries have emerged to handle the business generated in the so 

called ‘new information economy.’ They further emphasize that the Internet can improve 

“information-based marketing functions and flows” compared to those done in traditional 

distribution system in terms of economic efficiency and transparency. Due to 

considerable transaction and communication costs saving potential and improved 

entrenched channel relationships, now a days, most of the companies globally have 

started integrating their distribution channel systems on the web for win-win situation to 

all (Agrawal et al. 2001).  

It is clear that prominent and gradual changes are likely to take place in the total 

distribution channel structure in e-Environment. The possible transformations may be in 

the form of disintermediation and reintermediation with various degrees of flexibility, 

complexity and requirement as shown in the Figure-6.1. These transformations will be 

significantly different from conventional distribution system and largely influenced and 

affected by technology-based information environment. 
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Figure- 5.1: Distribution Systems in the Information Technology Age 
 

DISINTERMEDIATION  

According to Chaffey, et.al., (2000), disintermediation refers to removal of intermediaries 

such as distributors or brokers that formerly linked a company to its customers. Figure-

6.2 illustrates disintermediation in graphical form for a simplified retail channel. Diagram 

(A) shows the formers position where a producer sells its products to consumer through 

the wholesaler and retailer. Diagram (B) and (C) show two different type of 

disintermediation in which the wholesaler (B) or the wholesaler and retailer (C) are 

bypassed, allowing the producer to sell products directly to consumer. 
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       (A) 
 
      (B) 
 
      (C ) 
 

Figure-5.2: Disintermediation of Distribution Channels 

The benefits of disintermediation to the firm are clear- it is able to remove the sale and 

infrastructure costs of selling through the channel. Benjamin and Wigand (1995) 

calculated that, using the sale of quality shirts as an example, it is possible to make cost 

saving of 28 per cent in the case of (b) and 62 per cent for case (c). Some of these cost 

savings can be bypassed on to the customer in the form of cost reductions.  

Thus, disintermediation may be of two types namely, complete and partial. That is, when 

all intermediaries are displaced, then it is called as complete disintermediation. When, 

some or a few are displaced or bypassed, then it is called as partial disintermediation. 

Partial Disintermediation    
It refers to reduction or bypass of few third parties the company has to trade with. In 

particular, it enables a company to sell products through less intermediaries than earlier. 

For instance, some of the players in the distribution channel for air travel are extremely 

vulnerable to bypass and disintermediation. While airlines and passengers always have a 

role, agencies and computerized reservation system (CRS) vendors are less essential. 

When airlines like, British Airways, United Airlines and Lufthansa have adopted direct 

booking and e-ticketing for their best corporate clients, disintermediated at least one out 

of agencies and CRS vendors, and pass on agency commissions to their best accounts in 

the form of upgrades, frequent flyer miles or cash rebates (Clamons, 2000). 

Complete Disintermediation (Cybermediary/Internet Distribution System) 
It refers to the removal of all intermediaries such as distributors or brokers that formerly 

linked a company to its customers (Chaffey et.al., 2000). In particular, it enables a 

company to sell directly to the customer through the Internet. This distribution system is 

called as cybermediary. Other similar terms appearing in the marketing literature, in the 

popular business press, and in practice include: doing business on the world wide web, 

electronic commerce, Internet distribution system, Internet shopping, Internet commerce, 

on-line shopping, cyberspace shopping, virtual shopping, etc. Rosenbloom (1999) in his 

Producer Wholesaler Retailer Consumer

Producer Wholesaler Retailer Consumer

Producer Wholesaler Retailer Consumer
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book used the term “Electronic Marketing Channel” and defined it as: the use of the 

Internet to make products and services available so that the target market with access to 

computer or other enabling technologies can shop and complete the transaction for 

purchase via interactive electronic means. For instance, Dell sells its computer to 

customers either through Internet or by sales force.  

The newest and most rapidly growing channel of distribution is the sale of goods and 

services using web sites on the Internet. These sites function as electronic catalogs that 

provide pictures, information, and prices on the merchandise that is available for sale. 

Interested customers complete a purchase by typing in a credit card number and then 

have the goods shipped to an address by mail or by physical delivery service providers. 

Web selling is attractive because it offers a fast way to reach customers without paper 

record keeping, brick and mortar shops, and piled-up inventories.   

REINTERMEDIATION 
Contrary to disintermediation is called as reintermediation that has equally large 

ramification. Reintermediation refers to the process of using the Internet to reassemble 

sellers, buyers and business partners in new ways (Ryan, 2002). Chircu and Kaufman 

(1999) observed that disintermediation may occur in the short-run, the disintermediated 

players are very likely to fight back and reintermediate themselves. Furthermore, firms 

have started integrating their total distribution channel through the Internet for 

enhancement of productivity, efficiency and relationships. Another dimension of 

reintermediation refers to creation of new IT based intermediaries between customers and 

suppliers providing services such as supplier search and product evaluation (Chaffey et 

al. 2000). Thus, reintermediation takes place again in two forms namely, infomediary and 

IT enabled traditional intermediary (may be called as intermediary empowerment).   

Infomediary  
In today’s digital world, a new type of intermediary has emerged in the name of 

infomediary.   The term “Infomediary” has come in circulation in the recent past, which 

is a blend of two terms namely, INFO i.e. information and MEDIARY i.e. intermediary, 

meaning “marketing intermediary in the business of information”. An infomediary serves 

as an electronic information broker, providing shopping services or information buying 

assistance to help buyers and sellers find each other (Zikmund and Amico, 2001). The 

concept of infomediary refers to a new business entity who perform as custodians, agents, 



75

and brokers of customer information and marketing it to businesses by means of easy 

access to it on behalf of consumers, while at the same time, protecting their privacy 

(Hagel III and Singer, 1999). For instance, as per one industry estimate, about half the 

lorries on American roads are running empty due to lack of mechanism to link up 

potential buyers of lorry space especially in their return journeys. So, a new organization 

namely, National Transportation Exchange (NTE) was set up, which uses the Internet to 

connect shippers who have loads they want to move cheaply with fleet managers who 

have space to fill. NTE helps create a spot market by setting daily prices based on 

information from several hundred fleet managers about the destination of their vehicles 

and availability of space facilitating best deals. When a deal is agreed, it issues the 

contract and handles payment, needs a few seconds for completion of whole process 

resulting into a win-win situation to all. NTE gets commission, the fleet manager gets 

extra revenue and a shipper gets a bargain price (www.bus.orst.edu, 2000). Hagel III and 

Singer (1999) further discussed another dimension of infomediary dealing with 

emergence of a new business opportunity in the era of buyers market. Due to paucity of 

time and limited bargaining power and ability as an individual, consumers need a trusted 

third party that will aggregate their information with that of other consumers and use the 

combined market power to negotiate with suppliers on their behalf. Infomediaries offer 

sophisticated and highly specific information search at a very low cost. For instance, 

infomediaries in financial services empowered and encouraged more individual investors 

to buy and sell stocks and mutual funds. These infomediaries are providing more in-depth 

information which traditional brokers are not providing generally to mass investors such 

as past financial statements, earning estimates, analyst recommendations, customized 

portfolio analysis, real-time quotes, etc. resulting into considerable reduction in time and 

transaction costs along with transparency and reliability of service.  

Intermediary Empowerment   
In the global competitive environment, corporate enterprises are putting their best efforts 

to redefine and streamline distribution strategy because product, price and promotion no 

more bring any core competency in most of the industrial sectors. Furthermore, due to 

huge cost saving potentiality in distribution, firms are extensively using information 

technologies for the said purpose along with empowering their traditional distribution 

channel members to exhibit their best for making a difference in the marketplace. That is 
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why, most of the corporate enterprises have already started connecting their 

dealers/stockiest network with their Internet-based system to have a win-win situation for 

both parties of relationship. Additionally, due to continuous threats of disintermediation 

in the era of e-commerce, intermediaries do need to create new value-added business 

models based on high levels of IT functionality. According to Schmitt (1999), “while it is 

inevitable that competition will eliminate intermediaries who fail to add value, low 

barriers to entry and information asymmetries will continue to attract innovation. In the 

networked economy, intermediaries with a sound understanding of the hypermedia 

environment will be able to capture customer and product information in ways to ensure 

that they have an important role to play. Indeed, some argue that an increase in the 

number of intermediaries is equally possible as any predicted demise.” The 

overwhelming highlights of this system include working methodology, transparency and 

real-time availability of information regarding order-status, shipment schedules, replies 

of inquiries, credit status, stock-status, etc. That is, information technology helps 

companies to empower its channel members. It facilitates in creating conditions for 

heightening motivation for task accomplishment through the development of a strong 

sense of personal efficacy. In other words, empowerment makes intermediaries feel 

significant and committed to achieve predetermined objectives, team-spirited, and excited 

about their work. 

5.3 Scope of Various IT Enabled Distribution Systems 
It has been seen that traditionally, multi-tier distribution system is prevailing in most of 

the industrial sectors like, publishing, FMCG, foods, pharmaceuticals, consumer durable, 

cement, fertilizer, etc. In other words, products are made available to the consumers 

through a chain of intermediaries such as, central or mother warehouses, regional 

distribution centers (internal intermediaries), followed by C&F agents, stockiest and/or 

distributors, local wholesalers and retailers (external intermediaries). So, there is every 

possibility that some or many of these intermediaries may be bypassed by the extensive 

use of IT as it has capability to take over most of the functions, which are currently 

performed by intermediaries. It has already been established that there are four possible 

types of IT enabled distribution systems namely partial disintermediation, complete 

disintermediation, infomediary, and intermediary empowerment.  
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While determining the scope of various IT enabled distribution systems for the 

adaptability, it is essential to take into consideration a variety of factors that are 

conducive to a particular IT enabled distribution system. Stanton et al., (1994) suggested 

product, market, intermediary, and company considerations for the selection of 

distribution channels. Hill and Sullivan (1996) have identified factors like, the consumer, 

product characteristics, organization, competition, environment and strategy for the 

implementation of an Internet-enabled distribution strategy. The specificity of the 

products, types of the organization and targeted markets is also expected to influence the 

design and implementation of an Internet-enabled distribution strategy (Gurou and 

Ranchhod, 1999). 

While addressing the possible transformations in the channel structure in the information-

centric environment systematically, one needs to analyze above factors carefully. 

Accordingly, four broad factors namely product characteristics, consumer sensitivity 

towards purchase decision, role of intermediaries, and distribution profile of the 

enterprise has been identified to determine the scope of various IT enabled distribution 

systems.  

Product Characteristics:  
Traditional marketing literatures characterized products in different ways- convenience, 

shopping and specialty goods (Copeland, 1923), low and high involvement products 

(Krugman, 1965), search and experience goods (Nelson, 1970), and durable and non-

durable goods (Norton and Norton, 1988). Similarly, EC literatures have classified 

products as digitized, low-priced and easily described products (Strader and Show, 1997), 

information goods (Bakos, 1998) and based on information intensity (Palmer and 

Griffith, 1998).  

All products are not fit for electronic commerce (EC). De Kare-Silver (1998) investigated 

and analyzed the main factors that can increase on-line selling efficiency for different 

products. A higher percentage of Internet-based sales will come from products, such as, 

software, entertainment or information that can be delivered on-line than from hard 

products requiring traditional delivery. Internet distribution channel is most suitable for 

firms in publishing, information services or digital products (Jones, 1994). A recent 

survey conducted for nine products and services categories on two dimensions namely, 
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“the degree of information required to purchase” and “popularity of purchasing on the 

Internet” it has been concluded that books and computer related products are positioned 

in the high information and high popularity zone. Music and electronics appear to anchor 

the popularity dimension. Entertainment products are perceived as relatively low 

information and low popularity (Kwak, et. al. 2002). The reduction of layers of 

intermediaries will take place more rapidly in the service industry than in the 

manufacturing sectors due to lower capital requirements in logistics and distribution 

functions followed by lower financing and risk sharing support of middleman (Palvia and 

Vemuri, (1999).  Baatz (1996) recognized, “for some industries, like, real state, stock 

brokerage, insurance sales, travel agencies, automotive sales, and order taking sales, new 

commerce models have the potential to replace sales people. 

Thus, for the purpose of determining the scope of various IT enabled distribution 

systems, products can be divided into three broad categories on the basis of their nature 

namely, physical, service, and non-physical. These categories are further divide in two 

sub-categories on the basis of configuration namely, simple and complex. Configuration 

of the product features deals with the technicality of the product, need of pre-sale and 

post- sale services in terms of demonstration, installation, warranty, after-sales-service, 

training for efficient use or operation, customized (value added) etc.  

Consumer Sensitivity towards Purchase Decision:  

While focusing on consumer-computer interaction in the e-commerce (EC) environment 

for purchase decision, social presence and product presence are two major dimensions 

(Johng, Jain and Ramamurthy, 2000). Social presence in the EC environment deals with 

the interaction between sellers and consumers or among consumers and can be defined as 

the degree to which a buyer psychologically perceives the seller to be physically present 

when interacting with them (Short, Williams and Christie, 1976). In the same vein, 

product presence addresses the interaction between buyers and products and can be 

defined as the extent to which a buyer psychologically perceives the products to be 

physically present when interacting with them (Johng, et al. 2001). Edward M. Tauber 

(1972) provided some very insightful observations having relevance in the era of e-

commerce. According to him, people do not shop simply to make purchases, rather, the 

desire to make a purchase is just one part of a complex set of personal and social motives 
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for shopping. Personal motives for shopping include the need to play the role of shopper, 

diversion from the routine of daily life, self-gratification, learning about new trends, 

physical activity, and sensory stimulation. Social motives for shopping include gaining 

social experience outside the home, communication with others having similar interests, 

peer group attraction, status and authority, and for some shoppers pleasure of bargaining. 

According to an annual Internet and e-commerce survey, the Global eCommerce Report 

(GeR), by marketing information company Taylor Nelson Sofres, though the number of 

people using the Net is going up, online shopping is not. The company interviewed over 

42,000 people across 37 countries to come up with some interesting findings. Of the 

Internet users surveyed, 52 per cent have never bought online or offline (a user who has 

bought goods/services outside of the Net due to data gained there), or even plan to by 

online. Security remains the biggest single concern for not shopping online, with people 

not willing to give their credit card details (Business World, January 2006). The details of 

the finding are exhibited in the Table-6.1 and Table-6.2.  
 2005 2006 
Don’t want to give credit card details/ security problem  27 30 

It’s more secure buying goods and /or services in a store 22 28 
Easier/ more fun to buy goods/services in a store  21 25 
You don’t  know what you get  18 21 
Don’t trust online brands/lack or trustworthiness 12 15 
It’s too difficult/ lack of knowledge 7 10 
Price too high/ expect lower prices on the Internet 6 9 
Time to deliver goods is too long/other delivery problems 6 8 
Products/services found on the Net are not very interesting 5 8 
Didn’t pass the credit check 2 3 
Other reasons 21 19 

 Figures as % of those who have not, and do not plan to shop online  
Table-5.1: Reasons for Absenting from Online Shopping 

 2004 2005 2006 
Internet Users 27 31 34 
Online Shoppers 10 15 15 
Online Dropouts 15 15 16 
Offline Shoppers 13 15 15 
Future Online Shoppers 14 17 18 

                                                                                              Average percentage  
Table-5.2:  The Online Shoppers 

Thus, consumer sensitivity refers to mental and physical involvement of consumers along 

with time spent in making purchase decision. In other words, it is a process by which a 

consumer identify, analyze, select and finally purchase a product out of various 
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alternatives to meet his/her needs, values and expectations while making purchase 

decision (Agrawal et al., 2002). Generally, consumers are having involvement in two 

types of functions namely, information search, and physical inspection of the product 

before final purchase decision. Information search refers to collection of information 

about various aspects such as availability of various alternative products along with 

configuration of features, their comparative analysis, price structures and payment 

schedules, point-of-purchase incentives, corporate and brand image, goodwill of the 

intermediary and his reliability for warranty and after-sales-services (if any), etc. On the 

other hand, physical inspection deals with verification of product before purchase in 

terms of shape, size, look, style, physical condition, demonstration of products for proper 

functioning, date of manufacturing, maximum retail price, etc. Global competitive 

scenario in almost all product categories (physical, service and digital) along with 

amazing growth of the Internet community has significantly empowered consumers to 

become more selective and sensitive while making their purchase decisions. They hunt 

for more specific information about various alternatives and strive for physical inspection 

of the product to compare and evaluate them for maximizing benefits at a minimum risk. 

Role of Marketing Intermediaries:  
Role of intermediaries deals with their contributions not only in the completion of 

exchange, but also in terms of long-term performance of business, sustainable 

competitive advantage, greater market dominance, demand stimulation, consumer 

loyalty, and business intelligence (Agrawal et al., 2002). It has been established in 

Chapter-5 that marketing intermediaries perform two broad sets of value addition 

functions namely, logistical and marketing. Logistical value addition ensures real time 

flow of goods and smooth exchange. Whereas, marketing value addition facilitates firms 

to make a difference in the marketplace.  

