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FOREWORD «
o

In reading this paver, one should keap.ln mind that
there exists competing descriptions of thé\\Pc‘a1 reality we
live 1in, and the matter at issue indicates thét the analysis of
both system costs and effects depend in part on that descrihtion'
of the world we choose. The distinction is that decisions are
made for 'political' reasons and thét for reasons of 'economic ,
-rationality' there is less a distinction on the basis of rational
decision-making (for both may or may not be rational), but more
a distinction along the lines of what specific goals are being
sought after, how one evaluates efficiency, effects, effectiveness
and benefits divided among competing interest groups, and in
general, who has what degree of control of the relevant desicion-
nmaking power. FEconomic and heurisftic approaches scem to be |
useful to the extent that they make desicion-makers more awére
ahd more explicit about alternatives and their various con—

1 4
sequences.

Even more useful than techniques and abprdaches them-
selves, 1s the broad conceptien of 6Tféctiveness (cost and' |
effectiveness to be more exact) analysis within the decision
making framework, at each level of :

- Planning

- TImplementation, and

-~ TEvaluation 'vertically' and 'horizantally' in time
and also at each section of the institutional organization ;
in spvace. In other words, effectiveness analysis of periodicals
at a specific time throughout all the selling end-points in all
regions (horizantally) and/or analysis of periodicals in a

specific region throuchout a period of time (vertically).
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Such analysis should not be taken as definitive,
but as informative, to be interpreted with caution and common

sense, based on the knowledge of both its strengths and weak-

nesses. '

This paper would serve its purpose, only to the extent

that it proves the need for more research on the éubject.



PREFACE

Perhaps one of the primary reasons for the void in
distribution effectiveness is the fact that no 6verail cdﬁesivé
and appealing analytical framework has been developed which
has spurred gatisfying text. Although several important
frameworks based on classical economic models or on game the-
ory have been formﬁiated, none seems to have provided the
impetus for a comprehensive statement of channel practice and
management. Unfortunately, because of their limiting assump-
tions, many of the analytical models presently available, fail
to capture the exc;ting behavioral dynamics of the marketplaqe
distribution and thus are less rooted in reality than they
otherwise might be, especially for Turkey.

Clearly, there exists both a practical and a scientific
need for a better illumination of the behavioral dimensionsl |
of the distfibution process. -Although there can be no doubt
that economic incentives provide the m?ﬁoF motivation for many
of the organizations engaged in the péaceés; there ig also no

‘doubt that the way in which the wide ;;}ietj of distributive
relationships are maintained is-a &eéy determinant in abcompliéh-
ing the task of making goods and services ; periodicals 'per
ge' available for consumption. A series of complex social
interaétions is critical to the succesé of any one distribution
organization in its efforts to serve its clients better. Be-
cause of the complexity and significance of these interactionms,
marketing channels-that is, the networks of institutions invql§
-in the distributive process-can be analyzed more completely
when they are viewed as social systems. Placing the emphasis
exclusively on the economic incentives inherent and manipulatéd

in them is 'myopic'. This understanding is particularly ijmpor-



tant when attention is turned to the channels for educational
goods and serVices, especially like Gelisim's encyclopedia part-
works. The paper also attempts to underscore the need for ihtéf—
organization management through the use of approaches, fraﬂeWorks,
and perspectives that have been developed and investigated in“‘ i
such fields as sociolbg,?ApsyChology, organizational behavior,
and economics. Understanding the management of channel re -
lationships is the center of the analysis, and the marketing
channel, as a whole, is viewed as the relevant unit of éompeti—
tion.  The approach adopted is systems-managerial, and use of
whatever tool developed,at the end of this paper by the management
team of Gelisim A.S. is foreseen.

It is possible to employ a specific simulation model
as manager's decision tool for the purpose of manipulating the
distribution effectiveness and efficiency of periodical publica-'
tions of Gelisim. Here if effiéiency‘is loked at as an index
of guantity and quality of sales, and assumed to be defined by
n, , then ; ’

n, = Sales/Distribution eeeieieieveiseinneracenas (1)
/ \ .

) ( o
- e / \ ~

The manager simultaneously decide% bn the periodic
quantification of distribution in different territories, thus
aiming at guantification of sales in the respective territories.
Thus profit maximization can be attained by manipulating through
simulation. This provides us with & very powerful, vet very flex-
_ib]e tool. :

However, other projection technigues such as regression
analysis and future evtrapolation programs can also ba emnloved
per se, but due to the fact that they provide one-shot answers,
and because they are not interactive programs providing ansvers.

on the spur of the decision moment, they are less desirable.



Here, iﬁ the related parts of this paner, other control-
lable variables besides distribution that can effect profit max-
imization»such as promotion, advertisement,physical and substan-~
ti&e quality of the products, price, increase in general cost
of living, decrease in publication cost and distribution costs
etc. are assumed to be constant for the regression analysis and
the extrapolation program. This éssumption is justified 'perlse'
by the fact that due to lack of historical figures, this is an ana-
lysisbcarried out in one year and during this year all other
controllable variables are factually constant and monthly figures
are feeded into the analysis, thus monthly analysis within one
year is in effect. TIn jhe future, analysis of similar sorts, can
be carried over the years for a better picture of any trend and/or
point-situatibn, freer of monthly and Seasgﬂ;y fluctuations.

Distribution efficiency as'define&\?bdve, can be re-

N\

phrased, then from the equation j
n, = Sales / Distribution, oo

Since net sales are the diffenence~between quantity

~distributed, and quantity returned; one can. develope the formula-

e

i

tion : O D -~ R where,

S = BSales,
R = Returns, and ,
D = Quantity distributed.
Thus |
R . 1
R = 1- —5—-................5 ..... cerecrenanses( 2)

Here the unsold portion of sales (which is returns) is

used in the above formulation as follows :

S eaen ceeeeena( 30
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Thus as returns decre&se, net circulation of periodi-
cals ; its distribution efficiency increases. But, use of
efficiency is not explanatory enough for the concept of
magazine effectiveness since effectiveness is an index of
quantity of sales, and its perception by the readers.

Let us assume two competitive periodicals .: magazine
A and magazine B. Let us also assume that the former has a
distribution figure; circulation of 1 million and sales of
800.000, and that the latter has a net circulation of 10.000 ,‘
and sales of 9.000.