Distribution Profile of the Enterprise:  
In a recent large-scale survey of Belgian firms, Konings and Roodhooft (2000) found that 

of all firms that have access to the Internet, only 57% have their own web sites, and an 

even smaller fraction (15%) uses those sites as additional channels to sell products on-

line. Similarly, in the United States, recent estimates indicate that more than 40% of all 

businesses do not yet sell on-line (www.nua.com/surveys; www.ecommerce 

commission.org), a number that increases to more than 70% when the largest businesses 
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are excluded. Prior researches have examined the perspective that transaction in 

electronic markets will have lower costs than traditional markets (Lee, 1997,1998, Lee 

and Clark, 1996). As a result, traditional intermediaries risk being eliminated from the 

electronic markets, because buyers and sellers can interact more easily using the new 

technology (Malone, Yates and Benjamin, 1987). The Internet has already given place to 

a process of disintermediation and reintermediation. No doubt many manufacturers first 

saw the opportunity to shorten their distribution channel and to sell directly to final 

customers or users. By doing so, costs saving were anticipated because the margins 

normally given to traditional intermediaries would now remain within the firm. However, 

by internalizing tasks that had been traditionally performed by outside channel agencies, 

manufacturers realized that their cost of performing such marketing functions were in fact 

higher than when these were “contracted out” (Sarkar et.al., 1995; Tamilia et al., 2001).  

Geyskens et.al., (2002) argue that adding an Internet channel may even lead to a decrease 

in total sales when consumers buy less through the new channel than through their old 

channel- for example, when there are fewer impulse purchases through the Internet or 

when disenchanted distributors offer less support to the firm’s products, resulting in more 

brand switching towards the firm’s competitors. They further argue that powerful firms 

can get away with far more when supplementing their entrenched channel system with an 

Internet channel. Although, any firm that sets up an Internet channel should expect to lose 

at least some of the goodwill of its entrenched channels, powerful firms can use their 

market clout to ensure that these distributors continue to live up to their agreement.  In 

other words, conflicts are arising between the company and its channel members in the 

case of addition of the Internet channel as traditional middlemen are facing 

disintermediation, or the loss of their intermediary function.  

Thus, distribution profile of the enterprise refers to an audit of strengths and weaknesses 

of distribution related marketing resources of the firm. It includes firm’s distribution 

resource capability and need to maintain harmonious relationships with entrenched 

channel members. Firm’s distribution resource capability deals with strength of own sales 

force, experience of direct selling, use of the Internet as distribution channel, need for 

qualitative contribution of intermediaries for long-term performance of business, grater 

market dominance and coverage, etc. On the other hand, there is every possibility of 
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conflict with entrenched channel members in the case of disintermediation or addition of 

Internet channel in terms of support and an overall performance of the enterprise in the 

front of sales volume and image. Harmonious relationships with entrenched channel 

members involves need to keep them happy, loyal and well motivated towards trade for 

sustainable competitive advantage, and integrating by negotiation strategy for resolution 

of channel conflicts. The possibility of conflict with channel members will be more in the 

case of greater dependence on them for qualitative contributions to make a difference in 

the marketplace. 

5.4 Analyses and Results 
For the analyses and results purposes, consumer sensitivity towards purchase decision, 

role of intermediaries, and distribution profile of the enterprise have already been divided 

for various product categories. To judge the various aspects of consumer sensitivity and 

role of marketing intermediaries, questions were on the scale of 1 (not important) to 7 

(very important) followed by calculation of their respective mean. Whereas, dichotomous 

and multiple-choice questions were asked for determining the distribution profile of the 

enterprise to corporate respondents and their percentage were calculated. Table-5.3 

depicts the consumer sensitivity towards various product categories in terms of 

information search and physical inspection of the product. 

 
Importance of various dimensions for purchase decision 

in the scale of 1 (not important) to 7 (very important) 
Physical 
Products 

Service  
Products 

Digital 
Products 

Product Category
  
Factor                                                  

Simple Complex Simple Complex Simple Complex 
Information Search Components 
Availability of alternative products 

2.8 6.6 1.3 6.8 3.1 6.9 

Comparative analysis of features 2.5 6.8 1.6 6.9 3.2 6.9 
Price structure & payment schedule 2.4 6.5 2.3 6.8 3.4 6.7 
Point-of-purchase incentives/schemes 2.8 5.7 2.1 6.7 3.1 6.4 
Opinion of the expert and/or existing 
users 

2.4 5.4 1.2 6.6 2.8 6.7 

Reliability for post-purchase services 
like, warranty, after-sales-services, 
maintenance, up-gradation, etc. 

0.3 6.8 1.1 5.4 1.8 6.6 

Goodwill of the Intermediary  
(dealer/retailer) 

3.8 6.2 1.7 4.8 2.3 4.9 

 Corporate & brand image 4.8 5.9 5.7 5.1 6.1 5.5 
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Average Information Search Need 2.72 6.23 2.12 6.13 3.22 6.32 
Physical Inspection Components 
Verification of physical attributes like, 
shape, size, look, style, etc. 

 
5.2 

 
7.0 

 
-- 

 
-- 

 
-- 

 
-- 

Physical condition of the product  5.5 6.9 -- -- -- -- 
Demonstration of functionality 1.3 7.0 0.4 1.1 0.8 2.1 
Date of Publication 2.3 5.4 -- -- -- -- 
Maximum retail price 2.7 6.6 -- -- -- -- 
Physical comparison of alternative 
products for maximizing benefits at 
minimum risk 

4.8 7.0 -- -- -- -- 

Confident & intelligent purchase 
decision for value for money 

4.1 7.0 -- -- -- -- 

Average Physical Inspection Need 3.7 6.7 0.4* 1.1* 0.8* 2.1* 
* Demonstration of Product only 

Table-5.3: Importance of Various Dimensions of Consumer Purchase decision 
 

On the basis of careful perusal of Table-5.3, it is quite obvious that both aspects of 

consumer sensitivity towards purchase decision (need for information search and need for 

physical inspection of the product) are significantly different across various product 

categories such as, physical, service and digital. At the same time, it is further diversified 

even among various types of configuration in each category. For instance, need for 

information search for complex physical, simple physical, simple/standard service, 

complex/value-added service, simple digital and complex digital products are 6.3, 2.72, 

2.12, 6.13, 3.12, and 6.32 respectively. Similarly, need for physical inspection of the 

product before purchase decision, respondents attributed 6.12 and 3.7 respectively for 

complex and simple physical products. Whereas, demonstration of the product was the 

only factor identified by respondents for simple, value-added service, simple and 

complex digital products respectively with values 0.4, 1.1, 0.8, and 2.1 respectively.  

With regard to physical products exclusively, consumer respondents were asked to share 

their shopping experience and preference for future purchases solely online, online-

offline, and solely offline on the same scale of 1-7. Solely online refers to both 

information search and physical verification of product on the Internet.  Online-offline 

deals with information search on the Internet and physical inspection of the product at 

physical stores. Solely offline involve both at physical stores. Table-6.4 exhibits the 
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comparison of consumers’ shopping experience for physical products solely, online-

offline, and solely offline. 

 
Comparison of Shopping Experience 
on the Scale 1 (LOW) to 7 (HIGH) 

 

Shopping Experience Factor Solely 
online 

Online-
offline 

Solely 
offline 

Frequency of Purchase of Physical Product  F1 2.0 6.2 6.5 

Easier, Fun and Entertainment F2 4.0 6.2 6.0 

Trust worthiness of Offering F3 2.8 7.0 6.7 

Knowledge about Product F4 4.2 6.13 5.5 

Touch and feel F5 1.8 7.0 7.0 

Security of Buying/Shopping F6 2.4 7.0 7.0 

Negotiation/Bargaining Power F7 3.6 7.0 6.5 

Timely Physical Delivery of Product F8 3.0 6.0 6.0 

Confidence of Proper use of Credit Card details F9 2.6 6.2 6.2 

Confidence in Purchase Decision F10 3.0 7.0 6.25 

Variety of Offering/Alternatives F11 2.7 6.5 6.0 

Point-of-Purchase Incentives F12 3.0 5.5 5.8 

Local Credit Facility F13 1.3 6.25 6.0 

Reliability of Seller F14 2.0 6.0 6.0 

Internal and Emotional Satisfaction F15 4.2 6.7 6.7 

Minimization of Risk F16 3.0 7.0 6.0 

Average Purchase Experience  2.85 6.48 6.25 

Table-5.4: Consumer Shopping Experience for Physical Publishing Products 
 
On appraisal of Table-5.4, it is apparent that the acceptance and adaptability of the 

Internet as distribution channel by consumers is very low (average 2.85). They strongly 

prefer to make purchases from physical stores due to various factors (average 6.25). At 

the same time, they also prefer strongly to collect information on the Internet before 

visiting stores to inspect and make purchase decision especially for complex physical 

products (6.48). Figure-5.3 portrays their relative positions.    
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Figure-5.3: Consumer Shopping Experience for Physical Publishing Products 
 

It has already been discussed that to a greater extent, multi-tier and 2-tier distribution 

systems are prevailing for simple and complex physical products industry respectively, 2-

tier and 1-tier for standard services, 1-tier for value-added service, simple and complex 

digital products industries in Europe. T-1 represents that intermediary who is nearer to 

the manufacturer/service provider and T-2/T-3 is closer to consumers. Accordingly, 

Table-5.5 exhibits the perception of corporate respondents about the role of 

intermediaries in terms of logistical and marketing value addition in their total marketing 

strategies for various industrial sectors (physical products, service and digital products) in 

the new environment. 

 

Role of Intermediaries in the scale of 
I (not important) to 7 (very important) 

Simple Physical 
Products 

Complex 
Physical 
Products 

Simple 
 Service 
Products 

Complex 
Service  
Products  

Simple 
Digital  

Products 

Complex 
Digital 

Products 

Role of Intermediaries

Value Addition Factors 

T-1 T-2 T-3 T-1 T-2 T-1 T-2 T-1 T-1 T-1 
Logistical Value Addition 
Breaking Bulk 

6.2 4.2 5.4 5.9 4.7 00 00 00 00 00 

Accumulation 5.8 4.3 5.5 5.8 4.5 00 00 00 00 00 
Assortment/ As per specification 5.7 4.7 5.9 5.6 4.5 0.5 2.3 3.9 2.8 4.6 
Systematic exchange settlement 4.9 4.3 4.9 5.8 4.8 1.2 2.6 2.8 3.5 4.3 
Timely, intact movement & 
Delivery of products 

5.9 5.1 5.3 6.4 6.5 3.2 4.6 5.9 2.1 5.4 

Availability  & proper storage of 5.2 5.2 5.1 6.3 5.9 00 00 00 1.5 00 
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Products 
Order processing 5.2 4.3 4.9 5.0 4.3 0.7 1.7 1.8 1.3 4.1 
Economic of scale in distribution 5.1 3.4 4.6 4.8 4.0 00 00 00 00 00 

Average Logistical Value 
Addition 

 
5.5 

 
4.5 

 
5.2 

 
5.7 

 
4.9 

 
0.7 

 
1.4 

 
1.8 

 
1.4 

 
2.3 

Marketing Value addition 
Market coverage & penetration 

4.8 5.8 6.1 6.2 6.7 3.7 4.2 6.8 3.0 4.8 

Facilitating buyers in 
information search 

4.9 3.7 6.4 3.0 6.7 0.3 2.1 6.7 2.6 6.8 

Supporting buyers in their 
purchase decision  

1.3 3.8 6.0 2.6 6.7 0.4 3.9 6.6 2.2 6.7 

Product holding & risk-sharing 3.6 5.2 5.3 5.8 6.2 00 00 00 2.1 1.2 
Local promotion and brand 
building 

0.4 3.8 6.3 3.2 6.7 2.8 3.8 6.4 4.6 6.4 

Prominent display 0.2 1.2 6.4 0.8 6.8 0.4 1.2 4.3 3.2 5.5 
Local credit (if any) 0.3 3.6 4.6 3.8 5.4 1.2 2.1 5.8 2.8 2.8 
Push efforts to generate sales 0.4 4.1 6.7 3.6 6.6 1.9 3.4 5.8 4.6 6.6 
Trust building 0.8 3.6 6.5 3.8 6.5 1.8 4.4 6.6 4.1 6.7 
Information sharing with firm 
Product performance 

2.3 3.8 5.8 3.6 6.3 1.7 2.6 5.8 2.1 5.8 

Market knowledge 1.2 4.2 5.7 3.6 6.4 2.3 3.6 6.6 1.8 4.3 
Consumer taste & preference 1.7 2.6 6.4 3.3 6.4 2.1 4.9 5.8 2.3 6.3 
Dynamic pricing effectiveness 2.5 3.4 4.1 3.8 6.4 0.3 3.6 5.2 2.0 5.3 
Competitors’ actions & reactions 0.5 3.9 5.3 3.8 6.5 2.4 3.8 6.3 1.8 4.2 
Effectiveness of current 
promotional strategy 

0.6 2.8 3.9 3.1 5.9 1.2 3.1 4.8 2.1 3.1 

Average Marketing Value 
Addition 

 
1.4 

 
4.3 

 
5.7 

 
3.6 

 
6.4 

 
1.5 

 
3.1 

 
5.5 

 
2.8 

 
5.1 

Table-5.5: Role of Intermediaries in various publishing Sectors 
 

On the perusal of Table-5.5, it has been observed that logistical and marketing value 

addition role of various marketing intermediaries are different in different product 

categories and at the same time, different levels have different contributions in terms of 

logistical and marketing value addition. For instance, T-1 contributes 5.5 and 1.7, T-3 

provides 5.5 and 5.7 logistical and marketing values respectively in the simple physical 

product industry. With regard to distribution profile of the enterprise, corporate 

respondents have given mixed opinion, which cannot be differentiated for various 

product categories industrial sectors. It reflects the need and requirement of individual 

enterprise, and market conditions. A summary of their opinion of the respondents who 

agreed with various statements in percentage is portrayed in the Table-5.6.     

 

Distribution Profile Factor 

Simple 
Physical 
Products 

Complex 
Physical 
Products 

Simple 
Service 
Products 

Complex 
Service 
Products 

Simple 
Digital 

Products 

Complex 
Digital 

Products 

Direct Selling of Products to 
Consumers 

20 22.22 40 20 60 40 
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Long-term Performance of Business 
Depend on Qualitative Contribution 
of Intermediaries 

86.33 88.88 60 80 60 80 

Using or Planning to use Internet as 
Distribution Channel for Mass 
Marketing  

00 7.41 40 40 40 20 

Use of Integrating by Negotiation 
Strategy to Resolve Channel 
Conflicts 

100 100 80 80 80 80 

Need to keep Channel members 
Happy, Loyal, and Well Motivated 
towards Trade 

93.33 92.29 60 80 60 80 

                                                                                                                                      In percentage     

              Table-5.6: Distribution Profile of Enterprises of various Product Categories  
On the perusal of the Table-5.6, it is clear that non-physical product enterprises are 

having better direct distribution strengths than physical product enterprises but they too 

are considerably dependent on marketing intermediaries for sustainable competitive 

advantage and long-term performance of business. 

Table-5.7 shows the opinion of respondents regarding their preference to bypass external 

intermediaries in the situation of partial disintermediation in publishing industries.  

Children books C&F- 73.3% Stockiest- 26.7% Retailer- 0% 
Scientific books Distributor- 100% Dealer- 0% 

Table-5.7: Preference for Partial Disintermediation of Intermediaries 
 

5.5 Strategic Implications 
Strategic implications of above analyses and results facilitate in the development of 

framework for adoption of various IT enabled distribution systems namely, partial 

disintermediation, complete disintermediation, infomediary, and intermediary 

empowerment. The development of a framework strategically is based on above four 

broad factors namely, product characteristics, consumer sensitivity towards purchase 

decision, role of intermediaries, and distribution profile of the enterprise.  

Product Characteristics: 

 Product characteristics involves two things namely, nature of the product and 

configuration of the product features. The nature of the product may be physical or non-

physical. Configuration of the product features deals with the technicality of the product, 

pre-sale and post-sale services need in terms of demonstration, installation, warranty, 

after-sales-service, training for efficient use or operation, customized (value added) etc. 
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Thus, this dimension can be classified as simple and complex. So, with the help of above 

two dichotomous dimensions, a strategic framework has been developed for addition of 

various IT enabled distribution systems in the form of GRID as shown in the Figure-6.4. 

 

 

 

 

 

 

 

 

 

 

 

Cybermediary: Addition of cybermediary in channel portfolio should be made in that 

case where the nature of the product is non-physical (digital or services) and 

configuration of the product features is simple. 

Partial Disintermediation: This IT enabled distribution system should be initiated by 

the firm in that case where product is physical in nature and its configuration is simple.  

Infomediary: Addition of this new channel is quite appreciable in that case where the 

nature of the product is non-physical and its configuration of features is complex. 

Intermediary Empowerment: Firms should initiate intermediary empowerment by 

extensive use of information technology solutions when the nature of the product is 

physical and its configuration is complex. 

Consumer Sensitivity towards Purchase Decision:  
After careful perusal of the Table-5.3, it is obvious that consumer sensitivity towards 

purchase decision differs across various product categories such as, physical, service and 

digital also diversified even among various types in each category. For the development 

of a strategic framework for adoption of IT enabled distribution systems, it has been 

recognized that consumer sensitivity towards purchase decision has dichotomous 

attributes namely, Low and High. As shown in the Table-5.8, low sensitivity attribute has 

Nature of the Product 
NON-PHYSICAL PHYSICAL 
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Figure-5.4: Product Characteristics’ GRID for Adoption of IT Enabled Distribution Systems 
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been assigned to those product categories whose average total sensitivity is less than 3.5 

and high for 3.5 and above.  
 