Thus, magazinq A has efficiency iqééﬁiqf 0.8, and
magazine B has an efficiency of 0.9. Howe&sf,\Magazine A is
appéaling to 800.000 actual customers, and Mé&azine B is
appealing to 9.000 customers only.

| Here, no doubt, by virtiye of the communication in-
dustry rule and/or publications‘indﬁstry, marazine A is the

.more effective periodical, regardless of its efficiency. '
Thus, market potential, penetration and mere siza

of the figures and how it fits the system as a whole, have

]

dictating tone in anyv effectiveness Ehiiﬁsis, 1
For a manager who uses the simulation model develoved
in this text the ultimate business objective : profit maximiza-
tion is easily tackled until it obhbains a satisfying level
and/or optimum level, and until the managser chooses to quitn
playing the 'game' .
This text is attempted to be hoth descrintive and
prescriptive. That is, there are descriptions of what takes
place within channels and how channels are organized as well as
discussions concerning how channels should be organized ; the

emphasis of the effort is on the strive for development of

¢



- viid-

effective methods of inter-organization management within '
commercial channels of distribution, in general, within
Hirdagitim's channels of distribution of periodicals in
specific.

The approach of this paner may be found more useful .
in provzdlng'to Geligim's general manager's, a viewpoint on dis-
tribution, on marketing information etc., ?haq emphasising on

research methods and techniques. (

.

v ‘ I
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To whom it may concern, Ms. Kurtulug Sawyer has been
supplied with confidential 1983 net circulation figures of the
periodicals of our firm, Gelisim Holding. Thus the figures she
has used as input to her computer programs, has been treated
with a dummy all throughout the data ; however horizontal

vertical and geometric relations between the figures are consis-
)

AN

tent with the true picture.
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N

o

Chairman of The Board |
of Trustees o

Mr. Ercan ARIKLI
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ABSTRACT- (
.

Ny

It is suggested that the distribution effectiveness -

of marketing orgaﬁizétion need a systematic evaluation.

A'probébilistic definition of effectiveness is sugges-
ted and parallelogram-énd/or dichatomy of effectiveness with
efficiency is accentuated.

Although research on the subject is abundant, lack
of a theory on which researchers agree, creates a situation
where the number of difgerent conceptual contracts is almost
equal to the number of ;nvestigators. In this paper :

Deécription of the structure, and domimant management
nodes within periodical retailing and wholesaling is made,ana |
the set-up of Hiirdagitim distribution channels is studied in
relation with 14 of Gelisim's periodicals within the year'1983§
An overview of physical distribution activities by channel
members is then cited. - : .

Channel structure and institutional change is paired.
(Why the channel have emerged, and teker-the shape that theﬁ
did 7 Why specific institutions within the chénnel'system have
altered over time ? etc.) -

An attempt is made for the assesment of the performanée
of channels and institutions comprisiﬁg them; incorporating . |
both the broad, societal viewpoint and a managerial 'micro' view—
point.

There is a distinct need for role specification, the

use of power, conflict management, channel leadership, and

effective communication within channels.
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¥ )
| A description is made of the“interorganization manage-
‘ment and the marketing flows.in general, and in particular, the
limitations in the use of social and economic power in the -
channgl system, and how the principles of interorganization
managemeﬁt that are inherint in the distribution process have '
or might be implemented is studied. ‘ |

Given, and proven the need for communications within ,
channel systems, exéminétion of communication problemq,struqtufg
of competition and mahagement modes, vertical marketing sysfemé
and development of information systems within retailing and who-
leéaling is attempted éo be tackled by means qf questionﬁaiieé.:

The notioﬁ of monetary compensation for channel
participation is extrapolated as directly relevant to activities
in the commerclal channel subsystems.

| Locklng into some of the factual details, this 1nvol§es

that the channel members should be paid only for what thet ac-
tually'do carry, and distribute within the gystem. .

However, examinati?n has provén that suchvis,ﬁbé alwhys‘
the case. For example, in the posit}ogk(e;i. wholesaler, retailer,
carrier etc.) that an institution occupies within the system,
although theré:are‘disébunté which are frequently called Pfunctibnal“"
discounts, they are often based not on what flows a specific
institution (e.i. Bagbayii) is performing and its coverage of
theée floﬁs but rather on trade tradition.

For example, some publishers have be%n known to grant
large discounts to their distriputors on Qpe bas1s of the storage ‘
and dlstrlbutlon (physical possession) functions these perform. i

In a closer analysis'bf distributors’' financial positions;

it was found that they were earping 20 percent while middlemen =

(e.i. Tali Bayi') are entitled to earn only satisfactory returns.
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amounting to five peréént. - ‘ |

It is clear from observations that role relationships
had not been delineated in an effective and meaningful way from
the outset and that the domains of both the publishers and thev
distributors especially some functions of wholesalers and A
retailers, were overlapping.

What is needed in this situation is an audit of the
flows in the channel in order to determine the extent of parti-
pication of the members in each. An audit of this nature wili;
not 6nly permit an adjustment of the compensation structure
within‘tﬁe channel, buf will also lead to the elimination of
dublication reduction of costs and thereby eventually result
in.the lowering of prices to end-users the beginning point of;,
such a channel audit may probably involve the construction of
a‘métrix of system relationships'; a matrix describing the
channel ; comparing the operations of the various regional
channel components within one system of whosalers and retailers‘
and also comparing one channel system (e.i. Basbaylllk) With
others of one region from other regions.

Thus, simultaneous and contintrous use of Appendlx C

D, and E might lead to -such an agdlt;appllqatlon.

N RN

| Institutions and agencies includéd in any given

channel can be portrayed as components of\EBe system., Import-

ant elements of the task environment (e.i. the portion of the
environment, one of the eight regions of Hurriyet upon which .

the system depends geographically)' as can be Seeh in the
enclosed tables can also be shown. By employing such an outloqk,}
it is possible to represent: the structure of various relationships,
within the channel system and between system components, and =
ﬁhe task environment;thus employing a systems approach with’ v

interorganization outlook, utilizing logistics. ‘ .
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When we review the literature on distribution, we see
that the importance of the distribution channels is evaluated.
in the light of new developments of the marketing theory and
concept.

bifferent approaches regarding channels of distribu;
tion are reviewed and evaluated in order to determine the criteria
to be used in measuringbthe effectiveness of channels. Thus the
systems‘approach is Jjudged to be the better one.

Then, models are developed to assess the effectiveness
of channels. Descriptive, predictive and normative models are
traced and are evaluated in terms of validity and reliability.

A more valid and reliable-multi-objective model 1is also searchéd'
for.

Since a good model should include. all the important
variébles; a model to be developed for measuring the effectiveness
of channels of distribution has to cover apprqpriate criteria,
and overcome all the handicaps discussed hf;e:\\\

Channels of distribution is one of\tge most promising i
areas for application of simulation models.. Tbe baéis for the“
simulation model has been built onvtﬁe‘ﬁﬁtput of the lineaf market;
model, extrapolated and studied by means of a‘regreSSion equation,‘
tested for statistical soundness and predictive power, carefully
" outlined by maticulous assumptions. The attempt is hypothesisiﬁg |
that it is possible to use distribution quantities, price and ,
cost as controllable variables and last period's sales and some »
quéntitative demographic characteristics of thé market as some
of the. uncontrallable variables in this predictive model. |

Some quantitative and qualitative questionnaires are

designed and due results are obtained, but they are not yet
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EXTRAPOLATING ON THE THEORY OF o
DISTRIBUTION EFFECTIVENESS

Viewing the traditional marketing literature, we observe
the‘following : in an article by Gattorna, (1978) it is mentioned
that as a separate marketing function, channels of .distribution
were first defined by Borden. Tn spite of its historical‘impoft~
ance, distribution channels have not received enough attentibn'by,
marketing academicians.

On the other hand, disﬁribution costs, the costs ﬁndeffaken
by the members of the channel throughout the flow of product or
service, are the most impbrtant ones. Following the oil crisis and
high inflation and high unemploymentvrates, stagflation, as results
of the crisis, several marketing acedemicians have suggested
coﬁpléméntary revisions of the modern marketing concept. In addi-f
tion to its consumer orientation Kotler and Levy, (1969) proposed
to brbaden the concept of marketing to nonprofit organizations.
Lazer,‘(1969) Peldman, (1971) and Fisk,. (1973) have introduced
"social marketing" trying te protect the consumer aﬁd‘the environment
énd develop the concept of responsibié‘ﬁﬁnsumption patterns;  Some
authbrs like Kotler and Tucker, (1972) also introduced "macro o
marketing" and "demarketing" to fulfill the sccial and macro requ- N
irements of the society and regulate the marke%ing technology acéor— 
ding to social preferences. This marketing/co?cept had to be
rehewéd on the above mentioned dimensions {fra%ianalization of
- marketing activities, application of cost fgﬁqction technigues,.
such as value analysis in marketing decisions, macro and social
considerations in planning marketing activities,have gained greater

importance. In some narts of the world, the marketing systems will



j‘probably'begin to give gréatér priority to social needs whereas
“in the‘centrélly'planned economies greater priority will be_givén'
to the private goods consumption. These trends on both sides‘indib
cate that channels of distribution should be studied with more
'emphasis;‘-
 As a key element of the marketing mix, the term "distribu-
tion" waS*recommended as anJéiternative to "marketing" by the
Committee on Definifiéns of the American Marketing Association;
In his book Alexander, (1963, pp 120) reveals that the commlttee also

defined the channel of dlstrlbutlon as

esessess'the structure of 1ntra—company organlzatlon units and
extra-company agents and dealers, wholesale and/ r tall through
whlch a commodlty, product, or service is marféte senceces

\

™~

;Thus by using channels of distribution,.anvimportént marketing

 brocess'is employed for performing the several functionsrequired |
to brldge the gap between production and consumption. ~Maller,
(1976) also callo this "creation of place utility". Several
‘different definitions of channels of distribution can aléofbé’ ,
fourd in the literature. The terms "distribution chanhelﬁ,

l"marketing channel network", "vertical ﬂgrgg;ing structure”,

. "yertical marketing system", "distribution system" and "chan-

nels of 4ﬂstr1butlon" have bepn used synonymously by the aut-

hors. There is also Atag' sCl9olaxi)probab1llst1c definition of

effectiveness which states that;

cecseess’effectiveness is the probability of giving a correct
decision and the probability of correcting a wrong one"........

Here, extrapolation can be made on the fact that effec-
iveness can be descibed in terms of six system variables

(1) formation gathering capacity



(2) ‘Intellectﬁél clearhess of the communication

(3) Degree of centralization in the organization

(4) Degree of role inambiguity

(5) Degree of cultural control

(6) The reward orientation and the degree to which thé{‘
reinforcement system is reward oriented.

At least three dimensions should be used in defining the

distribution channel

(l) The typology dimension : what characteristics of

| which channel members should be included in the
definition,? Thus, which typology exists ?

- (2) The vertical dimension : where does a channel staft
and end ?

. (3) The horizontal dimension : how many institutions oﬁ
each type at each channel level are to be included
in the definition ?

'In spite of the existence of different definitions of dis-
tribution channels, it is widely accepted to-view theichanﬁels

as inter-organi7ational systems that is, as~séts of interdependeﬁt

!

organizations that, by an exchange of’oﬁ?n%ﬁq a“@ involved in the

I

process of making a product or service avawlab]e for consumptlon.

One has to develop and measure certain criterion variables

to be able to make more efficient channel decisions, such as

decisions concerning the selection of distribution systems and

channels, evaluation of channels, changes in existing distribution

.systems etc. The most commonly used criteria in the literature
says Sturdivant, (1970) are the level of profitability, the degree
of control and adaptability of the channel to the changing condi-

tions. Before developing appropriate eriteria or a criterion to




. H ‘ . . . .
assess the effectiveness of chanhels of distribution, views of

different schools of thought or approaches regarding channels of‘

distribution should be examined. Gattorna, (1978) ascertains
that one can distinguish at least six major schools of thought

for this‘purpose.

It should be noted that this classification is somewhat |,

arbitrary and may have some overlaps.



I. SCHOOLS OF THOUGHT

A. FEconomic Approach

. Perhaps the most traditional view of distribution channgls
came from micro-economists. Micro-economic theory has regafded
channels as flows of economic goods and services and the idea of‘ 5
external economies has béen stressed as a central element. Thus;
creating utilities of time, place and possession is essential forl
this approach. In this respect, marpinal analyéis has gained great
1mportance. All cost reduction p0531b111tvés éhroumh delegatlon
of selected activities 29 external organlzaf\ons which spec1allze
in such activities were studied by Stiegler, (1967). |

In essence, the micro economic approach developed by

‘ BQck%in, (1967) aimed to minimize total channel costs. However,

economists focused on the issue of effectiveness in existing

channels, in addition to obvious shortcomings of the optimization o

‘models used. They have ignored non-economic factors, such.as, =

social, environmental, legal, political etc. . This very brtef S

evaluation shows that the mig¢ro-economic approach is a very imp-

ortant view but not the unique one. =~ o

B. Functional Approach

A second appfoach is suggésted by those who employed a
functional criterion. According to the functional avproach
developed by Mc Common, (1973, pp.SC) a distribution channel is

regarded as

eesseesesThe combination and sequence of agencies through which
one or more of these marketing flows or functions move'........