                               Factor    

  Product Category 

Average 
information 

Search 

Sensitivity 
Attribute  

(LOW/HIGH) 

Average 
Physical 

Inspection  
of Product 

Sensitivity  
Attribute 

(LOW/HIGH) 

Simple Physical Product 2.72 LOW 3.7 HIGH 

Complex Physical Product 6.23 HIGH 6.7 HIGH 

Standard Service Product 2.12 LOW 0.4* LOW 

Value-added Service Product 6.13 HIGH 0.7* LOW 

Simple Digital Product 3.22 LOW 0.8* LOW 

Complex Digital Product 6.32 HIGH 1.1* LOW 

                                                           *Demonstration of Product 

 
Thus, consumers are less sensitive for information search for simple physical, standard 

service and simple digital products. At the same time, they are highly sensitive for 

complex physical, complex or value added service and complex digital products. 

Furthermore, they are less sensitive for physical inspection of all types of service and 

digital products. They are only concerned about demonstration of these products. And 

sensitivity is high for both simple and complex physical products. Accordingly, with the 

help of above two dichotomous nature dimensions, a strategic framework of consumer 

sensitivity towards purchase decision can be developed in the form of a GRID, which 

describes the scope for adoption of various IT enabled distribution systems by the firm as 

shown in the Figure-5.5. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Table-5.8: Consumer Sensitivity Attribute 
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Figure-5.5: Consumer Sensitivity GRID for Adoption of IT Enabled Distribution Systems
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Cybermediary: This IT enabled distribution system should be added in the existing 

distribution channel portfolio by the firm in a situation where consumers’ need for 

information search and physical inspection of the product before arriving at final 

purchase decision are low. 

Partial disintermediation: Firms may initiate partial disintermediation in a situation 

where consumers’ need for information search is low but physical inspection of the 

product is high before arriving at final purchase decision. 

Infomediary: Companies may add infomediary as a new channel member in the 

dynamics of channel system when consumers’ need for information search is high but 

physical inspection of the product is low for making final purchase decision. 

Intermediary Empowerment: Corporate enterprises should redefine their traditional 

distribution system by integrating them on the Web when consumers’ need for 

information search and physical inspection of the product are high. 

Role of Intermediaries:  

As shown in the Table-5.5, there is divergence in the value addition made by various 

intermediaries across various product categories. For simplicity, specific attributes have 

been assigned to value addition namely, Low and High. Low refers to less than 3.5 value 

contribution and high represents 3.5 and above in the scale of 1 to 7 as portrayed in the 

Table-5.9.   

Value Addition
Factor Wise Role of 
Distribution Channel 

Logistical 
Value 

Addition 

Logistical 
Value 

Attribute 

Marketing 
Value 

Addition 

Marketing 
Value 

Attribute 
T-1 5.5 High 1.4 Low 
T-2 4.5 High 4.3 High 

Simple Physical Product 

T-3 5.2 High 5.7 High 
T-1 5.7 High 3.6 High Complex Physical Product 
T-2 4.9 High 6.4 High 
T-1 0.7 Low 1.5 Low Standard Service Product 
T-2 1.4 Low 3.1 Low 

Value-added Service Product T-1 1.8 Low 5.5 High 
Simple Digital Product T-1 1.4 Low 2.8 Low 
Complex Digital Product T-1 2.3 Low 5.1 High 

 
 
Accordingly, it has been observed that in the case of simple physical products T-2 and T-

3 are providing high value addition contribution on both fronts, and T-1 contributes high 

Table-5.9: Role of Intermediaries and Value addition Attributes 
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logistical value and low marketing value. In the case of complex physical products, both 

T-1 and T-2 provide high logistical as well as marketing values. Whereas, intermediaries 

add low logistical and marketing values in the cases of standard service and digital 

products. At the same time, they contribute high marketing and low logistical values in 

the cases of value-added service and complex digital products.  

While addressing to its impact on distribution channel structure in the information 

technology environment, it is advocated that there is every possibility of transformation 

as some of the functions may be taken over by IT and some others may be managed more 

efficiently by outsourcing the services of 3PL. For instance, partial disintermediation may 

take place in the case of simple physical products and T-1 may be bypassed and his high 

logistical value addition function may be assigned to 3PL service providers.  Whereas, in 

the cases of value added service products and complex digital products, intermediaries 

contribute significantly in the addition of marketing value as shown in Table-5.7. Hence, 

their marketing value addition role may be taken over by infomediaries as neither 

logistical value addition nor physical inspection, are significant issues in these product 

categories. At the same time, intermediaries are simply middlemen in the cases of 

standard service and simple digital products and so, companies may opt for Internet 

distribution system and use 3PL for mere delivery of the product, if required. 

Thus, for the adoption of various IT enabled distribution systems strategically, two 

dimensions of role of intermediaries have been recognized namely, logistical value 

addition and marketing value addition, which are low or high. With the help of these two 

dichotomous nature dimensions, our strategic framework for the purpose in the form of a 

GRID, which is shown in the Figure-5.6. 
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Figure-5.6: Intermediaries’ Role GRID for Addition of IT Enabled Distribution Systems 
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Cybermediary: Firms should add Internet distribution channel in that situation when 

intermediaries add low logistical as well as marketing values. This type of distribution 

system is most suitable for simple service and digital product industries. 

Partial Disintermediation: Firms should adopt the strategy of partial disintermediation 

in the case where intermediaries add high logistical value and low marketing value. More 

specifically, only those intermediaries should be disintermediated who do not have direct 

interface with consumers resulting into low marketing value. Their high logistical value 

addition function should be replaced by outsourcing the services of third party logistics 

service providers (3PL) as they are more professionally expert to undertake this 

responsibility and ensure more economy of scale. 

Infomediary:  Addition of infomediary distribution channel will be most suitable in the 

situation where intermediaries add more marketing value and less logistical value as it 

happens in the digital products and service industries. 

Intermediary Empowerment: Firms should initiate integrating distribution channel 

members on the Web in the situation where they add high marketing as well as logistical 

values, which is happening in most of the physical product industries.   

 

Distribution Profile of the Enterprise:  

Table-5.6 shows that there is almost a considerable degree of similarity in the opinion of 

the respondents across various product categories industrial sectors due to limitation of 

marketing and distribution resource capabilities along with prevailing market scenario. 

So, it is very difficult to have a strategic framework on the basis of quantitative data. But 

in principle, one can develop a strategic framework for adoption of various IT enabled 

distribution systems on the basis of same two dimensions namely, distribution profile of 

the enterprise and need for harmonious relationships with entrenched channel members. 

These two dimensions may be dichotomous in nature in terms of Low and High as 

exhibited in the Figure-5.7.  
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Cybermediary:  Firms should add Internet distribution channel in the case where their 

distribution resource profile is high and need for harmonious relationships with 

entrenched channel members is low.  

Partial Disintermediation: Firms should adopt the strategy of partial disintermediation 

in the situation where they have high distribution resource profile and need for 

harmonious relationships with entrenched channel members. 

Infomediary:  Adoption of infomediary as a new channel should be initiated by firms 

when they have low distribution resource profile and need for harmonious relationships 

with entrenched channel members.  

Intermediary Empowerment: Firms should initiate intermediary empowerment by the 

extensive use of information technology in the situation when they have low distribution 

resource profile and high need for harmonious relationships with entrenched channel 

members. 

5.6 Chapter Summary 
On the basis of above discussions and analyses, it can be summarized that there is every 

possibility of transformation in the traditional distribution channel structure in the e-

Environment. These transformations are taking place in the form of disintermediation and 

reintermediation. Disintermediation may be either partial or complete whereas, 

infomediary and intermediary empowerment are the emerging formats of 

reintermediation. Presently, Internet as a distribution channel is largely not in practice for 

mass marketing. But the scope of B2B e-commerce is very promising and bright future 
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Figure-5.7: Distribution Profile GRID for Adoption of IT Enabled Distribution Systems
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that can enhance firms’ capability to improve efficiency, productivity, transparency, and 

partnering relationships with demand chain members. 

A most favorable strategic framework for adoption of various IT enabled distribution 

systems in the total portfolio of distribution management is as follow: 

1. Addition of cybermediary channel will be most suitable when 

• Consumer need for information search and physical inspection of product are low; 

• Products are non-physical and their configuration of features is simple; 

• Existing intermediaries add low logistical as well as marketing values, and  

• Firms have high distribution resource profile and low need for harmonious 

relationships with entrenched channel members. 

In other words, the most favorable situation for addition of cybermediary (Internet 

distribution system) by firms include information-centric products, highly branded 

products with strong brand loyal consumer base who can even wait for delivery, need not 

push effort of intermediaries. At the same time, firms are having strong distribution 

resources and want to target new markets and less chance of conflicts with entrenched 

channel members. 

2. Initiative for partial disintermediation by f publishing firms will be most suitable when 

• Consumer need for information search is low but physical inspection of the 

product is high before making final purchase decision; 

• Products are physical in nature and their configuration of features is simple; 

• Intermediaries add more logistical and less marketing values, and  

• Firms have enough distribution resource profile and high need for harmonious 

relationships with entrenched channel members. 

That is, in the partial disintermediation, only those existing intermediaries should be 

bypassed who are not having direct and close interface with consumers. Furthermore, 

their high logistical value addition functions should be replaced by outsourcing the 

services of third party logistics service provider, as they are more professionally expert to 

undertake this responsibility and ensure more economy of scale. This strategic move of 

the firms is generally aimed at increasing market dominance and competitive 

effectiveness, improving service quality, value and satisfaction, and decreasing 

distribution and logistical costs by means of tight and smaller demand chain. 
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3. Infomediary distribution channel should be added in the existing dynamics of channel 

management in the situation when 

• Consumer purchase decision largely depends on value-added information and less 

on physical inspection of the product; 

• Products are non-physical in nature and their configuration of features is complex; 

• Intermediaries add marketing vale significantly and low logistical value, and 

• Firms have strong distribution resource profile and low need for harmonious 

relationships with entrenched channel members. 

Thus, those companies should add infomediary as channel members who deal in complex 

digital products, and complex services (financial, tour and tourism, etc.). They want to 

empower consumers by providing value-added information facilitating them in the search 

of nearest and best suppliers and their products to support them in making purchase 

decision. These value-added services entrenched channel members are generally not able 

to provide, willing to enter in new markets and having strong marketing resources and 

chances of conflicts with entrenched channel members are also low. 

4. Initiative for intermediary empowerment by firms will be most suitable when 

• Consumer needs a variety of information especially point-of-purchase information 

along with physical inspection of products before making final purchase 

decisions; 

• The nature of product is physical and its configuration of features is complex; 

• Intermediaries contribute both logistical and marketing values significantly 

making a difference in the market place, and 

• Firms have low distribution resource profile and high need for harmonious 

relationships with entrenched channel members mainly due to prevailing cutthroat 

competition. 

So, publishing firms should initiate empowering their distribution channel members by 

integrating them on the web and use IT solution extensively when a large number of 

undifferentiated products are available in the market resulting into buyers market. 

Physical products with complex configuration of features need push efforts of 

intermediaries because their extra-ordinary zeal for excellence that makes a difference in 

the marketplace. It reflects limited distribution resources of firms and possibility of 
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conflicts with entrenched channel members in the case of addition of the Internet as a 

distribution channel. Here, limited distribution resource profile refers to inability of firms 

to differentiate itself on the basis of product, price and national/mass promotion. This 

results into greater degree of dependence of firms on intermediaries in terms of local 

promotion and brand building, goodwill of intermediary, prominent display, support and 

assistance in consumer purchase decision, and push effort for generation of volumes of 

sales. This is happening in most of the cases of physical product industries.   
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Chapter-6 
 

IT ENABLED DEMAND CHAIN MANAGEMENT MODEL 
 
6.1 Introduction 
A business model is the mechanism for the conduct of business by the firm to position 

itself within the value chain of its industry. It spells out the value proposition of a firm to 

differentiate itself from rivals to gain sustainable competitive advantage. In other words, 

a business model is a blue print of major aspects for operations of the business of the firm 

in terms of architecture for the product, service and information flows including 

description of the various business partners and its role, and a description of the potential 

benefits for the various business participants. Accordingly, the proposed business model 

for demand chain management highlights a new value proposition. Thereafter, it spells 

out economics of the model, underlying principles, IT enabled demand chain system, 

possible information flows across the value chain, measures for partnering demand chain 

relationships, road map for successful implementation of new model, and performance 

scorecard for self-diagnostic, evaluation and control.   

6.2 IT Enabled Demand Chain Business Model  
In the prevailing dynamic and erratic environment, publishing firms must now manage 

increasing levels of complexity. It include extended hours; an increased workload in parts 

of the value chain by virtue of smaller, more frequent ordering and delivery; an expanded 

geographic base; shorter time frames; and a higher emphasis on time accuracy and 

excellence in service delivery. At the advent information technology, new kind of 

business model is emerging. In this new economy publishing firms are creating new 

business models and reinventing old models to acquire new value proposition. Internet 

and e-commerce provides a special impetus to value net business model to achieve both 

superior customer satisfaction and firm profitability. An IT enabled business model is 

dynamic, high performance network of customer/supplier partnerships and information 

flow. The value chain is the utility creating value proposition and/or service that a 

publishing firm offers to customers. Taking into consideration various issues and 
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challenges identified in earlier chapters, a new IT enabled business model for strategic 

demand chain management is proposed.    

While developing an IT enabled business model for strategic demand chain management, 

a new value proposition is defined in terms  “RESPECT” taking into consideration the 

key opportunities, challenge, and issues, which is portrayed in Figure-8.1 
  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

6.2.1 Economics of the Proposed Demand Chain Management Model 
A large stockpile of inventory at various Stock Keeping Units (SKUs) results in demand 

chain pitfalls (Lee, 2002). Some common pitfalls identified by him are single approach 

for demand forecasting is not reliable, data cleaning is performed perfunctorily, and 

differentiation between systematic and random change is not handled rigorously resulting 

into demand forecasts errors, lack of computational efficiency and speed, replenishment 

methodology is simplistic or is same for all SKUs, bullwhip effect is ignored or is tackled 

Figure-6.1: Value Proposition of IT enabled Demand Chain management 

‘E’ 
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• Space

E- Efficiency 
• Store Assortment 
• Continuous replenishment in 

small quantity without stock outs
• Promotion 
• Product introduction

S- Speed 
• Operational Information 
• Coordinating Information 
• Tracking & Tracing 
• Feed-back 
• Business Intelligence 

P- Process 
• Working Methodology 
• Specific Role & Power 
• Deployment of Resources

E- Economy of 
Scale 

• Transaction Cost 
• Inventory Cost 
• Communication Cost

C-Collaboration 
• Pooled resources 
• New Opportunity 
• Synergistic Effects 
• Shared Minimum Risks 
• Innovative Excellence 

T-Trust 
• Transparency in Operations 
• Loyalty and shared Value 
• Respect for Each Other
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incorrectly, and time-phased forecasts for demands and lead times are inadequately 

calculated and utilized. Thus, major reasons behind such a scenario may be largely due to 

invisibility of demand pattern, communication gaps across the demand chain, long-term 

demand forecasting horizon, safety stock due to poor and intermittent replenishment 

policy, trade promotion for product push, and conventional shipment system. 

Furthermore,  the book publishing firms in Europe are using multi-tier distribution 

system resulting into huge amount of pipeline inventory. In other words, pipeline 

inventory quantity across the demand chain is a function of all above variables. i.e., 
 

),,,,,,,( TPRDPARPIVRDLfI iitiitiiip =  
                        1,0 ≥+≥ iii RDPALwhere  

Ip  = Pipeline inventory across the demand chain  

Li = Number of layers in the demand chain 

Di = Demand per day at ith layer 

Rti = Replenishment time (in days) at ith layer from (i-1)th layer 

IVi = Information visibility at ith layer 

RPti = Rolling plan time (in days) for demand at ith layer  
PAi = Availability of product for physical assessment at ith layer 

RDi = Ready delivery in required quantity (service quality) at ith layer each time 

TP = Trade promotion for product push 

Again, minimum inventory quantity at ith layer (Imi) 
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αi = Uncertainty factor depends on variance in demand per day and variance in   

        replenishment time at ith  layer which ranges from 0 to 1.  

When  α = 0, there is no variance in demand and replenishment time resulting into no 

stock-out. But in reality, a continuing problem for most firms is the inaccuracy of 

forecasts. It seems that no matter how sophisticated the forecasting techniques employed, 

the volatility of markets ensures that the forecast will be wrong.  Forecasting errors are 

the root cause of uncertainty that further lead to variance in demand as well as increased 

…….eq.-1 

……….eq.-2 
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replenishment time. Furthermore, demand volatility is tending to increase, often due to 

competitive activity, new promotion strategy or price changes as a result of changed 

purchasing pattern of demand chain members.  In such situations, forecasts are prone to 

error. The conventional response to such a problem of uncertainty has been to increase 

the safety stock to provide protection against forecast error as well as variance in demand 

and replenishment. That is why, α=1 represents the highest degree of uncertainty in 

variance in demand and variance in replenishment time.  