"‘The author vieweé the chdnnel as a "faﬁqtional system".
Functions were defined as the various types of job tasks or ac- .
tivities which channel members undertake. Then these functions
weré allocated to different channel members in a way which provides
the greatest profit.

| Mc Garry, (1950) defined six basic functions for channel
vmembers, namely;contractual,merchandising, pricing, propagénda,
physical’distributioﬁ and termination. Functions can also be
classified as buying, selling, transportation, sorting, ware-‘
housihg, financing, contracting and so on.
‘Bﬁcklin, (1965) also suggested five functioﬁs; transit,
inventory; search, persuasibn, and production. He claimed that .

through the use of the set of his five functions,vthe manufacturér—

wholesaler-retailer channel may be operationally defined, and thus,

cost curves for institutions performing different functions may be
derived by aggregating the costs of each function. Therefore, an

integration'may only occur when the cost of operating two or more

of the required functions by a single firm is less than'when'they’
are undertaken by separate firms. Alderson, (1949) sﬁggééted to’

match segmentsrof demand and segments 6?'§ﬁbply in the channels

instead of allocating certain tasks or functions to the channel

members. The functional conceptualisation of channels is cerainly

one of the most useful contributions to the subject.
C. Institutional Approach

. Instituonal approach is underpinned by both microeconomic

and functional approaches.

t




A marketing ingtitutioﬂ should acquire its’particulaf
designation of retailer, commission merchant, wholesaler etc.

As mentioned earlier, the~traditional‘concépt regards
a channel gimply as a combination and sequence of physical ‘ ‘
agencies through which various marketing flows, especially flows
of goods and information,_move, and physical exchange occurs .
between production and consumption points. Of course, these}two
extreme points should be included in a channel. It is obviéusi
that these intermediary institutions do and will exist in,thé
loﬁger term only and if their contribution to increased efficiency |
is sustained. | ° |

For Artle, and Berglund, (1959) it is also obvious that
therejs a contractual fationale of channel intermediaries in redﬁcing
the'numbef of transactions. TFor minimizing total costs, routinisation |
of trénséctions, namely, designing of procedures in such a way 'as to .
obviate the need for specifying in detail what is wanted for every
succeésive purchase of the same article. The vertical and_hofizontal’f.
dimensions of channels served by intermediaries have'also.éained‘impof-
tance - in the literature through Davidson,-(1970)."0né of the major
weakneses of this approach is that it d88s not reveal’anything}abﬁut’“
the évaluation of channels. -But market institutions must adapt
continously to their énvironment that has a very dynamic nature }
in ofdef to avoid "economic obsolescense". Thefefore, Cunningham
and'Hardy, (1977) have introduced massive q%éhgi?ave and qualitative
chaﬁges‘among firms in the distributive inqastfieé. It is concluded

that the innovation and change in the distribution system should be |

carefully determined, and that reactions of channel members are very

i

important.



As a summary,itgis appertant that intermediary institu-
tions exist because of the transactional and exchange economies that
they allow. Unfortunately, despite the visible evidence of ins—’
titutional configurations, very little is known about this ﬁéc-
_hanigmvg Therefore, say Dommermuth and Anderson, (1973) fuhc—
tional approach may have greater value than institﬁtional app-
roach in‘generating ideas about dynamics of channel structure,

efficiency and profitability.

D. Organizational Approach

tThis approach isaunderpinned by organizational theory.
‘Administfative theory has found direct application in the dis;‘ o
, tribution channels literature. Proponents of administrative
theof&.such as Taylor, (1911) and Gilberth (l9ﬂ?) _primarily
aimed at improving the efficiency of relat1 ly small closed
systems, namely departments within the firm. The administrative
theorists concerned with describing and 1mprov1ng nerformanqevaf
the 1nd1v1dua1 firm level rather than the 1nterf1rm net- works in
which they existed. But markétlng thggrﬁiys took the opposite
stand and have been preoccupiea with envirohmental forces and
external trading channelé; Ridgeway, (1957) was the firét‘
| administrative theorist who suggested that the body of theory
and reseérch accumulated for the purpose of understanding adminis- |
trative processes within single organizations could be extended
to take in the inter-organizational situation by using the fin-
dings of Barnard, (1958) and Thompson, (1967) and others. Thus

he viewed the channel as an integrated whole or a system. As a

result of new developments in the same direction, organizational



school showed an awareness of the need to '"manage" a collection
of firms in the channel alignment, as an integrated whole. In

this regard the movement was a forerunner to the "systems" school.

E. BSystems Approach

This approach regards distribution channels as an operating
system with an identifiable and distinctive pattern of behavior.

The first use of the "system" notion in a marketing context‘may be
/

attrlbuted to Mc Kenzie, (1968) who suggested/ tOfv1ew marketing

act1v1t19s as a process. Thus, the 1nterdepén\sn01es of structures
and functions which ex1st within and between orsanazaflons appear

' to have stimulated the systems approach to marketing problems.

In the broader sense, a system is a set of objects togethér

[

with rélationships between the objects and between their attributes.

1

Regarding the channel as an organised behavior system recognises
that a channel is a :(1> |
v........‘Purposive and rational assemblage of firms rather than
a random collection of enterprises and emphasises the existance
of cooperative, as well as antagonistic behav1our within the ‘
channel"........ v

Tt should be noticed that a ch&hndl’ of distribution is a
dynamic nstwork. New types of marketing institutions will continue |
to devélo@ in relationship to the performance of functions, typi-
cally offering an opportunity for improving the-output/input ratio
. of a channel. Thus channels may be highly unstable systemsswith‘
their configuration changing dramatically over time.

Viewing the marketing function and channels of distribution

a2s a system within a larger system has been noted for many years,

(1) Ibid., (1948, pp.109) .



»

but marketing theorists have not been generally successful in
vdevelopihg this application to anywhere near the potential it II o
offers. The channel as an operating system has been told by

Common and Little, (197%) to have the follow;ﬁgjcharacteristics;

(1) The channel consists of 1nterre}a§ed components
 that are structured to produce Dr@detehmlﬂed

results . | o

(2) MWMembers of the channel strive to achieve mutuvally
acceptable objectives

(3) Activities performed by channel members are
undertaken éequentially, and thus, it is logical
to think of such activities as "marketing flows"

(4) A marketing channel is an open system in the sense
‘that participation in it is voluntary

(5) A single enterprise usually "administers" the | | .
channel, and

(6) The behaviour of channel me“berq, partncularly

in a well established channel, is "regulated",

As a consequence, it should bé ndted that viewing

channels as a system is still -the most valid and realistic

approach. Unfortunately,. it has not been fully developed.

F. Behavioural Approach

This approach emphasises the socio-political behavioural‘
influences in channel networks.
Recent research studies indicated that the conduct of

channel members as well as the performance of channels are



affeéted significantly'ﬂy the b&havioural iﬁfénactions among;
| channel members.
Power was defined by Rucks and Etgar, (1978) as "the
‘ability of ‘a channel member to control the decision vériables
in the marketing strategy of any member in a given channel at a
aifférent level of distribution. Few studies have been done by 15
Stern and El-Ansary, (1972) to measure power relations eﬁpiricall&b
inlchannels, and thoée which have been done, have mainly used B
perceived rather than absolute measures of power.

Unfortunately,vthe power literature tends to adopt an
arbitrarj and largely unpested classification scheme for different
types of}power.