Thus, Pipeline Inventory across the demand Chain  
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However, it is surely preferable to reduce replenishment times across the demand chain in 

order to reduce forecast error and hence reduce the need for inventory.  In other words, 

the value of uncertainty can be minimized by smallest possible replenishment time, 

which is the sum total of shipment time (Sti) and order processing time (OPti) at each 

layer (in days). i.e.,  

                                           tititi OPSR +=  

In order to minimize pipeline inventory, one has to minimize number of layers in the 

demand chain, replenishment time (in days) at ith layer from (i-1)th  layer, rolling plan 

time (in days) for demand at ith layer, and uncertainty factor in terms of variance in 

demand per day and variance in replenishment time at ith  layer. At the same time, it is 

also required to maximize information visibility across the demand chain to prevent 

stock-out situation. The proposed model of demand chain management to address various 

prevailing and evolving issues along with emerging business environmental opportunities 

and challenges strategically is based on the philosophy of “Sense-and-Respond.” In 

other words, it emphasizes on quick response to demand based on real-time 

communication of information about requirements so that pipeline inventory can be 

minimized and annual inventory turn can be increased. Variance in demand and order 

processing time can be minimized by complete visibility of current demand and its 

pattern along with real-time communication of information about product requirements 

and stock position. It also followed by speedy processing of data and its simultaneous 

……….eq.-3

………eq.-4 
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communication to different places for immediate action ensuring timely and promised 

delivery of goods. Shipment time can also be reduced by the use of more professionally 

equipped third party logistics service providers than the conventional transporters. 

Furthermore, efficiency of the demand chain can be significantly improved by the 

extensive use of information and communication technologies by way of 

disintermediation and reintermediation.   

To meet the challenges imposed by the business environment and overcome pitfalls 

prevailing in the existing demand chain management, IT enabled solution is the need of 

the hour because of its philosophical base. Followings are the underlying philosophical 

principles of the proposed demand chain business model, which will ensure real time 

quick response and hyper-responsiveness:  

Principle-1: Minimize the Number of Layers 
In the new demand chain model, restructuring of the present demand chain has been 

proposed in terms of disintermediation and/or reintermediation. For the publishing 

industry, it has been proposed to disintermediate C&F agents, and regional distribution 

center and distributor for durable industry. Justifications behind such a step are as follow: 

• More members in the demand chain will lead to more stockpile, handling, carrying 

and product costs, and lock up of working capital.  

• More members in the demand chain also results in lack of coordination, collaboration, 

and trust resulting into poor relationships.  

Partial disintermediation and intermediary empowerment are most suitable strategic 

situations for physical product industries. While restructuring demand chain, a strategy 

has been framed on the basis of four factors namely, product characteristics, consumer 

sensitivity towards purchase decision, role of intermediaries, and distribution profile of 

the enterprise. It has been concluded in Chapter-5 that different marketing intermediaries 

add different logistical and marketing values to the value chain. So, disintermediation of 

only those intermediaries should be made who do not have direct interface with 

consumers and so add low marketing value. Their high logistical value addition functions 

should be replaced by outsourcing the services of third party logistics service providers, 

as they are more professionally expert to undertake this responsibility and ensure more 

consistency and reliability of services. Reintermediation is also proposed by the extensive 
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use of information and communication technologies to the extent of RDC, stockiest and 

retail chain stores. Local wholesaler may not be reintermediated because of the fact that 

firms cannot have direct control and interference with them. At the same time, retailers 

again cannot be reintermediated due to their small volume of sales and dealings with a 

large number of firms. 

Principle-2: Adopt Pull based Push Strategy 

It has been seen in Chapter-4 that forward buying policies to push products only 

complicate costs, increasing inventory level across the demand chain, and can be a 

measure for short-term gains in sales volumes. IT can felicitate firms to overcome from 

this situation and they can redefine its pull and push strategies. According to this 

principle, firms should initiate a pull based push strategy. In other words, there should be 

a pull strategy for demand chain members and push strategy for consumers from last 

demand chain member. Thus, this principle advocates change in the format of trade 

promotion. It emphasizes on the fact that the objective of such promotional schemes for 

demand chain members should not be on immediate increase in sales volume by way of 

additional quantity discounts. But the focus should be on rewards for their significant 

contribution in value addition as discussed in Chapter-5.    

Principle-3: Provide a Common View of Demand 
An efficient demand chain must be designed around a comprehensive understanding of 

the consumer that can be communicated and analyzed across the enterprise and demand 

chain. Obtaining an accurate and common view of customer and consumer demand is 

critical to appropriately tailor its business, manufacturing, and product development and 

demand chain processes to respond to the pull of actual demand. In the customer-driven 

business environment, it is essential to have a common view of demand among all 

members of the demand chain, which can reduce variability and errors within an 

organization and across its demand chain. Any error or variability in the demand at any 

point of time at any demand chain member level results in either over stocking or stock-

out situations. Industry researches show that any disparate or unreliable view of customer 

demand encourages members of the demand chain to squirrel away inventory or “safety 

stocks” as protection against sudden spikes in demand or dip in supply. In the proposed 

model, it has also been proposed a specific position in the organizational structure at the 
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top level. The designation of this position is “Chief Demand Chain Officer (CDCO)” 

reporting directly to the CEO or CMD. The nature of job of this position is quite strategic 

reflecting the transformation in the mindset of the corporate enterprises towards demand-

centric business model responsible for demand oriented planning and approach.  

Principle-4: Have Business Intelligence for Optimization  
To efficiently act on demand, every member of the demand chain must have the ability to 

translate demand data into meaningful knowledge of customer and consumer 

requirements and how their requirements can be fulfilled quickly and cost efficiently. 

Such rapid decision-making ability will require to utilize sophisticated planning, 

reporting and analysis tools that consider consumer demand in conjunction with the 

resources- raw materials, production capacity and distribution channels- available to 

fulfill that demand. 

Efficient and highly responsive demand chain brings competitive advantage in business 

and able to realize significant process and cost reduction benefits in inventory, 

transportation, warehousing, cycle time reductions, and responsiveness. For the 

optimization of demand chain efficiency, it is essential to a intelligence system for 

consumer profiling, stockiest profiling, RDC profiling, product profiling, dynamic 

pricing policy framework, promotion policy framework, and competitors’ action and 

reaction management. Business intelligence system should start from last layer of the 

demand chain for his market and move backward till CDCO level.   

Principle-5: Develop Multiple Supply Networks   
Successful and pro-active firms always establish, manage and maintain a “dynamic 

network.” Supply to demand chain should me made from multiple sources that can 

rapidly assemble and adjust to respond to the requirements or requests of customers to 

meet extra-ordinary unforeseen fluctuation the demand. Efficient management of the 

demand chain require a high degree of cooperation and coordination between company 

and its channel members, transportation firms, and other trading partners, and involving 

all participants including suppliers in planning, forecasting, productivity, cost 

improvement, and new product development initiatives.  

Principle-6: Continuous Replenishment in Small Quantity    
The underlying logic of continuous replenishment refers to supply of goods by the firm 

based directly upon warehouse shipment and inventory data of distributor and/or retailer 
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rather than upon receipt of their generated purchase orders. Electronic communication of 

Information about demand chain members’ product requirements for continuous 

replenishment in small quantity electronically to the manufacturer on daily basis provide 

much quicker and more accurate feedback on consumer demand behavior than the 

traditional ordering process. The potential benefits of continuous replenishment 

mechanism are in terms of increased inventory turn, better service levels, reduced stock-

outs, less working capital requirement, and more return to all. 

Principle-7: Information Transparency and Visibility across the Demand Chain 
Seamless flow of information across the demand chain is essential to reduce lead times 

and to achieve greater coordination. This flow includes sharing end-consumer demand 

information as well as sharing visibility into inventory on hand, product in transit, sales 

forecasts, and even decision quality. Indeed, the lack of visibility beyond the immediate 

trading partners in the demand chain can undercut results. For example, in a multi-

echelon network, forecasts that depend solely on the demand signals from immediate 

downstream customers results in excessive safety stock resulting into bullwhip effect 

(Lee, 2002). Information transparency and complete visibility of demand and inventory 

status can mitigate many of the bullwhip’s negative effects. Partners that share 

replenishment and order filling schedules can synchronize their work more effectively 

and reduce lead times. All these information-sharing activities aim straight at the heart of 

the bullwhip effect.     

6.2.2 IT Enabled Demand Chain Management System 
An IT enabled demand chain management system is a win-win situation for all parties of 

demand chain. The overwhelming highlights of this system include working 

methodology, transparency and real-time availability of information regarding order-

status, shipment schedules, replies of inquiries, credit status, stock-status, etc. In the 

present days scenario of global competition, it has become essential to have an IT 

enabled demand chain management system to meet the challenges and exploit 

opportunities along with establishment and maintenance of partnering channel 

relationships. Revolution in the field of IT makes demand chain more flexible in terms of 

time, costs, and effectiveness to have growth, long-term performance of business with 

sustainable competitive advantage, and keep relationships active and alive by improving 
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communication system.  For the optimization of demand chain resources, it is essential to 

capture relevant data, their transmission to facilitate decision-making and ability to 

communicate the decision to many different people in time for effective implementation. 

Requirements of on-time delivery and time to market, highlight the importance of 

availability of accurate, specific, and real-time information inevitably need extensive use 

of IT tools and techniques. 

Both traditional and Internet-based value chain models are based the philosophy of 

“Value-Trust-Networks.” In the traditional value chain, each tier must provide tangible 

value or it will be eliminated from the chain. Relationships among value chain members, 

particularly those that involve direct goods, are based on trust. Buyers must trust that 

firms will deliver goods on time that complies with certain specifications, such as cost, 

quality, and customer requirements. Conversely, firms must trust buyers to pay for those 

goods and likewise honor contractual agreements in good faith. Traditionally, the 

network has depended on human relationships and the physical delivery of goods. New 

electronic value chain solutions offer real value to be sustainable and have true impact. 

The key elements that make value chain works are not the underlying technologies but 

more importantly the established relationships and trust that exist between trading 

partners. For a new IT enabled demand chain business model to truly work, it must offer 

real value to solve industry pain points and bring new forms of value to market- value 

that may not have been possible in the old economy business models. Value must be 

delivered in both a digital and physical blended format. Digital value delivery can come 

in the form of new digital services that leverage the network advantages of the Internet 

such as trading capabilities, mass personalization and customization, knowledge 

exchange, collaborative workflow, and enterprise-to-enterprise connectivity. Long-term 

success of IT enabled business model will depend heavily on leveraging physical value 

delivery in terms of state-of-art warehousing, freight consolidation and logistical services. 

E-marketplace will not need to own these physical service organizations, but they will 

need to partner with firms to offer complete end-to-end solutions. It must offer trust to all 

demand chain members involving open sharing of information among them. It must 

support security, confidentiality, and neutrality to earn this trusts and keeps it. This means 

sharing demand and supply forecasting, inventory levels, production and delivery 
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schedules, and overages in the secure, confidential manner, so as not to lose competitive 

advantage. It must leverage the Internet as the ultimate business network. That is why, 

the proposed IT enabled demand chain business model is illustrated in the Figure-8.3.       

 
RDC- Regional Distribution Center; S- Stockiest; LR-Leveraging Relationship;  

RCS- Retail Chain Store: ERP- Enterprise Wide Resource Planning; SCS-Supply Chain System; 
3PL- Third Party Logistics Service Providers;                Network Connection 

Figure- 6.2: IT Enabled Demand Chain Management 

The right side of the diagram shows the classical role of buyer and supplier matchmaker 

and aggregator services that e-Marketplace will provide that will add additional digital 

value in the form of digital services facilitating in coordination of physical service 

offerings and leveraging relationships across the demand chain. The left side emphasizes 

on the integration and interface of demand chain with the back-end solutions like, ERP 

and SCM solutions for optimization of supporting activities (financial, human and 

technology resources), and primary activities (production and procurement resources). 
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The top side of the model represent digital value service offerings from outside partners 

such as digital consulting companies, digital service providers, and content providers who 

complement the decision support and transaction requirements of the members. Whereas, 

the bottom side refers to networking with bulk carrier and third party logistical service 

providers for services related to physical movement of goods from production plants to 

distribution channel members, and banks for electronic fund transfer.     

In the proposed demand chain model, the restructuring of the present demand chain in 

terms of disintermediation and/or reintermediation has already been in the underlying 

principles.  

 

6.3 Information Flow across the Demand Chain 
While developing a IT enabled demand chain management system, it is essential to have 

a comprehensive appraisal of the information requirement and flow across the demand 

chain as well as its interface with ERP and SCM systems i.e. flow of information across 

the value chain. The flow of information in the value chain is in both directions for 

activation and improvement of total system. The nature of backward information flow 

facilitates coordination activities including quality feedback, customer order and 

specification and timing, strategic capacity, production and dispatch planning. It also 

facilitates firms in collection of information about business intelligence. However, the 

forward information flow refers to operational activities consisting availability of goods, 

order processing and management, order status, invoice, transportation and shipping 

advises, quality assurance, warranty card, operating manual, etc. Any delay in 

information flow costs to the company significantly ranging from higher transportation 

cost to lost sales and corporate image. So, a more streamlined value flow needs quick 

response in terms of more speedy flow of information regarding quantity required by 

customers along with quality specification, timing of delivery, etc. Similarly, more 

speedy flow of goods from company to customer leads to speedier flow of cash from 

customer to company.  

In broader sense, to maximize the value of the demand chain, there should be a trade-off 

between value flow, goods flow and cash flow. For instance, a more streamlined value 

flow needs quick response by means of more speedier flow of information regarding 
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quantity required by customers along with quality specification, timing of delivery, etc. It 

also ensures speedier flow of goods from firm to customer leads to speedier flow of cash 

from customer to firm. 

Following are the various types of information, which are required to flow across the 

value chain to overcome existing demand chain issues and challenges.    

 

COMSUMER LEVEL 
 Information Inflow  (From Retailer) Information Outflow (To Retailer) 

• Product configuration and features 
• Dynamic pricing policy 
• Promotion policy 
• Comparative analysis of various 

alternative products and brands 
• Value for money 
• Payment policy 
• Product availability 
• Corporate and retailer image and 

goodwill for care and support. 
 

• Expectations, taste and preference 
• Brand loyalty and reasons for brand 

switching 
• Frequency and quantity of 

consumption habit 
• Promotion response 
• Payment schedule 
• Post-purchase experience and feed-

back  
• Reaction towards competitors 

action and reaction  
• Action and reaction in the stock-out 

situation 

RETAILER / RCS / DIRECT DISTRIBUTION LEVEL 
Forward Inflow 

 (From Consumer) 
Backward Inflow 
(From Stockiest) 

• Consumer expectations, taste and 
preference 

• Brand loyalty and reasons for brand 
switching 

• Demand pattern 
• Promotion response 
• Payment schedule 
• Post-purchase experience and feed-

back 
• Reaction towards competitors action 

and reaction 
• Action and reaction in the stock-out 

situation 
• Defective delivery (if any) and 

reverse logistics schedule 

• Product up gradation 
• Dynamic pricing policy 
• Promotion policy 
• Product availability 
• Order fulfillment and 

replenishment schedule 
• Settlement of defective delivery 
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Backward Outflow  
(To Stockiest) 

Outflow Forward  
(To Consumer) 

• Consumer Profile 
       - Expectation, taste and preference 

             - Reaction towards competitors’    
                action and reaction 

       - Reaction in the stock-out situation 
       - Brand loyalty and reasons   for   
          brand switching 
• Product performance 
• Promotion policy effectiveness 
• Dynamic pricing policy 

effectiveness 
• Present stock level and requirement 
• Expected requirement for the next 

week  
• Payment schedule 
• Defective delivery (if any) and 

reverse logistics schedule 

• Upgraded product configuration 
and features 

• Comparative analysis of various 
alternative products and brands 

• Mechanism to maximize value 
for money 

• Dynamic pricing policy 
• Promotion schemes 
• Payment policy 
• Support and care policy 
• Product availability 
• Order fulfillment and 

replenishment schedule 
• Settlement of defective delivery 

 
 

 
 
 
 
 
 
 
 
 
 

STOCKIEST / DISTRIBUTOR LEVEL 

Forward Inflow  
(From Retailer) 

Backward Inflow  
(From RDC) 

• Consumer Profile 
• Product performance 
• Promotion policy  
• Dynamic pricing policy 
• Retailers expectation and desire  
• Present stock level with aging and 

requirement 
• Expected requirement for the next 

week and projected demand for the 
month 

• Payment schedule 
• Defective delivery (if any) and 

reverse logistics schedule 

• Upgraded product configuration 
and features 

• Dynamic pricing policy 
• Promotion policy and schedule 
• Payment policy 
• Support and care policy 
• Product availability 
• Order fulfillment and 

replenishment schedule 
• Business intelligence and 

competitors’ action and reaction 
management 

• Mechanism to maximize Return 
• Settlement of defective delivery 
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Backward Outflow (To RDC) Forward Outflow (To Retailer) 
• Consumer Profile 
• Product portfolio at stockiest level  
• Promotion policy effectiveness 
• Dynamic pricing policy 

effectiveness 
• Retailer and stockiest expectation 

and desire 
• Present stock level with aging and 

requirement 
• Expected requirement for the next 

week and projected demand for the 
next week 

• Payment schedule 
• Business intelligence about market 

scenario and competitors’ action and 
reaction 

• Defective delivery (if any) and 
reverse logistics schedule 

• Upgraded product configuration 
and features 

• Comparative analysis of various 
alternative products and brands 

• Mechanism to maximize return 
• Dynamic pricing policy 
• Promotion schemes 
• Payment policy 
• Support and care policy 
• Product availability 
• Order fulfillment and 

replenishment schedule 
• Competitor action and reaction 

management 
• Settlement of defective delivery 

 
 
 
 
 

 
REGIONAL DISTRIBUTION CENTER LEVEL (RDC) 
Forward Inflow  
(From Stockiest) 

Backward Inflow  
(From CDCO) 

• Consumer Profile 
• Product portfolio at stockiest level 
• Promotion policy  
• Dynamic pricing policy 
• Retailers expectation and desire 
• Stockiest expectation and desire   
• Present stock level with aging and 

requirement 
• Expected requirement for the next 

week and projected demand for the 
month 

• Payment schedule 
• Defective delivery (if any) and reverse 

logistics schedule 
From 3PL 

Tracking and tracing of outbound shipment 

• Upgraded Product configuration and 
feature 

• Dynamic pricing policy 
• Promotion policy and schedule 
• Payment policy 
• Support and care policy 
• Product availability 
• Order fulfillment and replenishment 

schedule 
• Business intelligence and 

competitors’ action and reaction 
management 

• Mechanism to maximize Return and 
value for money 

From Plants 
Order fulfillment and replenishment 
Schedule 

From Bulk Carrier 
 Tracking and tracing of inbound shipment 
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Backward Outflow  
(To CDCO) 

Forward Outflow  
(To Stockiest) 

• Consumer Profile 
• Product portfolio at stockiest and RDC 

levels  
• Promotion policy effectiveness 
• Dynamic pricing policy effectiveness 
• Retailer and stockiest expectation and 

desire 
• Stockiest profile 
• Present stock level with aging and 

requirement 
• Expected requirement for the next 

week and projected demand for the 
next month 

• Payment schedule of stockiest 
• Business intelligence about market 

scenario and competitors’ action and 
reaction  

• Tracking and tracing of outbound 
shipment 

• Upgraded product configuration and 
features 

• Comparative analysis of various 
alternative products and brands 

• Mechanism to maximize return 
• Dynamic pricing policy 
• Promotion policy and schedule 
• Payment policy 
• Support and care policy 
• Product availability 
• Order fulfillment and replenishment 

schedule 
• Business intelligence and Competitor 

action and reaction management 

 
 
 
 

 
CHIEF DEMAND CHAIN OFFICER (CDCO) LEVEL 

Forward Inflow 
 (From RDC) 

Backward Inflow  
(From Supply Centers) 

• Consumer Profile 
• Product portfolio at stockiest and 

RDC level 
• Promotion policy effectiveness 
• Dynamic pricing policy 

effectiveness 
• Stockiest expectation and desire   
• Present stock level with aging and 

requirement 
• Expected requirement for the next 

week and projected demand for 
the month 

• Business intelligence and 
Competitors’ action and reaction 

From 3PL 
    Tracking and tracing of outbound    
     shipment  from RDC to stockiest 

• Production schedule 
• Upgraded Product configuration and 

feature 
• Product availability 
• Order fulfillment and replenishment 

schedule 
• Business intelligence and 

competitors’ action and reaction 
management 

• Mechanism to maximize Return and 
value for money 

 
From Bulk Carrier 

          Tracking and tracing of outbound    
            shipment to RDC 
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Backward Outflow  
(To Supply Centers) 

Forward Outflow  
(To RDC) 

• Product specification and present 
requirement at various RDC 
levels  

• Order fulfillment and 
replenishment schedule 

• Expected requirement for the next 
week  

• Consolidated projected demand 
for the next month with flexibility 

• Upgraded product configuration and 
features 

• Comparative analysis of various 
alternative products and brands 

• Mechanism to maximize return 
• Dynamic pricing policy 
• Promotion policy and schedule 
• Payment policy 
• Support and care policy 
• Competitor action and reaction 

management 
• Settlement of defective delivery 

 
 

 
3PL LEVEL 

 
Forward Inflow 

 (From Stockiest) 
Backward Inflow 

(From RDC and CDCO) 

• Tentative present 
replenishment requirement 

• Projected next shipment 
requirement 

• Freight payment schedule 

 
• Shipment quantity and 

schedule 
• Shipment documents 

Forward Outflow  
(To Stockiest) 

Backward Outflow  
(To CDCO and RDC) 

• Schedule for delivery of 
goods 

• Tracking and tracing of 
shipment 

• Transit time  
• Idle time 
• Fleet management 

 

 
• Schedule for picking of goods 
• Tracking and tracing of 

shipment 
• Load capacity 

 

6.4 Key Relationship Factors and IT Enabled Demand Chain Model 
While addressing to key relationship factors for partnering channel relationships, IT 

enabled demand chain management provides a win-win situation. Because in Table-7.2 

of Chapter-7, it has been identified that there are nine key relationship factors for 

partnering channel relationships. It is also discussed in the same chapter that partnering 
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relationships can be developed and maintained better under IT enabled system because 

most of the relationship factors are digital in nature. Furthermore, the efficiency of 

remaining non-digital factors can even be improves in this as exhibited in the Figure-6.3.  

 
 

 

Commitment for 
Anxiety Free 

Prompt Information 
Sharing 

Quick responsiveness 

Fixed and smaller 
Replenishment Cycle 

Time 

Zero Defect Delivery 

System for Early 
Recovery from 

Defective Delivery 

Point-to-Point 
Information 

Service Quality 
Consistency 

Reasonable Return 

IT enabled
Demand 

Chain 

Corporate 
Enterprise & Its 

Distribution 
Warehouses 

Demand Chain 
Members 

IT Solution to Facilitate Relationship Issue
 
Interconnectivity for Information Flow 
 
Interaction about Performance & Expectation  
 
Goods Flow

KEY RELATIONSHIP               IT ENABLED                   RELATIONSHIP 
            FACTORS       SOLUTION                             MEMBERS 

 

Figure-6.3: Key Relationship Factors and Web-based Demand Chain
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6.5 IT for New Demand Chain Management Model 
Demand chain management achieve its value proposition only if, transaction and 

customer related information could be delivered in useful way to them. The IT enabled 

framework must have the capability to deliver information on the Internet into 

environments where it can be used effectively. Information technology can support 

internal operations and collaboration between demand chain members. By the use of 

high-speed data networks and databases, firms can share data with its business partners to 

better manage the whole value chain. That is why, the effective use of this technology is a 

key aspect of firm’s success. All information systems are composed of technology that 

performs three main functions: data capture and communication; data storage and 

retrieval; and data manipulation and reporting. Different information systems have 

different combinations of capabilities in these functional areas. The specific combination 

of capabilities is dependent on the demands of the job that a system is designed to 

perform. Information systems that are employed to support various aspects of demand 

chain management are created from technologies that perform some combination of these 

functions. 

Data capture and communication:  

It is composed of systems and technologies that create high-speed data capture and 

communications networks to overcome the lag times. There are rapid and continuous 

innovations in the field of information and communication technologies. Accordingly, 

there is adaptability. In the present environment, the uses of various IT tools are the 

Internet, Broadband, HTML, and XML. But in the future, there is every possibility of 

change in it.  

The Internet: The Internet is the global data communication network technology where 

company can have online connectivity with entire world. The Internet refers to the 

physical network that links computers across the globe. It consists of the infrastructure of 

network servers and wide-area communication links between them that are used to hold 

and transport the vast amount of information on the Internet. Based on Internet protocol 

(IP) standards for system inter-operability, the Internet provides a ubiquitous message 

routing architecture that supports reliable and low-cost inter business connectivity across 
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the street and around the world. Through the Internet one can easily access the firm’s 

website from anywhere in world and relevant information can be retrieved at any point of 

time. Major contributions of Internet in demand chain management are transparent 

transactions, more collaborative by means of real-time information sharing, reduce 

transaction and communication costs and response time, better trade-off between demand 

and supply resulting into lower inventory level and prevention of stock-out situation. 

Before the Internet, firms had to put in expensive dedicated networks to connect 

themselves to other firms and move data between their different computer systems. Now, 

with the Internet, firms can have quick and inexpensive connectivity among their 

computer systems. If needed, using technology to create virtual private networks (VPNs) 

that utilize the Internet to create very secure communication networks can provide extra 

data protection and privacy. The followings are the Internet Strategies proposed for the 

successful implementation of the DCM model. 

♦ The regional distribution center (RDC) shall be located within the allocated region 

and the communication to the channel members (CM) shall be through ISDN/Dial up 

connection. The retailers shall enter on a daily basis through the Internet the sales 

along with the specifications of the items and profile of the consumer to whom the 

sales are made.  

♦ The corporate head quarters shall communicate to the RDC through VSAT whose 

installations shall be provided at the sites of the coordinators. This ensures 

uninterrupted flow of information. 

♦ The book publishing divisions shall be having VSAT installations, which 

communicate constantly to corporate head quarters on an hourly basis. 

♦ Individual manufacturing plants and corporate head quarters communicate to 

suppliers and vice-versa through ISDN/Dial up connection.  

♦ The book publishing firm and its RDC along with all CM are utilizing the Internet to 

its fullest extent and can be in the position to attain a win-win situation. 

♦ The Internet site shall be made user friendly with security checks and validation 

checks. Each CM shall be given a separate username and password through which 

they shall login and enter the details of the sales and demand plans. 
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The Internet architecture of the complete business system, which is proposed for IT 

enabled demand chain business model, is shown in the Figure-6.4.  

 

Figure-6.4: The Internet Architecture of Demand Chain Management 
 

Broadband: Basically, this means any communication technology that offers high-speed 

(faster than 56Kb dial-up modem) access to the Internet with a connection that is always 

on. This includes technologies such as coaxial cable, digital subscriber line (DSL), metro 

Ethernet, fixed wireless, and satellite. Broadband technology has enabled firms to easily 

and inexpensively exchange large volumes of data in real-time.  

HTML: HyperText Markup Language (HTML) is the heart of the web applications and 

known as simple page description language emphasizing of Internet environment. Web 

HTML browsers have proven to be an effective way to deliver all types of enterprise 

information such as text, graphics, etc. to all demand chain members. 

XML: One of the fastest growing types of Internet applications is “computer-to-

computer” interactions, rather than “computer-to-human” interactions. Computer-to-

computer interactions use XML to describe channel-oriented information. This enables 

third-party applications to cooperate with each other to establish a chain of functionality. 

XML (eXtensible Markup Language) is a technology that is being developed to transmit 

data in flexible formats between computers and between computers and humans.  
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Data storage and retrieval:  
A database is a model of the business processes for which it collects and stores data. As 

events occur in a business process, there are database transactions. The data model of the 

database determines which transactions can be recorded since the database cannot record 

transactions that are either more detailed or more aggregated than provided for in the data 

model. These transactions can be recorded as soon as they happen and that is called “real-

time” updating or they may be captured and recorded in batches that happen on a periodic 

basis and that is called “batch” updating.  

Demand chain management related storage of data include primary sales, historical and 

current trends, production capacity, and past events, actions, results and problems 

product-wise, region-wise, RDC-wise, stockiest-wise, etc. A database also provides for 

the different data retrieval needs of the managers who use it for decision making. 

Managers doing different jobs will want different combinations of data from the same 

database. These different combinations are called “views.” Views can be created and 

made available to them to do their jobs efficiently. For instance, consider a database that 

contains sales history for a range of products to a range of different customers. A 

customer view of this data might show a customer the different products and quantities 

they purchased over a period of time and show detail of the purchases at each customer 

location. A book publisher view might show all the customers who bought their group of 

products over a period of time and show detail for the products that each customer 

bought. For the efficient management of demand chain management, a variety of data 

retrieval are required from the systems such as dynamic response to the market scenario, 

improved demand forecasting across the demand chain, prediction of future trends and 

behavior, knowledge-driven proactive business, and decisions 

Data Manipulation and Reporting:   
Combining processing logic to manipulate creates different demand chain systems and 

display data with technology required capturing, communicating, storing, and retrieving 

data. The way a system manipulates and displays the data that flows through it is 

determined by the specific business operations that the system is designed to support. It 

has been discussed in earlier chapters that hyper-responsiveness capability of the firm is 

possible only when there is a collaborative effort of the firm and its channel members. 

For such a collaborative approach, there is a need to restructure every aspects of the 
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business processes including receipt of the customer demand, production, trading partner 

management, delivery and customer service to take full advantage of the IT. This new 

type of demand chain management can be significantly more responsive than its 

competitors, enhancing customer satisfaction, shrinking time-to-market cycles, and 

increasing opportunities for improved profits and greater market share. An effective IT 

enabled demand chain system solution empowers only when there is proper IT enabled 

applications of following management practices:  

Order Management Application: IT enabled order management facilitate in demand 

capturing from all sources and its real-time transmission to various places of further 

processing simultaneously for committed delivery. This application ensures smooth and 

standard ordering procedures, order accuracy, condition and quality, and order 

discrepancy handing. It also supports customer self-service, information regarding order 

status, product and price configuration, and integrated delivery planning. This Internet-

based solution enables organization to prepare and deliver all transaction related 

documents like invoice, delivery challan, and shipping advises without any error. 

The order management architecture ensures that firms can flexibly manage every type of 

order across the enterprise, regardless of its point of origin or its destination. The 

architecture of order management is shown in Figure-8.12, which has four main 

elements, namely: 

 Flexible Business Process Management: A comprehensive order management 

solution must have order engines that support a completely configurable set of 

order centric business process. For example, a single entity might require multiple 

processes across various types of orders, or even process variations within and 

across divisions and channels. Additionally, to support flexible business process 

management, robust solution must also support a completely configurable, 

context-sensitive state machine that ensure orders are able to reach a consistent 

state and complete the cycle before moving from process to process. 

 Unified Data Model: Most companies suffer from the inability to aggregate 

various order types that reside in multiple system. A unified data model is 

required to aggregate this into a single repository. This type of data model must 
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support a common definition of firm-level information to ensure a consistent view 

of order, product, and customer data across the demand chain. 

 Robust Integration Framework: Complex integration is typically required for 

aligning multiple systems can be cost prohibitive for many firms. As a result, a 

strong order management solution must compromise an integration framework to 

facilitate order information exchange between the front-end system (such as web 

storefronts, Call centers, POS) and back end solutions (such as ERP, CRM, and 

other Legacy system). An integration layer must also support the system 

monitoring guaranteed transaction delivery, manager errors and exception, and 

handle confirmations. Finally, an integration framework must include negative 

support for multiple protocol and final format, and it must also be in compliance 

with industry open integration standards such as XML 

 Self Service Tools: A key component of successful order management solution is 

a set of self-service tools that allows users to independently control and manage 

key element of their business. It should let users monitor their order management 

process, track problems, and automatically manage excerptions. It is a critical tool 

that lets users proactively manages the system, watch the various processes, and 

take corrective actions if necessary. 
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Demand Planning and Forecasting (DPF) Systems: DPF systems are special 

techniques and algorithms to help a firm forecast their demand on rolling basis. These 

systems take historical sales data and information about planned promotions and other 

events that can affect customer demand, such as seasonality and market trends. They use 

this data to create models that help predict future sales. Another feature that is often 

associated with demand planning and forecasting systems is revenue management. This 

feature lets a firm experiment with different price mixes for its different products in light 

of the predicted demand. The idea is to find a mix of products and prices that maximize 

total revenue to the firm.  

Inventory Management (IM) Systems: These systems support the activities related with 

various issues of inventory such as tracking historical demand patterns for products, 

monitoring inventory levels for different products at different stock keeping units, 

optimum safety stocks, prevention of stock-out, and replenishment schedules. These 

systems are used to find the right balance for a firm between the cost of carrying 

inventory and the cost of running out the inventory and losing sales revenue due to it. 

Transportation Planning and Scheduling (TPS) Systems: Transportation planning and 

scheduling systems refers to calculation of what quantity of materials should be 

dispatched to what locations at what time. The systems enable managers to compare 

different modes of transportation, different roots, and different carriers along with 

tracking and tracing of shipments. The software for these systems are similar to ERP 

applications in that they are more focused on daily operational issues. A TPS system 

produces short-term transportation and delivery schedules that are used by a firm should 

focused on transport and freight-mix, freight costs, loading, transit, idle and delivery time 

with regard to optimization of demand chain. 

Leveraging Relationship (LR) Systems: Systems of this type automate many of the 

tasks related to serving existing customers and finding new customers. LR systems track 

buying patterns and histories of customers. They consolidate a firm’s customer-related 

data in a place where it is quickly accessible to customer service and sales people who 

use data to better respond to customer requests.  These applications also address various 

Figure-6.5: Order Management Application 
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aspects like selling and interaction, dynamic pricing effectiveness, promotion schedule 

and requirements, competitor management, delivery schedule, track and trace, DIWA 

policy effectiveness, care and support, and settlement of defective delivery. 

Advanced Planning and Scheduling (APS) Systems: Advanced planning and 

scheduling systems are highly analytical applications whose purpose is to assess plant 

capacity, material availability, and customer demand. These systems then produce 

schedules for what to make in which plant and at what time. ASP systems base their 

calculations on the input of transaction level data that is extracted from ERP or legacy 

transaction processing systems. They then use linear programming techniques and other 

sophisticated algorithms to create there recommended schedules. 