Cooperation and conflict behaviour are ihherent in channelsl
due to functional interdependence among chanhel memberé. Rosenberg,.
(1974) defined conflict as covert in the form of underlying’ténsion
which takes on an overt form when an incident occurs, and lasts |
while the flare—up maintains intensity. Channel conflict is ineﬁi—‘
table and arises from goal differences, task inderdépéndenc&”in_”
channel relationships and lack of concensus among chénnéi members
regarding their respective roles. In“ﬁh?“iiterature there ié a
considerable disagreement on whether or not the presence of con-
flict in‘the channel has beneficial effects. Of course, the
achiéveﬁent of channel member's goals requires a éertain minimum
level of cooperation. Three approaches for managing conflict were
'deveioped in the literature. The first assumes that members of a
particular system are not working proverly together, thrqugh no
specific fault in the system itself. The second requires developmentt:‘
of additional conflict-resolution mabhinery; ?ﬂd the final approach

‘ f, é
, (\;

N



requires alternation of the existing institutional structure in
drder to lessen the inherent conflict. Developing empirical
measufes of conflict 'is still an important problem. Rosenberg
and Stern's, (1973) view appears to be that the goal fo pursue
'should be one of conflict minimization and co-operation maximiza—‘"
tion. One should also take into account the implications of
varying‘ﬁypes of systems'arféngement.v Stern, (1971) stated tha?
some form of centralised power is a prerequisite for orderly |
behaviour within a channel system. Power is a key concept ip

understanding channel control and leadership. Thus the channel

leader is defined (2) as
8

eesesssa'"the member institution with the greatest power; he has
more values or values of greater magnitude to exchange"..ecacas

‘kSome levels of communication and bargaining, characte-
rize alllchannel relations. Bargaining pertéins particulary to
the detepmination of roles and control over issues in the channel '
relationship. It may be observed that the concepts of power,
conflict, leadership and others appear to-have been treateqvlargely"
éeperately. A much more comprehensive approach is needed. This
may help to explain why the early promise ef’the behaviouralist
approach has largely been unrealised to date.

Sbme conclusions can be derived from the foregoing
discussions. However, although every conceptual approach reviewed
has added,somethiﬁg to the literature of distr%ﬁﬁ%iq? channels, no
'single approach has reached an adequate doncep&ualization. But
the sysfems approach shows great promise despite its somewhat
disappointing application so far. New developments and proposi-
tions are neéded in this ares. Validation of new proposals should -

not be ignored. Model construction, validation and measurement are

the major problems.

(2) 1Ibid, (pg.89) . .



II. EVALUATION:!OF THE EFFECTIVENESS OF CHANNELS

OF DISTRIBUTION

Evaluation of the effectiveness of channels of distribﬁfi
tion is necessary if effective and efficient distribution channéls
are to be developed and then maintained. Channel performance is a
legitimate concern for practitioners and researchers.’ Actually the
evaluation of channel effectiveness should be the concern of every
primafy ageﬁcy in the channel, i.e. publisher, wholesale middlemen,

and retail middlemen and the consumer.

A, aGoals Approach

When we adopt Revzan's, (1971) goals approach to publishing
we see.that the objectives of channel évaluation can be summarized -

as follows :

1. The Publisher's Level

The principal objectives can be stated,as follows‘:_!

/7
/

(1) To determine the tontribution ofﬁ%hé\éhaﬁnel»
altérnatives to the achievemsht bﬁ\?he company's
overall marketing program, in quantitative and
qualitative'units;

(2) To determine the direct and,indirecﬁ relationshinp
between channel alternatives and the company's
product lines, area by area;

(3) To determine the contribution of the channel
alternatives to consumer recognition and
acceptance of the marketing programs and

especially promotion campaigns;

13



(4)

(5)

- 14

To define the contfibution of the channel to

the company's knowledge of market characteristics;'
To determine the contribution of the channel to
the company's favorable or unfavorable cost-profit
position, periodical by periodical in different

distribution zones.

2. The Middlemen's Level

The middlemen's point of view can be summarized, and the

following main objectiveg can be listed similarly

(a)

(b)

(e)

(d)

(e)

The extent to which the channel alternatives

maximize the middlemen's‘freedop/of,@gnagerial

activity with respect to produéz\héhdled,

territory covered, and functional ‘activities - ‘:‘
to be performed;

The extent to which the channel arrangement
makimizes or circumseribes éach middleman'si » oo

@

freedom to expand; . g ‘

P |

The extent to which the channel arrangement
permits thélwholésale or retall middleman to
enter the managerial struggle for control of ,
the channel;

The evxtent to which the middlemen are permitted

in the channel to maintain their type-of-operation
identitys

The extent to which the wholesale and retail
middlemen are permitted to realize price spread
margins or commissions or fees commensurate with

their cost-profit requirements.



. Unfortunately, there has,ﬁot been a commonly accepted
model evén though evaluation criterioﬁ‘or criteria have been
develpped for measuring the effectiveness of channels of dis-
tribution.

It seems that the differences among effectiveness,
efficiency, and productivity needs moré consideration from a
marketing standpoint. Oné‘éan list a number of reasons why
the effectiveness‘of marketing_functions should not only be

‘ I

differentiated from efficiency and Droductiviﬁy but should

also be eyamlned with added head. One such éq\gon is the

tendency of many organlqaflons to r@structure th@l“ organisations

to be market oriented. It seems that the emphasis that is placed |

upon tﬁe marketing function is increasing beyond what one would
ordina?ily éxpect under the marketing‘concept. Some businessmen
even define their entire organisatibns as one big marketing
department, especially as levels of techndlogical development:
‘have forced production levels to scales where they push sales

to uppervlimits. Some mulfinationallcorpgrations accept @h?'
marketing concept as their primary policy. In addition to

the increasing acceptance of the marketing.concept the innate

importance of the marketing function for overall business

success, makes the effectiveness of this function indispensable.

The effect of the marketing function on the other functions of‘
the business organisations seem to be grbwing everyday, togéther
with the cristicisms against the marketing function. Although
the answers to these criticisms can also be provided by the
marketing function, the mere existance of these cristicisms
justifies the need for more effectiveness in marketing. Finally

for undérdeveloped countries effectiveness in marketing is

synonymous with economic development. It is therefore imperative

¢

L2



that the effectiveness of any mdrketing function be examined
7specifically._ ’

In spite of the mentioned néed for e@fegtiveness.research‘
for thé'marketing function, it is seen that;%he\@§rketing literature
emphasiées efficiency and productivity rathéf\gpan effectiveness;_ |
- Of the two basic approaches of studying organiéational effect:'Lve'ness‘Z
the "organisational goals approach" seem to be preferred over the

"systems approach". Kotler, (1980) extrapolates that effectiveness

is primarily defined in terms of planning and control or strategic

control. -
‘The study is where certain system properties afe viewed to. be
revelant to the "effectiveness”" of marketing functions. Such attempts
may”be viewed as examples of the systems approach to the study of dis;
tribution effectiveness. However most of these attempts are in the
form of check-lists with no well defined theoretical background.
Among‘thSé, the marketing audit seem to be the leading approacﬁ;
It is claimed that the marketing audit will play the role of a
thermostat. However it is contended that a thermostatﬂdoes'notlf
lead to effectiveness. ’ -
One of the‘most specific attempt§ to measure the
"effectiveness” of marketing functions is by means of marketing .
effectiveness questionnaire. With the use of e.i. Kotler's,

(1977) questionnaire, the effectiveness of the marketing function

‘distribution can be defined in terms of the

(1) Use of distribution concept,

(2) Existence of an integrated distribution organisa-
tion, and

(3) The existance of a distribution plan. This approach |

can be viewed as an example of the systems approach }

¢
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to effectiveness, #nd therefore\Euifers from the

same weaknesses.