Enterprise Resource Planning (ERP): ERP systems gather data from across multiple 

functions in a firm. ERP systems monitor orders, production schedules, raw material 

purchases, and finished goods inventory. They support a process-oriented view of 

business that cuts across different functional departments. For instance, an ERP system 

can view the entire order fulfillment process and track an order from the procurement of 

material to fill to delivery of the finished product to the customer. ERP systems come in 

modules that can be installed on their own or in combination with other modules. There 

are usually modules for finance, procurement, manufacturing, order fulfillment, human 

resources, and logistics. The focus of these modules is primarily on carrying out and 

monitoring daily transactions. ERP systems often lack the artificial capabilities needed to 

optimize the efficiency of these transactions.  

In the demand chain management, ERP systems should address aspects like inventory 

visibility, sales v/s production and stock, possibility of sales promotion and its impact on 

sales, likely off take estimates, current inventory level, return, and replenishment 

management.  

Supply Chain Management (SCM) Systems: SCM systems integrate different supply 

chain applications. A SCM system could be an integrated suite that contains APS, TPS, 

DPF, AM, CPS, and IM applications. SCM systems rely on ERP or relevant legacy 

systems to provide them with the data to support the analysis and planning that they do. 

These systems have the analytical capabilities to support strategic level decision-making. 
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These applications highlight various issues related to product specification, production 

schedule, costs, flexible supply network schedule, and delivery schedule. 

ERP and SCM based IT enabled agile manufacturing (AM) application facilitates firms to 

support the demand chain and mass customization requirements. AM applications 

support complex flow manufacturing, the just-in-time-based, pulls production method 

that enables manufacturing in lot sizes of one. It also provides automation to support all 

manufacturing methods, from discrete to process to built-to-order by adopting the 

methods best suited to manufacture the products and accurately meet customer demand. 

The essence of agile manufacturing is sensitivity to time, to knowing a firm’s capabilities 

and the time it needs exactly.  According to Kalakota and Whinston (2002), firms can 

achieve followings by means of a Web-based agile manufacturing application: 

• Greater product customization, or manufacturing to order, would come at 

relatively low unit cost.  

• Rapid introduction of new or modified products in some cases, through 

quick formation of temporary strategic partnerships-takes advantage of brief 

windows of opportunity in the market place. These alliances would blend 

together talents or “core competencies” of partners, combining pieces of each 

organization into a new virtual enterprise or virtual corporation. 

• Interactive customer relationships transform the physical product into a 

platform for providing an evolving set of value-adding services. 

• Dynamic reconfiguration production processes would accommodate 

swift changes in product designs or entire new product lines. 

6.6 Roadmap for Successful Implementation 
IT enabled demand chain management system is an important driver to improve 

efficiency and channel policies for growth, sustainable competitive advantage and long-

term performance of business. The combination of technology and managerial 

innovations developed and refined cooperation between all demands chain members to 

sell products profitably at a lower channel cost. Such a change in the channel policies and 

behavior require the emergence of a new positive attitude for excellence, complete 

knowledge about the dynamic characteristics of market, and skill to adapt emerging 

technologies by all demand chain members. It facilitates in development of trust and 
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collaborative cooperation between firm, distributors and retailers for partnering 

relationships. Thus, successful implementation to maximize gain from new demand chain  

 

model is the function of positive attitude, updated knowledge, required skill, proper IT 

infrastructure and adaptability, and partnering relationships. That is,  

 
 
 
DCMG  = Maximization of gain from new demand chain model 

A= Positive attitude 

K= Updated knowledge 

S= Required skill 

IT(I+AD)= Information technology infrastructure and its adaptability 

Hence, for win-win outcomes of IT enabled demand chain management, cooperation and 

self-interest are required to be pursued simultaneously that need combination and use of 

resources in response to “pull” of real orders rather than static forecasts. Forecasts only 

provide valuable guides to determine the availability of resources-materials, production 

capacity and labor- during a specific period of time. An IT enabled demand chain 

management system is a uniquely beneficial linkage between major demand chain 

partners. To transcend this, however, it requires a broad understanding of marketing and 

distribution, sharing of information between parties and the development of personal 

rapport between mangers at a number of levels in all organizations of demand chain for 

real-time quick response. Building such a specific hyper-responsive demand chain 

require organizations to do the followings in tune with the underlying principles on the 

basis of which, the this model has been proposed:  

Collaborative Planning and Scheduling  
Collaborative planning and scheduling (CPS) is the backbone of the IT enabled demand 

chain management systems, which provides necessary tools to optimize resources and 

responsiveness. CPS leverages all demand chain participants (firm, its distribution 

warehouses, distributors, retailers, and carriers) for the real-time exchange of customer 

demand information, forecasts, production schedules, availability, capacity, and other 

information. This virtual collaborative environment enables them to synthesize all 

DCMG = f {A, K, S, IT(I+AD), PR} 
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activities into a single plan that optimizes their resources and provides partnering 

relationships (Poirier, 2002). Major facets of collaborative processes include: 

• Collaborative demand planning 

• Collaborative supply planning 

• Collaborative promotion planning 

• Collaborative transportation planning 

• Collaborative product development 

• Collaborative performance management 

Under this system, the firm working from some sort of rolling forecasts with their 

distributors and retailers, would be designing quick response system, planning current 

manufacturing and assembly schedules, and arranging the logistical means of getting the 

finished goods to the retailers through distributor for reaching to the ultimate consumer. 

This process requires very accurate data and analysis on real-time basis before 

dispatching orders to the factory floor. IT solutions facilitate in this regard with accuracy 

(Agrawal et al., 2002). The major benefits of collaborative planning and scheduling to IT 

enabled demand chain system are:        

• Faster reaction to market demands with swifter deliveries of the right products 

and services, 

• Reduced cycle times from initial supply to final delivery, 

• Increased inventory turns across the network while eliminating unnecessary 

stocks and obsolescence, 

• Instant view of consumer requirements and the system of quick response and 

replenishment, and 

• Maximum use of assets and resources. 

Establishing Demand Chain Partnering relationship 
For the optimization of demand chain, it is essential to develop and maintain partnering 

relationship with external demand chain members failing which, it is not possible to have 

collaborative planning and scheduling and keep things on the right track. It is always a 

most critical task in demand chain management to identify the partners - and then to set 

up some kind of agreement. That is why, Vollmann and Cordon (1998) argued that 

making a demand chain partnership work includes developing better customer and 
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supplier relationships, making conscious portfolio decisions and great deal of hard work 

to create a set of true customer and supplier partnerships. 

There is probably no ultimate or optimum partnership. Continuous efforts should be 

made for improvements to achieve optimization of total demand chain processes. The key 

lesson is that demand chain management benefits should not be seen as something only to 

be achieved in the shout-term or for immediate benefits rather objectives should be to 

have long-term benefits for sustainable competitive advantage and long-term 

performance of business.     

Creating a Breakthrough Culture 

For smooth demand chain functionality, it is essential to create cross-functional 

organizational structure and taking the boxes away to work horizontally and not 

vertically. To have a successful implementation of IT enabled demand chain management 

system, firms need to create a breakthrough Culture.  A pro-active firm needs to built and 

implement a breakthrough Culture from the top to the bottom. It starts with a leadership 

vision, the entrepreneurial team needs to understand it, believe in it and implement it. The 

paths to achieve the goals need to lay down clear and simple goals supported with 

required kind of skills.  

• Leadership Vision is required for any established firm that wants to reshape its 

demand chain. Big changes are required in the vision and commitment at the top. 

Corporate change does not percolate from the bottom; leadership at the top is the 

major force to bring a cultural change. Once the leadership embraces the vision, 

the next step would be to get support from the corporate team and gaining their 

faith on it. 

• To create breakthrough culture firms need to overcome hurdles like its existing 

establishment, bureaucratic bottlenecks, and politics within. It is essential that the 

team have faith and belief in the vision and leadership. Team-Oriented Culture 

creates a sense of shared responsibility that is critical for hyper-responsiveness of 

the demand chain. This can be done by frequent open communication with 

honesty all along the demand chain members. All internal and external 

participants should work in teams to gain a sense of belongingness and have trust 

on each other. Trusting partners and has a close relationship with them. Diffusing 
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entrepreneurial sprit to all levels of the organization and to outside partners is 

essential to meet the prevailing challenge imposed by the current and emerging 

environment. According to Poirier (2002), these teams will create a network 

advantage that results in continued cost containment, better asset utilization, and 

greater customer satisfaction, and the firm will use this advantage to establish 

powerful new market positions. The value chain constellation will function with a 

strong consumer focus and emphasis on designated markets, customers and 

profitable sales across the demand chain. The supply chain will be linked solidly 

with the demand chain in these networks, and the focus will reveal the areas of 

opportunity for significant new growth.   

• Simple Goals with lucrative incentive are the path to achieve the IT enabled 

demand chain business model. The goals to be achieved must be simple, clear and 

quantifiable. It is important that all demand chain participants understand it and 

appreciate the reward system. The emphasis of this model is on perfect order 

delivery within a limited period. New measure needs to be set to judge the 

progress on continuous basis. It should be aligned with the value proposition, 

speed of ramp-up and the ability to manage network suppliers efficiently and 

effectively. 

• The key element for a Cultural Revolution is to arm the right people with right 

skills. The proposed IT enabled demand chain business model is collaborative and 

coordination intensive so firms need new policies, processes and people who can 

manage relationships effectively. The traditional way of thinking must be 

overcome by strategic thinking, project planning and relationship management. 

People thrive in dynamic, open, and team-oriented environments. It is essential 

that teams understand the complexity of working environment and acquire skills 

to handle it. Managers at all levels must have strategic, analytical and people 

skills for effective functioning of demand chain.  

Training and Education of demand chain members 

For collaborative planning and scheduling, establishing partnering relationship, and 

creating a new break through culture, it is essential to train and educate all internal and 

external demand chain members who will be involved in this system. Without 
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appropriate and required contribution of them, whole exercise of optimization will 

become futile. This new system would not contribute as per expectation unless there is 

full contribution of each demand chain participants. Hence, there is need to transform the 

mindset of them from traditional working system to this new technology-oriented 

environment that require training and education for acquiring new skills. Firm should 

host a series of training workshops (internally or outsourcing the services of training 

agencies) for them. Such training workshops should focused on following aspects: 

• How this new system is better than earlier one for mutual benefits? 

• How this new system is for mutual benefits in terms of economies of scale? 

• On what aspects of the business we can have sustainable competitive advantage and 

focus on our attention on core competencies?   

• What are the needs of the industry, how are they evolving over time, and how we 

dominate in such a situation? 

• How can we develop the competencies to take costs out of the demand chain? 

• What do we need to do to reduce transaction costs significantly and have hyper-

responsiveness? 

• How participants will be made net savvy and convergent with the IT enabled demand 

chain management system (technical assistance and computer networking 

capabilities)?  

Training and education entail imparting knowledge and skills in systematic manner and 

sharing of experience focusing on such things as product knowledge, selling skills, 

technical competence, computer applications, customer needs, and operational 

procedures. 

Vendor Managed Inventory (VMI) 

VMI is another prerequisite for successful execution of IT enabled demand chain 

management, which will opens up new opportunities for cost reduction in the chain and 

gaining hyper-responsiveness capabilities. Vollmann and Cordon (1998) argued that 

another form of demand chain transformation is the use of “vendor managed inventory” 

where in essence, it is the responsibility of the supplier to have materials available for the 

customer’s use which are only invoiced as used by the customer. Waller et al. (1999) 

identified that VMI concurrently satisfies suppliers’ needs for lower demand variability 
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and greater flexibility in order building and buyer’s needs for lower cycle stocks and high 

service levels while achieving performance commitments. Additional benefits included a 

significant drop in product returns and decreased operational cost. Successful 

implementation of VMI is possible only when various demand chain processes are linked 

very closely, information needs to be substituted for forecasts and other forms of 

guessing, and the firms need to have their detailed operations integration.      

Channel Portfolio Management (CPM) 

All customers (marketing intermediaries) cannot contribute equally in creating and 

delivery of the value due to disparities in their set of resources, skills, responsiveness, and 

mindsets. A firm that pursues unprofitable and unresponsive customers wastes resources 

that could have been devoted to building valuable partnerships. Vollmann and Cordon 

(1998) argued that partnerships required a significant investment in infrastructure- and in 

developing and nurturing the inter-company relationships necessary to make a demand 

chain partnership function at maximum effectiveness. Demand chain partnerships can be 

seen as marriages. They must be based on abiding trust, a long run commitment, a desire 

to achieve win/win situations, to foster mutual growth and support, and willingness to go 

the extra mile when needed. Hence, the firm can improve its portfolio value by accurately 

targeting the most promising customer groups.  

CPM refers to a strategic corporate vision and philosophy towards acquisition and 

selection, training and development along with retention of the marketing intermediaries 

(customers) for creating long run relationship values. It puts emphasis on corporate clear 

imagination, value and rule of conduct for identifying and evaluating the right portfolio 

which reflects a new corporate system of shared attitudes and behavior that makes 

demand chain more dynamic. Customer relationships are assets that should be evaluated 

and managed as rigorously as any financial and physical assets. The relationship value 

gives rise to future growth of long run alliance on the basis of mutual knowledge, 

experience and feeling for each other. Hence, a proactive strategic approach is required to 

maximize its value of customer relationship by deploying resources effectively for its 

customer acquisition and selection strategy, customer training and development strategy, 

and customer retention strategy for managing a portfolio of customer relationship 

(Agrawal, 2002). 
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Customer Acquisition and Selection Strategy (CASS): The management of right level 

of customer portfolio depends on the acquisition and selection of the right customer. The 

potential value of a portfolio is tied directly to the customers’ contribution in the firm’s 

value for competitive competency in terms of their volume and market share, competence 

and competitive skills, goodwill and credibility, infrastructure and marketing support, 

motivation and zeal for excellence, and so on. 

For this purpose, the firm can divide its total customers in four broad groups on the basis 

of two factors (market share and sales volumes) in the form of a 2 by 2 matrix as shown 

in the Fig-6.6.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig-6.6: Customer Acquisition and Selection Strategy 
 
1. Achievers: Customers with high market share and high sales volumes. So, firms 

should take every care of their loyalty because they directly reflect corporate image 

and profitability of the firm.  

2. Contributors: Customers with low market share and high sales volume. So, firm 

should monitor them properly by means of motivation and sharpening their skills 

because their volume will reflect the profitability of the firm.  

3. Performers: Customers with high market share and low sales volume, which reflect 

heavy spark in their marketing and selling skills. Hence, firms should put best efforts 

for the exploitation of their skills and enthusiasm because they contribute towards 

corporate image. Furthermore, expansion of territory of operation and best logistical 

services should be provided to them, if possible.  
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4. Drifters: Customers with low market share and low sales volumes are drifters. It 

means they do not have any considerable contribution towards corporate image and 

profitability of the firm.  

Customer Training and Development Strategy (CTDS): After all, it is the customers’ 

marketing and managerial acumen that firms are willing to capitalize and re-capitalize. 

Hence, firms have to sharpen their acumen on a continuous basis and focus should be on 

seven major topics: finance, technology, consumer service, marketing, competitive 

strategy and planning, leadership and people management and adaptability of proposed 

IT enabled demand chain management system. These actions contribute firms in two 

ways: one sharpening the skills and acumen and two, commitment and enthusiasm for 

excellence. But, firms cannot get similarity in above qualities in all customers due to 

different level of skills and responsiveness for T&D along with resource constraints. So, 

they cannot offer similar types of T&D to all customers. Hence, for valuable and 

effective T&D strategy, first customers should be divided into four groups on the basis of 

two factors (existing marketing & managerial acumen and their responsiveness towards 

T&D as shown in the Fig-6.7. 

 

 

 

 

 

 

 

 

 

 

Figure-6.7: Customer Training and Development Strategy 

 

1. Fatal Attractions: Customers with high responsiveness and high marketing & 

managerial acumen. It means they really need not T&D but are willing to develop 

further competitive competency and to exhibit commitment for excellence. The firm 
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should concern about them and T&D programs should be offered as per their 

requirements.  

2. The Right Stuffs: These customers have low high marketing & managerial acumen 

and high responsiveness. Hence, they should be the firm’s primary targets, because 

efforts towards them are likely to yield the maximum return by means of both 

sharpest competitive competency and greatest commitment for excellence.  

3. Old Couples: Customers with high marketing & managerial acumen but low 

responsiveness. These customers are inherently valuable, but are not interested in 

these programs. Hence they should be the firm’s next targets and an effort should be 

made for their positive responses by way of seeking and incorporating their 

suggestions for making programs effective, which yields maximum return by means 

of their sharpest competitive competency and greater commitment for excellence.  

4. Ghosts: Customers with low marketing & managerial acumen and low 

responsiveness. These customers may be called the myth of the non-users. Firms that 

succumb to this myth often-waste resources as in no way yield any return in terms of 

both competitive competency and commitment for excellence. Hence, resources of 

T&D should be better directed to other customer groups. 

Customer Retention Strategy (CRS): In order to ensure growth and more service from 

the trade in the paradigm changed buyers market, firms need to have a proactive 

customer retention strategy. For having a valuable long run relationship with customers, 

it is essential to retain their loyalty by means of having a proactive customer retention 

strategy to keep turnover low. 

As different customer groups have different trade motives, so they contribute differently 

to the firm’s value proposition. Hence, in order to have an effective strategy for valuable 

customer relationships; again customers may be divided into four broad groups on the 

basis of two factors (profit motive and togetherness motive) 2 x 2 matrix. Togetherness 

includes extent of cooperation in firm’s new product/promotion schemes, zeal for gradual 

improvement of infrastructure, exhibition of innovative marketing and managerial skills, 

etc. as shown in the Fig-6.8.  
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Figure-6.8: Customer Retention Strategy 
 
1. Humdingers: Customers with high profit motive and high togetherness motive i.e. 

they are excellent people with clear long run mission. CRS should focus most to this 

group in order to capitalize their loyalty.  

2. Mercenaries: Customers with low profit motive and high togetherness motive i.e. 

they are working mainly for reward and recognition. CRS should concern most to this 

group failing which; there is every possibility of abandonment of trade by them. 

3. Gadders: Customers with high profit motive and low togetherness motive i.e. they 

are self-centered and more concerned about their own pleasure and interest. CRS 

should also target them because they are self-starter and perform excellently when 

they find opportunity for maximization of profit without any motivation and follow-

up efforts by the firm.  

4. Husks: Customers with low profit motive and low togetherness motive i.e. they are 

aimless and worthless because of lack of vision and zeal for trade. CRS should 

normally overlook this group and available resources may be diverted for other 

groups. 

Firm’s strategy of maximizing the value can be formulated with a proper analysis of 

matters like present and required level of quality service or customer satisfaction or 

customer loyalty. That is, creating value of the firm leads to right customer relationship 

as well as generate profitable additional growth. However, it requires rigorous 

recapitulation and analysis of customers choice along with its impact on value of the 

firm, design of the value proposition to accelerate the value of customer retention, affect 

of different relationship structures on amount of value created and capitalization of value 
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by both the parties. Hence a strategic approach is required to determine which customers 

to pursue along with how much and in what areas to invest to attract and retain those 

customers. The purpose of such audit is to estimate the potential value and to locate gaps 

and unexplored opportunities. To achieve this, firm needs to recognize existing customer 

portfolio value, its comparison with those of market and competitors and finally 

alignment of resource deployment to bridge the gaps or exploit the opportunities. Hence, 

the strategic process starts with a proper audit of the existing portfolio. For this purpose, a 

careful and integrated three-dimensional analysis of CASS, CTDS and CRS is required. 

As shown in the Fig-6.9, the smallest triangle (D-GH-HU) consisting Drifters, Ghosts 

and Husks represents lowest or no customer value to the firm whereas biggest triangle 

(A-RS-H) consisting Achievers, The Right Stuffs and Humdingers represents highest or 

greatest customer value to the firm. In short, the customer value to the firm is directly 

proportionate to the area of the triangle. In other words, with the increase in the area of 

triangle, there is increase in customer value to the firm due to generation of profitable 

additional growth. 
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Figure-6.9: CPM Strategy 
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The initiative for integrating demand chain members in the IT enabled system cannot be 

made with all simultaneously. For that purpose, IT enabled demand chain system should 

be implemented in phase. It should be started with those members who contribute 

maximum value. For the calculation of value, certain quantitative values should be 

assigned to various distribution channel members like 4 to Achievers, Fatal Attraction 

and Humdingers, 3 to Contributors, The Right Stuffs and Mercenaries, 2 to Performers, 

Old Couples and Gadders, and 1 to Drifters, Ghosts and Husks. Hence, in the first phase, 

only those should be integrated on the Web whose value contribution is more than 9 

accordingly, in second phase, more than 6, and so on. 

6.7 Performance Scorecard for Evaluation and Control 
IT enabled demand chain management introduces a new form of business model design- 

one in which customer choice is connected seamlessly to the fulfillment engine, creating 

value for customers and shareholders alike. The result of this new business model is a set 

of leading initiatives for integrating demand chain activities across organizational 

boundaries so that there will be an overall improvement in the performance. That 

performance will add value for each constituent and result in unprecedented levels of 

consumer satisfaction. Hence, it is essential to have some tools for measurement of 

performance of this new model, which would provide a framework for monitoring actual 

performance on a regular basis so that deviations can be controlled and improvements 

can be made in the future to sustain competitive advantage.  

To measure the performance that a demand chain should deliver, it is needed to evaluate 

the market being served. Hence, while developing any performance measurement tool or 

model for demand chain, it is essential to have a comprehensive approach including 

strengths and weakness of the firm, and opportunities and threats imposed by market 

forces. It facilitates in measuring competitive effectiveness by comparing the 

performance of the new business model on strategic (quantitative) and functional 

(qualitative) fronts with respect to old model and industry norms so that it can sustain its 

position in the marketplace for long-term survival.  

While determining the net impact of strategic factors in terms of increase in return on 

assets to firm, return to channel members, demand forecast accuracy, profit margin, on-

time shipment, inventory turns, sales growth, and marketing and distribution costs, and 
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decrease in order/replenishment cycle time and cash conversion cycle would be 

considered as favorable. These strategic factors are largely quantitative because their 

values are in terms of percentage, days or number of times.   

Accordingly, it has been proposed that if there is considerable improvement in the 

demand chain optimization in comparison with the old system but firm is behind the 

industry standard, the net impact would be negative (-1) and firms need to improve 

further. If performance level would be at par/just above than industry standard, then net 

impact would be positive (+1) leading towards competitive advantage. When 

improvement would not be significant and below the industry standard, then net impact 

would be significantly negative (-2) and, improvement would be significantly high in 

comparison with both industry standard and past performance level, then net impact 

would be significantly positive (+2). A summary of the net impact on various strategic 

aspects would give the total net impact of the new business model with respect to overall 

industry scenario as well as old demand chain model.  

Functional factors decrease in frequency of stock-out, defective delivery, channel 

conflict, and increase in real-time information sharing, transparency in system, shared 

value and customer loyalty, collaborative planning, scheduling and innovation, resource 

pooling and risk sharing, customers’ support for excellence and ease of the new system    

would be considered as favorable.  

These functional factors are qualitative in nature so their measurement should be done on 

the scale of 1 (poor performance) to 7 (excellent Performance). If the performance of new 

model is better than the old one, then positive (+1) value should be assigned. If it is 

poorer than the old one, then negative (-1) value should be assigned for various 

parameters. Furthermore, there is no need to compare the performance of the new model 

with industry standard or major competitors because these functional factors are micro in 

nature and meant for internal assessment purposes. In this way, the net impact on value 

can be calculated by the summation of individual values. This will enable firms to find 

out the deficiency in the new model so that corrective measures can be taken at the 

earliest. The detail performance scorecards for strategic and functional factors are shown 

in the Table-6.2 and 6.3 respectively.   
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Old Performance Level New Performance Level  Strategic 

Factor Industry 
Standard 

Major 
Competitor 

Firm’s 
Actual 

Industry 
Standard 

Major 
Competitor 

Firm’s 
Actual 

Net 
Impact 
(-2 to +2) 

Return on Assets to firm 
(in %) 

       
ROI, ROS, & ROME  to 
Channels (in %) 

       
Order/Replenishment 
Cycle Time (in days) 

       
Demand Forecast 
Accuracy (in %)  

       
Profit Margin (in %)        
On-time Shipment (in %)        
Inventory Turns  
(in no. of times) 

       

Cash Conversion Cycle 
(in days) 

       
Sales Growth (in %)        
Marketing & Distribution 
Costs (in %) 

       

                                                    Total Net Impact of Strategic Factors  
Table-6.2: Performance scorecard for Strategic Factors 

 
Functional Factor Firm’s Old 

Performance Level 
on the scale of 1 

(poor) to 7 (Excellent) 

Firm’s New 
Performance Level 

on the scale of 1 
(poor) to 7 (Excellent) 

Net Impact 
(–1 to +1) 

Frequency of Stock-out     
Defective Delivery    
Real-time Information Sharing & 
Quality of Decision 

   
Transparency of System, Shared 
Value, & Customer Loyalty  

   
Frequency of Channel Conflict     
Collaborative Planning & 
Scheduling, innovation 

   
Resource Pooling & Risk Sharing    
Customers’ Support for 
Excellence    
Ease of the system    

Total Net Impact of Strategic Factors  
Table-6.3: Performance Scorecard for Functional Factors 

 
6.8 Chapter Summary 
A new business model has been proposed for demand chain management taking into 

consideration existing issues and challenges in the new environment. Value proposition 

of the model is defined in terms of “RESPECT” (Reasonable return, Efficiency, Speed, 

Economy of Scale, Collaboration, and Trust). For the fulfillment of above value 

proposition, the requirement of information will be comprehensive and its speedy flow 
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across the demand chain, which also needs interface with firm’s ERP and SCM systems. 

Hence, proposed business model is an IT enabled demand chain management. The 

highlights of this model are hyper-responsive, partnering relationships, shared value and 

knowledge, and value-added service. This model also addresses the scope of 

disintermediation and reintermediation, prevention of unnecessary stockpiles across the 

demand chain, and cost reduction.  

The proposed IT enabled demand chain management solutions are based on certain 

underlying philosophical principles. It includes minimization of number of layers of 

demand chain, provide a common view of demand, have business intelligence for 

optimization, develop multiple supply network, continuous replenishment in small 

quantity, and information transparency and visibility across the demand chain. 

The proposed model is being validated for its feasibility, scope for use and successful 

implementation in the defined sectors. On the basis of opinion of experts (top corporate 

executives heading distribution function), various strategic initiatives have been proposed 

for successful implementation of new demand chain management system. It includes 

collaborative planning and scheduling, training and education to demand chain members, 

demand chain partnering relationships, pro-active demand-driven breakthrough culture, 

vendor managed inventory system, and customer portfolio management. It is uniquely 

hyper-responsive linkage between major demand chain partners. To transcend this, 

however, it requires a broad understanding of marketing and distribution, sharing of 

information between parties and the development of personal rapport between mangers at 

a number of levels in all organizations of demand chain for real time quick response. 

Information technology can support internal operations and collaboration between 

demand chain members. By the use of high-speed data networks and databases, firms can 

share data with its business partners to better manage the whole value chain. That is why, 

the effective use of this technology is a key aspect of firm’s success. All information 

systems are composed of technology that performs three main functions namely, data 

capture and communication, data storage and retrieval, and data manipulation and 

reporting. Various IT enabled managerial processes have been proposed in the new 

model include order management, demand planning and forecasting system, inventory 
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management system, transportation planning and scheduling system, LR system, advance 

planning and scheduling system, ERP system, and SCM system.  

For the evaluation and control purposes, a performance scorecard has also been proposed 

addressing various strategic and functional aspects. Strategic factors include return on 

assets to firm, return to channel members, order/replenishment cycle time, demand 

forecast accuracy, profit margin, on-time shipment, inventory turns, cash conversion 

cycle, sales growth, and marketing and distribution costs. Functional factors deal with 

frequency of stock-out, defective delivery, real-time information sharing and quality of 

decision, transparency of system, shared value and customer loyalty, frequency of 

channel conflict, effectiveness of promotional policies, collaborative planning, 

scheduling and innovation, resource pooling and risk sharing, customer support for 

excellence, and ease of the system.  
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Chapter-7 

 
Conclusions and Scope for Further Research 

 
On the basis of literature survey, it has been found that there is significant and continuous 

transformation in the European publishing companies in last two decades. In this new 

emerging environment, publishing firms need to redefine their business game plans to 

survive and grow. Due to unpredictable and fluctuating market behavior and reactive 

approach of corporate enterprises towards it, huge inventory of finished goods are piled-

up across the demand chain also not able to prevent stock-out situations. The negative 

outcomes of this situation are in terms of higher inventory holding costs, poor sales and 

financial performance, and diminishing value enhancement. It has also seen that firms 

lack innovations for management of demand chain strategically to gain sustainable 

competitive advantage and long-term performance of business. 

That is why, this research has been an attempt to have a pro-active study of various 

dimensions of demand chain management strategically about present status and locating 

different issues associated with it. It has also covered an extensive analysis of changing 

landscape of business environment in the era of globalization and information technology 

and identified various opportunities and challenges pertaining to marketing in general and 

demand chain in particular. Various dimensions of demand chain covered in this are have 

been present status of distribution in marketing-mix, role of marketing intermediaries, 

distribution system structure, and channel relationships. Above facets of demand chain 

management in the new emerging environment facilitated in the development of an IT 

enabled demand chain management business model addressing all identified issues, 

challenges and opportunities. Major results of the study are as follow: 

• Brand management is the most important function of marketing for the present 

followed by distribution channel management, advertising, sales promotion, logistics, 

sales administration and management, and demand forecasting and management.  
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• Main objectives behind the growing importance of distribution are higher growth and 

long-term performance of business, greater market dominance and coverage, 

sustainable competitive advantage, cost containment, and partnering channel 

relationships. It is because of the fact that product, price and promotion no more bring 

long-term competitive advantage. Distribution channel strategy is always a well-

structured system, meant for long-term and based on the philosophy of relationships, 

which is very difficult to copy by competitors. 

• Traditionally, advertising was used for brand building and management. But in the 

prevailing new emerging environment, emphasis is more on sales promotion and 

trade promotion instead of advertising. In other words, focus of promotion is more on 

point-of-sale brand building and management.  

• Information technology (IT) further complicates the whole gamut of distribution. It 

provides an additional channel of distribution as well as increases the magnitude of 

competition. It is also a new and powerful information medium for producers, 

wholesalers and retailers to conduct business among each other enhancing 

interactivity, productivity, transaction efficiency, and relationships facilitating firms 

in optimization of resources and containment of total cost. 

• Marketing intermediaries add two types of values namely, logistical and marketing 

values addition. Intermediaries closer to the firm add high logistical value and less 

marketing value. Whereas, intermediaries closer to consumers add high logistical as 

well as marketing values to prevent stock-out.  

• Multi-tier distribution system is prevailing in most of the industrial sectors barring 

publishing industry. In the new environment, there is every possibility of 

transformation in the distribution channel structure. These changes may be in the 

form of disintermediation and/or reintermediation. Disintermediation can be partial or 

complete (cybermediation). Whereas, reintermediation can be in the form of 

infomediary and intermediary empowerment.  

• Publishing firms of offline print media do not prefer cybermediary for mass 

marketing. Some firms have Internet distribution system but only for niche markets 

like, institutional markets, highly premium products/brands. In the situation of partial 

disintermediation, most of the firms would like to prefer C&F agents. In no case, they 
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have chosen retailers/dealers. The concept of infomediary is prevailing but practiced 

widely in Europe at present but consumer respondents prefer to collect information 

from the Internet and then physically verify products at stores before making 

purchase decisions. Hence, there is a bright future of infomediary in Europe. The 

overwhelming highlights of this system include containment of costs, working 

methodology, transparency and real-time availability of information regarding order-

status, shipment schedules, replies of inquiries, credit status, stock-status, etc. making 

them feel significant and committed to achieve predetermined objectives, team-

spirited, and excited about their work. 

• Partnering channel relationships is an important issue of demand chain management. 

It is essential to keep channel members happy, loyal and well motivated for higher 

growth and long-term performance of business. Furthermore, all firms under study 

have integrating by negotiation strategy for resolution of channel conflicts.  

Altogether 21 factors have been identified for partnering relationships. These factors 

have been grouped in nine key relationship factors (KRF) on the basis of nature and 

characteristics. Accordingly, 5.76 is the maximum value assigned to various aspects 

related to availability of products and minimum value 4.36 given to zero-defect 

delivery. Out of nine factors, two factors (prompt information sharing about changes 

in product profile, sales policy and promotional schemes, and point-to-point 

information about order status, shipment/delivery schedule and tracking of movement 

of shipment) are having information components solely. Whereas, the efficiency of 

remaining seven factors can be significantly improved by the extensive use of 

information technology. These factors include quick responsiveness for regular 

availability of products as per normal and unforeseen requirements, no stock-out and 

fulfillment of delivery commitment, consistency in trade related service quality, 

prompt logistics system for recovery from defective delivery, reasonable return on 

investment and infrastructure, fixed and smaller replenishment cycle time, 

commitment for long-term association, and zero-defect delivery.  
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IT enabled Demand Chain Management Business Model 

On the basis of above results, a new business model for the European publishing firms 

has been proposed for demand chain management taking into consideration existing 

issues and challenges in the new environment. Value proposition of the model has been 

redefined in terms of “RESPECT” (Reasonable return, Efficiency, Speed, Economy of 

Scale, Collaboration, and Trust). For the fulfillment of above value proposition, the 

requirement of information will be comprehensive and its speedy flow across the demand 

chain, which also needs interface with firm’s ERP and SCM systems. Hence, proposed 

business model is an IT enabled demand chain management. The highlights of this model 

are hyper-responsive, partnering relationships, shared value and knowledge, and value-

added service. This model also addresses the scope of disintermediation and 

reintermediation, prevention of unnecessary stockpiles across the demand chain, and cost 

reduction.  

The proposed IT enabled demand chain management solutions are based on certain 

underlying philosophical principles. It includes minimize the number of layers, adopt pull 

based push strategy, provide a common view of demand, have business intelligence for 

optimization, develop multiple supply network, continuous replenishment in small 

quantity, and information transparency and visibility across the demand chain. 