A similar attempt defines effectiveness, in terms of
resources accumulating ability. Although no clear references o

to this approach can be cited, system properties like

(1) Number of trained personnel,
(2) Number of affiliated wholesalers and retailers, and

(3) Market share

are viewed as properties relevant to effectiveness.

 Mc Namara, (19725 uses the social purpose of marketing a§
an effectiveness criterion. The social purpose of marketing isi
developed into a new concept of social marketing. The social
purpb;e of marketing is frequently challanged in the 1iteréture; !
But if is inappropriate as an effectiveness méasure. Not only the
concept is quite abstract, it is not clear whether it is the firm
or the government who should seek soCial goals.b In short, }t’cagv
be Qéncludéd that the systems approach té the study of efféctivenéssl
‘has been rather unsatisfactory with rquigp fo its theoretical
thoroughness. |

The goal approach‘to fhe study of effectiveness is; by

and large the leading approach that is favored by the marketing
scholars. Objectives like sales, market share, profits, corporate
image are all examples of criterion of effectiveness. All of thesé
approaches suffer from rather well known deficiencies which limit

their use as effectiveness criterion. Sales, market share, and

profithobjeétiveS' have been criticised by scholars, thus



| corporate image suffers from the Bame shortcomlngs of the soc1al L

\ puroose of marketing.
On the other hand marketing literature abound ih studies

of efficiency and productivity. Establishment of efficiency

1

measﬁfes, according to Bell, (1966) and criterion for such

measures seem to be the two ‘basic avenues of research Conside~ -
rable empha51s is devoted on the efficiency and productivity .
measures of various marketine subfunctions. Most of these
efflclency measures are in the form of individual ratios of outout
+o input calculated with respect to the various marketing sub- |
functions or activities. ,Such individuval criterion and their
measures are not integrated in a model which will yield a measure

of distribution efficiency. However Buzell, (1972) says that‘fhe‘
need for an overall efficiency measure necessitates the use of
criteria like the return on investment. The solutions proposed

by some authors like Hubbert and Toy, (1977) assume that the
examinatien of distribution_costs and sales volume is not sufficieﬁt
bfor an overall evaluation of the distribution activity. Examination
of the sales volume is sometimes viewed as a Strategic:iSsﬁe, and‘
sometimes as productivity. It would nof'bﬁJmisleading to state that |
not only a confusion of terms and concepts with respect to
effectiveness, efficiency and productivity exist in the marketing

literature but among the three; effectiveness i§ probably the

\ .
least understood one. Co

N

The task ef classifying the related studies of effectiveness
‘ ’ N : :
. have been attempted by different authors. such as Gouldner and Stern, -
K(l977). It seems it is quite impossible to differentiate various

models of effectivenaess since none rests cn a well defined thecretical



construct. Tosun's, (1981) survey of effectiveness literature
indiéétes‘that there are around 191 variables suggested as
determinants of organisational effectiveness. It is not sur-
prising to read from Scott, (1977, pp.64) that "we should not
look for explanation of effectiveness since it is not clear what
this concept refers to, if it refers td anything" .

- Btudies that inclﬁde efficiency would clarify the issue,
since it is possible for a company to be effective but not
efficigntror vice versa. But in the long run it is expected that
‘effective organisations will also.be efficient. With Atag's,
(1982) study, an attempt has been made to conceptualize how‘to
measure the effectiveness of marketing organisations with respgéty‘
to the pfobability of making correct decisions and the probability -
of conrebting wrong decisions which was proposed as a definition"

of effectiveness.



ITI. MODELS of EVALUATING EFFECTIVENESS, and EFFICIENCY

Evaluation models will be examined into three main groups,

namely descriptive models, predictive models, and normative models.

A. Descriptive Mbdels

Model is descriptive where focus is on how channels should
'be organized in order to remain viable.
Kotler, (1971) examines two of them, namely weighted factor’

score and hierarchical preference ordering method.

%

1. Weighted Factor ‘ .

Score Method
Y

'ffhis method calls upon managemént to'gast\tﬁe major factors
that the company should consider, to assign wéiggts to reflect théir
~relative importance, to rate each distribution alternative on eagh,
factor, and to determine the overall weighted factor score for each
, . v ;

alternative. In this way, the several distribution altérnéfives can

at least be ranked and the lowést ranked ones can be dropped. .

|
- S

Alderson and Green, (1964) have criticized this method.
. They mentioned that this method misleadingly uses an interval scale !
for ordinal data, the factor weights may not be independent neither

from the factor scores, nor from each other. The procedure assumes

that the rater has equal competence in rating all the factors and

distribution alternative.

?. Hierarchial Prefence

Ordering Method

This avoids the criticism of misapplying an interval scale



to ordinal data, i.e. raﬂking of“factqrs, Tt examines all the dis-

tribution alternatives in terms of the first important factor, fhen.

the second, etc., eliminating at each stage the less satisfactory

‘alternatives, thbse that fail to satisfy a minimum pass level of

the factor. This method has certain advantages over the weightéd

- factor score method. But it gives no credit to how well a particulaf}
distribution‘alternative exceedes a minimum level required by some

factor. A particular altebnative may be almost perfect on the most

important criterion and slightly below the migfh?m&}evel on a less‘

important criterion and as a result be elimiﬁatedi Thus, some trade=-

off should actually be established. Y ' . :
3. Strategic Profit Model S

« Stern aﬁd El-Ansary, (1977) suggest another descriptive
model to‘evaluate the performance of distribution channels in terms \
of systems output; costs, efficiency, and profit ability, namely;
‘equity. The output of a channel of distribution is defined in termé
of lot size, i.e., goods and services in desired quantities,’deli&ery!
time, market decentralization,’ and assortment-breadth; They concluded
that no quantitative measures are availabIé which prbvide an insight
into‘aggregate performance regarding system output beyond global
estimates of the monetary valpe and physical amount of goods and -
services passing through the distribution system; The strategic
profit model (SPM) evaluates and diagnoses cost, efficiéncy and"
profitability problems. This model involves multivnlying a company's
profit margin by its rate of asset turnover and its leverage ratio to

derive its rate of return on net worth, i.e., (net profits/total

assets)x(total assets/net worth)= net profits/net worth.



This model ignorés some Important performance variables
such ag ihnovativeness‘and adaptibility of channel instititutipns,
social considerations (quality of the environment, energy consump—
tion, etc.). Another weakness of the model_cpﬁeﬁ‘from its descriptivé

nature. - : [ s
N

B. Predictive Models (Heuristic Apnfpach)
Hinkle and Kuehn, (1967) have defined the term heuristic as 4
shoftcut process of reasoning that searches for‘a satisfactory rather
than an optimal solution. Heuristic programming, therefore, is an |
aﬁnroach to problem solv%?g in which the emphasis is on working op-
~timum solution procedures rather than optimum solutions thémsélves;
In the theoristic approach to the problem of location, Kuehn'
and Haﬂburger have proposed a heuristic program that permits Last
screening and evaluation of alternative types of distribution and
transportatioﬁ’systems, and locatién. Three important heuristics

were introduced in the program, which are

(1) Tocations with the greatest promise are those at or

. P t
near concentrations of demand.

ey 4

(2) Near-ontium distribution systems can be developed if
at each stage the warehouse offering the greatest |
cost savings is added.

(3) Only a small subset of all_possibleywholesaling
locations needs to be evaluated to determine which
distribution at which cost should be added. (Here:]

in the 'cost' concept, 'ovpurtunity cost' and 'stoCk—

out costs' are also included.)
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! o For the heuristic'lapproach the mést fféquéﬁtly applied

method is Simulation. ' v SR

Mostly, simulation predicts the future developments under’
differeﬁt assumptions that have been develoned.

l. Simulation

| A strategy simulatiéﬁ method is introduced by Kotler, (1980).

This method examines the estimated monetary consequences of each -
alternative under different assumptions and sets of data : ei :
,calculated three different measures of performance, namely payback;

- period, share of potential3 and accumulated discounted profit over
this period. Here, the share of potential refers to the ratio of
the company's potential share of the market which is realized b& .
the particular distribution alternative.

- .In the analysis, for example, .the acquisition, purchaéing '
alternative was considered to require the highest investment,‘while
the private brand alternative required the lowest level of investment.

- Furthermore, each distribution alternative involves a somewhaﬁ different”
pricing and COntribution margin, as well as diferent 1éVels'of édverti—
sing expeﬁditures and effectiveness. Phussy’ under the new distributors
alternative, the initial number. of distributors would be low but the

" growth réte would be high, because it is assumed that potential dis—
tributors would react favorably to the large advertising budget and
the higher margin given to them under thié alternative. Simulatiop
provides answers to basic distribution questions (e.5., number;
location, allocation of demand, etc.) by manipulating data assoc- ,

iated with a variety of physical distribution system variabhles

such as



(1) Time from o%der recdipt to order shipument. !

(2) Order size and assortment constraints.

(3) Percentage of items out-of-stock.

(4) Percentage of customer orders filled accurately.v ~ |

(5) Percentage of customer orders filled within ' X
days from receipt of order.

' (6) Percentage of customer orders filled.

(7) Percentage of customer orders that arrive in good‘
condition.

(8) Time from order placement to order delivery (ofder’
cycle time.), |

(9) Ease and flexibility of order placement.

Among all methods simultation method would be a better one,
requif&ng‘the executives to think hard about sales, costs, marketing :
Drograms and investment requiremenfs for each alternative. It Qould‘
also permlt management to project the logical consequences of 1ts
estimates and readily test the effect of 1ntroduc1ng new asspmptlons.
In spite of common weaknesses of 51mulat1on models %uch as high

;

.costs, hlgh level of complication, dlfg}cgktles in testing the predic- |
tive power of the model, etc., channels of distribution is Oﬁe of
" the most promising areas'for abplication of simulation models.

| T§ develop a valid and reliable simulation model for this
purpose, a much more detailed model should be developed. An ex-
cellent exampla f this kind of simulation model fo“ a comnetitive
market response was vlven by Amstutz, (1967)(33§ for phvsical dis-
tribution systems was given by Wong, (1968). Some marketing cames

" including channels of distribution decisions were also developed..



Simulation preSen%% unusudl challenges to users. FExercises,

problems, gnd cases are only rarely characterized by single, object-
ively correct answers-as is also the case with real-life decision

situations. DMethodologies are descriptive and supportive in naturé;

their purpose is to aid in developing a way of thinking about Prob-

lems, their structuring, and variety of possible anwers, not to

provide single-answer approaches to be memorized and applied regard-

less the'contéxt, circumstances, and participants in a decision
situation.
Facing the same problem, different decision makers will
employ different values, ppiorities, and criteria, choose and apply

- different approaches and techniques, and, inevitably, arrive at

different answers and solutions. That is where insight, experience,

and creativity become combined with science, and decision making
becomes an art. Only the simplest, single-objective, well-defined‘
problems have the answer. Such objective, optimal, re-producible
énd generally acceptable outcome is not, unfortunately, dominant
Jcﬁaractefistic of complex and human-oriented real-life probleﬁs;
| Analyzing past cases ofﬂmanagefial desicions éithoﬁgh
important, is not sufficient and could Ve ﬁiéléédfgg; Decisioﬁé
Iwere already takeﬁ and, if successful, their rﬁt;pnalization and
;reconstruction could lead to a conelusion that-there is a

éingle way, a single correct answer. Nothing can be further from
truth. Many other, and often "diametrically" different desicions,
could lead to similarly desirable outcomes. Each desicion problem
is a new situation, irreproducible in its circumstances and context,

and must be approached freshly and creatively. Thus, the point is

not to teach answers but to learn about ways of arriving at answers.

BBEANN TWvERsiTRY sinTsEAN
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C., Normative Models

Mostly, profit maximization models have been developed
in this category. Two detailed optimization models, namely bY¥

Montgomery and Urban, and Theisen, are seen. ‘
1. Optimization Models

Montgomery and Urban, (1969) developed a model by utili—‘
zing the market segmentation,. market response concepts and ecohomib'
and fuﬁctional approaches. Their model assumes that the publisher
aims to eétablish(a distribution system that will achieve the optimal

marketing program in each market segment so that he will generate

‘the maximum profit. Thus each segment is to receive a particular

. _ ' . .
the channel member earns a reward that depends upon his degree of

market exposure designed to optimize the profits of the publisher.

Fach market segment is to be served by =z different channel alternative.