The proposed model is being validated for its feasibility, scope for use and successful 

implementation in the defined sectors. On the basis of opinion of experts (top corporate 

executives heading distribution function), various strategic initiatives have been proposed 

for successful implementation of new demand chain management system. It includes 

collaborative planning and scheduling, training and education to demand chain members, 

demand chain partnering relationships, pro-active demand-driven breakthrough culture, 

vendor managed inventory system, and customer portfolio management. It is uniquely 

hyper-responsive linkage between major demand chain partners. To transcend this, 

however, it requires a broad understanding of marketing and distribution, sharing of 

information between parties and the development of personal rapport between mangers at 

a number of levels in all organizations of demand chain for real time quick response. 

Information technology can support internal operations and collaboration between 
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demand chain members. By the use of high-speed data networks and databases, 

publishing firms can share data with its business partners to better manage the whole 

value chain. That is why, the effective use of this technology is a key aspect of  

publishing firm’s success. All information systems are composed of technology that 

performs three main functions namely, data capture and communication, data storage and 

retrieval, and data manipulation and reporting. Various IT enabled managerial processes 

have been proposed for the optimization of the value of the new model. It include order 

management, demand planning and forecasting system, inventory management system, 

transportation planning and scheduling system, leveraging relationship system, advance 

planning and scheduling system, ERP system, and SCM system.  

For the evaluation and control purposes, a performance scorecard has also been proposed 

addressing various strategic and functional aspects. Strategic factors include return on 

assets to firm, return to channel members, order/replenishment cycle time, demand 

forecast accuracy, profit margin, on-time shipment, inventory turns, cash conversion 

cycle, sales growth, and marketing and distribution costs. Functional factors deal with 

frequency of stock-out, defective delivery, real-time information sharing and quality of 

decision, transparency of system, shared value and customer loyalty, frequency of 

channel conflict, effectiveness of promotional policies, collaborative planning, 

scheduling and innovation, resource pooling and risk sharing, and customer support for 

excellence.    

Potential Benefits of the Model 

The potential benefits of the proposed demand chain management model are in terms of 

reduced inventory holding days across the demand chain resulting into unfreezing of 

working capital that facilitates in the improvement in the financial performance. It also 

enhances the capability of firms to meet the challenges imposed by new emerging 

business environment. Thus distribution of inventory holding days across the demand 

chain is shown in Table-7.1.  
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Children books Press CW RDC C&F 
Agent 

Stockiest Retailer Total

Inventory Holding Days 6 7 8 8 7-10 6-8 42-47 

Scientific books Press RDC Distributor Dealer Total
Inventory Holding Days 15 14 5-6 6-8 40-43 

SIP Press Authorized Dealer Total
Inventory Holding Days 17 6-8 23-25 

 
Table-7.1: Inventory Holding Days across the Demand Chain 

 
The seven principles of the IT enabled demand chain management model facilitate in the 

minimization of inventory holding days and its costs. However, out of these principles, 

principle-1 (minimize number of layers) would contribute directly in the achievement of 

it. Whereas, remaining six principles would be the facilitators that support the new 

system to make things happened without under or over inventory holding. But the 

contribution of this principle would be diminishing in the case of publishing industry 

where one-tier distribution system is prevailing and disintermediation is not a favorable 

proposition. Thus, while applying principle-1, firms must have a careful approach and 

must take into consideration various factors that had been discussed in Chapter-6 along 

with cost benefit analysis. The role of principle-1 and others in the minimization of 

inventory holding days are shown in Table-7.2.  

 

Role of Principle in Minimizing Inventory Holding Days  

Industry Principle-1 Principles 2 to 7 

Children books Major Contributor Major Facilitator 

Scientific books Major Contributor Major Facilitator 

SIP Diminishing Major Contributor & Facilitator 

Table-7.2: Role of various Principles in Minimizing Inventory Holding Days 

The detail structure of inventory holding days across the demand chain is shown in 

Table-7.3.  
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Industry Inventory Holding Days across the Demand Chain 

Children books Press CW RDC C&F 
Agen

t 

Stockiest Retailer Total 

Existing System 6 7 8 8 7-10 6-8 42-47 

New System 2 -- 5-7 -- 3-5 2-3 12-17 

Scientific books Press RDC Distributor Dealer Total 
Existing System 15 14 5-6 6-8 40-43 

New System 4 -- -- 4-6 8-10 
SIP Press Authorized Dealer Total 

Existing System 17 6-8 23-25 
New System 2 2-5 4-7 

 
Table-7.3: Inventory Holding Days in Old and New Systems 

 

It has been seen the Chapter-1 and Chapter-2 that prevailing and emerging new business 

environment has compelled corporate enterprises to redefine their business models for 

sustaining their survival in the era of globalization and information technology. These 

environmental scenarios are providing new opportunities to have efficient and effective 

ways to conduct business also imposing new challenges on a continuous basis. For the 

survival and long-term performance of business, firms need to have pro-active and hyper-

responsive top management vision. The emphasis of the top management should be 

mainly on demand-driven marketing strategies. That is why, the focus of the new age 

marketing is on three things namely, knowledge management, technology management 

and relationship management.       

Taking into consideration these aspects, the proposed IT enabled demand chain 

management model would facilitate corporate enterprises to shift their mindset from 

“make-and-stock” and /or “make-and sale” business philosophies to “sense-and-respond” 

philosophy by transformation in their mechanism for the conduct of their business. Fresh 

sets of initiatives to meet the challenges and exploit opportunities are the highlights of 

this new model, which are significantly different from old model as illustrated in Table-

7.4.  
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Aspects Old Model Mechanism New Model Mechanism 
Product availability Just-in-time Real time 

Stock-out Frequently Rarely 

Replenishment Intermittent Continuous 

Working capital and space need  Huge Minimum 

Distribution channel structure Longer Smaller 

Relationships  Transactional Partnering 

Information sharing Delayed, manual and 
paper based 

Timely and online 

Business transactions Need based Transparent 

Return on assets Below desired Above expected 

Logistical services Inconsistent and unreliable Consistent and reliable 

Technology savvy Reactive and Reluctance Pro-active and Adaptive 

Decision mechanism Data and information -
centric 

Intelligence and knowledge 
–centric 

Marketing strategy Push Pull based push 

Marketing and distribution costs High Low 

Customer value Meeting expectations Exceeding expectations 

Market performance Competitive advantage Sustainable competitive 
advantage 

   

 
          Corporate Mindset 

“Make-and –stock” 
and/or 

     “Make-and-sale” 

 
    “Sense-and respond” 

Table-7.4: Business Mechanism in old and new Models 

Thus, the proposed IT enabled Demand chain management model would enhance 

publishing firm’s value in the marketplace in many ways like,   

• Real-time availability of products with no stock-out ensuring higher customer service 

levels, which will lead to greater revenue and net income. 

• Continuous replenishment in small quantity unlocking working capital, which will 

increase inventory turns.  

• Efficient space assortments and promotion ensuring optimum utilization of resources, 

which will increase return on assets.    

• Real-time communication of information across the demand chain ensuring trust, 

transparency and collaborative system, which will facilitate in the development and 
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maintenance of partnering relationships for higher growth and long-term performance 

of business. 

• Reasonable return to all demand chain members ensuring a win-win situation to all, 

which will lead to build sustainable competitive advantage in the marketplace. 

• Consistency and reliability of cost efficient logistical services, which will decrease 

operating expenses. 

• Lower costs of goods sold, which will increase net profit.  

This research is an effort to enhance the opportunity for the management of demand 

chain strategically in the emerging business environment. The present study was aimed at 

to develop a strategic demand chain management business model for European 

publishing companies to gain sustainable competitive advantage and long-term 

performance of business in the emerging Environment. This is being achieved by an in-

depth study of various dimensions of demand chain management strategically. Extensive 

exploratory and descriptive researches have been conducted to identify key issues 

facilitated in the development of a strategic framework for demand chain management. It 

includes status of distribution for sustainable competitive advantage in the changing 

landscape of market characteristics, role of marketing intermediaries, distribution channel 

structure, partnering channel relationships, and strategy for implementation. Many other 

factors like, economic, political, and legal aspects have been ignored. At the same time, 

possible transformation in the business game plan due to rapid and continuous 

innovations in the field of information and communication technologies, this can further 

increase opportunities, productivity and complexities in the near future. These offer 

immediate avenues for further research to assess in detail the characteristics of IT enabled 

demand chain management and their suitability and applicability in the conduct of 

business in future.  

Business environment is always dynamic in nature so many more changes (like, 

implementation of Value Added Tax system, consumer adaptability of the Internet as 

marketspace, etc.) are likely in years to come. But the proposed strategic framework for 

demand chain management will be an underlying methodology to address demand chain 

issues and challenges, and its efficient management for sustainable competitive 

advantage and long-term performance of business.    
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Appendices 

 
• Questionnnaire-1 (for corporate executives of publishing companies) 

• Questionnnaire-2 (for consumers) 

• Brief Profile of the Researcher 
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QQUUEESSTTIIOONNNNAAIIRREE--11  
     

PART-I 
 
Objective-I: To measure the place of distribution in the total marketing mix strategy of the 

publishing companies in the era of global competition and information technology  
 

Name  
Designation  
Name of the Company & Address  
e-mail   

   
Note: Please attach your Visiting Card alternatively 

 
Q-1.   Please specify the importance of various functions of marketing in the present days competitive 

scenario on the scale of 1-7; 1 being not important and 7 very important 

 
FUNCTIONAL AREA IMPORTANCE 
Brand Management  
Advertising Management  
Sales Promotion Management  
Distribution Channel Management  
Physical Distribution / Logistics Management   
Demand Forecasting & Management  
Sales Administration & Management  

 
Q-2.  Please specify, various purposes behind efficient distribution management on the scale of 1-7; 1 

being not important and 7 very important  

 
Higher Growth & Long-term Performance Business   
Greater Market Dominance and Coverage  
Sustainable Competitive advantage  
Total Cost Containment  
Development and Maintenance of Harmonious Channel Relationships  
Improvement of Economic and Social Welfare   

 
Q-3.  Please indicate the combination of Advertising and Sales Promotion for the products of the 

company  

 More Advertising and 
Less Sales Promotion 

 More Sales Promotion 
and Less Advertising 

 Both Equally 
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Q-4.  Please specify, the share of trade related schemes meant for Channel Members out of the total 

promotional budget tentatively 

 Below 20 %   20-30 %
  

 30-40 %
  

 50 %
  

 Above 50% 

Q-5.  Please specify the main of the present advertising campaign of your company 

 Brand Building  Awareness about sales 
Promotion Schemes 

 Awareness about features of your 
Products  

 
Q-6.  Do you sell your products directly to consumers? 
 

 Yes  No
    
Q-7.  Do you think that in the global competitive scenario, the role of distribution channel members have? 
 

 Increased  Decreased  No Change  
 

Q-8.  Do you think that in the era of Information Technology (Especially Internet), the role of distribution 

channel members have 

 Increased  Decreased  No Change  
 

Q-9.  Do you think that long-term performance of business largely depends on qualitative contributions 

made by distribution channel members now a day? 

 Yes  No
 
Q-10.  Do you use or planning to use the Internet to as distribution channel for niche marketing your 

products? 

 Yes  No
 
Q-11.  If Yes / No, please specify three main reasons 

 (i) …………………………………………   
 (ii) ………………………………………… 
 (iii) ………………………………………… 
 

Q-12. Do you think that Web-enabled Distribution Channel System can improve distribution            

efficiency? 

 Yes  No
    

Q-13.  In order to have smaller demand chain, if, you have been asked to cut down one channel member, 

then which one you would like to bypass? 

 
 C&F Agents  Stockiest / Distributors  Retailers / Dealers

 
Q-14.  Any specific reason for such a choice………………..…………………………………….…………. 
 ……………………………………………………………………….…………….………... 
 ……………………………………………………………………………………….. 
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Q-15.  In the situation of conflicts with channel members, do you use integrating by negotiation            

strategy to resolve it? 

 Yes  No
  
Q-16.  Do you think that for sustainable competitive advantage, firms need to keep channel members 

happy, loyal and well motivated towards trade? 

 
 

PART-II 
 
Objective-II: To identify the role of  intermediaries in the present day era of global competition     

                       and information technology 

                        
Role of intermediaries on the scale of 
1(not important) to 7 (very important) 

                           
Factors 

C&F 
Agents 

Stockiest/ 
Distributors 

Retailers 

Logistics and Exchange Functions 
• Breaking Bulk    
• Accumulation    
• Assortment    
• Systematic Settlement of Exchange    
• Timely, Intact movement & Delivery of Products    
• Availability & Proper Storage of Products    
• Order Processing & Fulfillment    
• Economies of Scale in Physical Distribution of Products    

Marketing Functions 
• Market Coverage & Penetration    
• Facilitating Buyers in Information Search    
• Supporting Buyers in their Purchase Decision    
• Product Holding & Risk-sharing    
• Local Brand Building    
• Prominent Display & Pleasant Purchase Environment    
• Local Credit (if any)    
• Push Effort to generate Sales Volume    
• Trust Building    
• Information sharing with firms     
• Product Performance    
• Market Knowledge    
• Consumer Tastes and Preferences    
• Dynamic Price Effectiveness    
• Competitors Actions and Reactions    
• Effectiveness of Current Promotional Strategy    
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PART-III 
 
 
Objective-III: To identify key factors for publishing company-intermediary relationships 
 

Please specify the importance of various relationships factors (Issues) on the scale of  
1(Not important) to 7 (Very important) 

 RELATIONSHIPS FACTORS Overall Importance 
• Reasonable Return on Investment & Infra-structure  
• Written, Transparent & Non-discriminatory sales Policy  
• Commitment for Long-term Association  
• Intermediary Participation in Formulation of sales policy   
• Prompt Information sharing about changes in Product Profile, sales  
              Policy and Promotional schemes  

 

• Continuous Training for development of entrepreneurial Acumen   
• Collaborative Effort for Excellence  
• Regular availability of Products  
• Ability to meet Unforeseen Requirement  
• Prevention of Stock-out situation  
• Fixed Replenishment Cycle Time  
• Efforts to Reduce replenishment Cycle Time  
• Computer to Computer Order Entry   
• Consistency in quality of Product  
• Delivery of Books as per Features & Quantity specified in Order  
• Intact Delivery of Books without Damage in Transit  
• Accurate & Timely Delivery of Business Documents  
• Prompt System for Recovery from Defective Delivery as specified   
              in Q-14 to Q-17   

 

• Availability of Information regarding Status of Order, Shipment /  
              Delivery Schedule & Tracking of Movement 

 

• Fulfillment of Delivery Commitment  
• Consistency in Total Trade related Service Quality  

 
 
Thank you for your Participation and Cooperation in completing this Research Project. Your time and 
effort are sincerely APPRECIATED. 
 
 

Sajal Kabiraj, Masters’Student - ILSCM 
Media Management & Transformation Center (MMTC)  

Jönköping International Business School, Jönköping University, 
P.O Box 1026, SE-551 11 Jönköping. Sweden  

Phone +46 (0)36 10 10 00, Cell:  +46 (0)73 574 02 11, Fax +46 (0)36 165069  
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QQUUEESSTTIIOONNNNAAIIRREE--22 
       
Objective: To Measure the Consumer Sensitivity towards their Purchase Decision for                      

                   various Publishing Product Categories. 
Importance of the Products on the scale of 

1(not important) to 7(very important) 
Physical Products Service Products Digital Products 

 
Products

 
 
Factors 

Simple   Complex Highly     
Branded Standard  Value    

Added  Simple Complex   

Information Components 
• Availability of Product        
• Availability of alternative 

products 
       

• Comparative analysis of features        
• Price Structure & Payment 

Schedule 
       

• Point-of-Purchase Incentives   
     (schemes) 

       

• Corporate & Brand Image        
• Opinion of the Experts and/or    
     Existing Users 

       

• Goodwill of the Intermediary  
     (Dealer/ Retailer) 

       

Reliability for Post-purchase 
services  

       

Physical Inspection Components 
• Verification of Physical 

Attributes like Shape, Size, Look, 
Style, etc. 

       

• Physical Condition (intactness) 
of the Product 

       

• Demonstration of functionality        
• Publishing Date        
• Maximum Retail Price        
• Physical Comparison of 

Alternative products/titles for 
Maximizing Benefits at 
Minimum Risk 

       

• Confident & Intelligent Purchase 
Decision for Value-for-Money 
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Comparison of Shopping Behavior on the Scale 
of  1 (LOW) to 7 (HIGH) PURCHASE EXPERIENCE FACTOR 

Online Online-
Offline 

Offline 

• Purchasing of a Physical Publishing Product    
• Easier, Fun and Entertainment    
• Trust Worthiness of Offering    
• Knowledge about Product    
• Read and Decide    
• Security of Buying / Shopping    
• Negotiation / Bargaining Power    
• Physical Delivery of Product    
• Confidence of Proper use of Credit Card details     
• Confidence in Purchase Decision    
• Variety of Offerings / Alternatives    
• Point- of- Purchase Incentives    
• Local Credit facility    
• Reliability of Seller    
• Internal and Emotional satisfaction    
• Minimization of Risk    

 
Name:  
Age:  
Educational qualification:  
Profession:  
Address:  
E-mail :  
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