7

'In each alternative, the channel members expaqd tﬁeir affort in the

performance of needed marketing functions, naé@%y, availability,

\\(,
information and demand creation. By performing these functions,

I

1

performance of the possible functions. The aVailability>fﬁnction is

"related to the physical availability of”ﬁfﬁémcts or services, i.e.; .

the activities necessary to place the product or service before the
customer. They have argued how these functions can be determined.
The information function is related with the information transfor-
mation frém producers to customers and visa versa. The availability !
functions are developed on the assumption that information functions
are known. Demand creation functions represent to some degree

the performance of both the availability and information functioné.
They separated the demand creation function into three areas, ﬁamély,,

service, customer efficiency and persuasion. The ability and will-

ingness of the seller to provide service for the product is an

al



~product and to encourage purchase. These functions may be carried

A . iy ‘ '
important factor for customers. Tustomer efficiency relates to
the reduction in the amount of effort expended by customers to
purchase products or services to satisfy their needs and waﬁts.‘

Of course, the use of distribution intermediaries may improve

“customer efficiency. The persuasion functions of distribution are

necessary to convince customers of the desirable features of the

out by thé use of promotional activities. However., although Mont-

gomery‘and Urban tried to develop a detailed quantitive model of
the distribution system; they have designed the model to maximize
only the manufacturer's pgofit. Another wea%éesé\o% the model

comes from not covering all important criteri;\ﬂpr measuring the

. effectiveness of channels of distribution.

~« Theisen, (1978) tried to develcp a detailed profit optimiza- |
tioﬂ model of the distribution system (rather not optiﬁization but
satisficing, or subobtimization). His model has included minimum
oraer quantity, minimum number of calls for the salesmen, maximum o
‘cépacity of production, maximum capacity of the distribﬁtioh'systeh'
and financial restrictions as constraints of the model; His work |
has obVious limitations, like all simpIE Gﬁﬁimization.models.' By
haviﬁg only simple objective function and several constraints,
this model oversimplifies the reality. Accepting the maximization
of thé puﬁlishers profit as a unique obJjective function may be-
critized as a serious handicap. | |

Stasch, (1964) also developed a model which aims to maxi-

mize the total profit of channel members. His model deals only

with the economic and functional variables also.



y _
D. Where Models &nd Techniques Meet
Heuristic Guidelines to Logistic

Systems

‘Cannon, (1973, pp.55) states that
eceecesss"The process of making goods physical available is a
crucial -element in the marketln? mix with 1mportant\1mpllcatlons
for all other aspects"........ ( N
‘Smith, (1968) deems that a company's d;§tribution policy
”,may, at times, constitgte a form of promotion in itself, at least
within the trade, i.e. the choice of which distribution channels
tb‘uée for the supply of a product can result in demand‘simulation,
~not only for that one prod;ct but for others in the company's range.
| There 1s furter evidence from other sources that logistics
cén be regardOd as a contributor to the marketing mix. For instanceQ.
Kotlnr (1972) notes the increasing attentlon being paid to the |
"demand aspect” of physical distribution system decign. He points“
out that each component of physicaLhdistribution;gesicionkggéwaffeét‘
company sales. For instance, warehouse 1ocationé are a Dromotional
tool in that they give confidence to local buyers with respect to
better availability and customér servicg;"igyentory level polieies
affect product avallabjlltv, and hence sales volume: Déckaqiﬁg and
handllng prooedures,llnsofar as they affect the incidence rate of
damaged goods, can affect the number of customers; the modes of
transportation employed, insofar as they can mean faster or slower
arrival of goods, can affect buyer satisfaction and sales revenue.
It can be envisaged that the influencé.of customer goodwi}l

will be felt to a degree that is going to vary with the ease of

product availability. With less capital available in industry .



. generally, there is incngasing pfessﬁre to reduce inventories of
materials at all states of conversions If a gf&duct or a range
of products, is in short supply and frequently\unavallable, then -
the logistics contribution can be absolutely crltlcal. The term‘
"customer service" is used to describe this contribution as it'“
affects the customer and influences his level of co-operation

and goodwili towards the publisher. |

Stasch, (1972) recognises that a proliferation of interac-
tions or trade-offs would result if considering all the functions
of a logistics system in total. Unless some means of reducing |
the number of relevant interactions is used, the complexity of the
logistics system analysi;'will be formidable. This applies not
only to an analysis with a view of deriving a total logistics cost
but also of assessing a measure of effectiveness for the logistiés
systeﬁ} |

| It is proposed that a heuriétic model, of some kind, ié an
apprcpriate means for reducing the numBer of interactions tblbe'
included in an analysis of the 1ogistics system of a period%cal
publisher. Heuristic models are basicall& siﬁulations inthé
decisidn processes used by inéividuals;_>£3 simplified form they
are rule-of-thumb procedures, contributing to a reduction in ﬁhe
complexity of problem soi&ing.

A logistics system exists in any company in order to
operate‘and control the flow of material through i1t. For a
publisher, raw materials are converted into finished goods
through a series of conversion states; the flow through each t age
being the concern of logistics management .

Faced with a multitude of possible interactions to be in-

cluded in an analysis of this flcow, it is susmgested that the b9813



of utility theory might ﬁ%ovide a’guideuto reducing the complexity'
of the problen.

, As Fishburn, (1970, pp,129) suggests
seees-o"Preferences between decision alternatives can bé

‘characte?ised.in terms of several factors relating to the
alternatives. These factors may be regarded as utilities"ee.eeeea.:

In the context of the logistics system, logistics activities'

can be said td provide utility to the materials as they flow thréugh
the system. In this connection he adds that : : | .
.....;;;"Logistics functions create time and place utility

- publishing creates form utility .

- distribution creates ownership utility"e..ee... :
Since marketing, as an opgrative function, is excluded from}thel
~logistics system, the materials flowing through the system can bé
said to change utility with respect to time, place and form.

. If periodicals progressively increase their time, place and
form utilities, then the value,to the bublisher, of those perigdicals
cén be likewise said to progressively increase. Some examples of how,
the écﬁivities of logisties functions can change a material's utility,
~and hence its value, are as follows : production and packaging adtiv—
ities can change a material's form utility; materials handling ahd ‘
transportation activities can change a mat®rial's place utilify. |
‘Additionally, as each activity takes a finite time to complete, a.
material's time utility will change continuously from raw materials‘
~acquisition to receipt of the finished goods by the customer.

If a material's value to the manufacturer is progressively
increasing as its utility is changed by each logistics activity,
fhen the costs to the manufacturer are also pgﬁégesﬁively increasing.

' Changes in form, place and time utility are t@e result of logistics

N

\\
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activities. These act1v1t1es 1ncur coqta in the form of expendlture o
on such items as labour charges, capital investment in equipment |
and fa0111t1es, raw material and packaging component costs, equlp—. 
ment runnlng charges, capltal investment in inventory and general

overhead expenses, and the like.

Although the nature of‘the costé may be varied, one genepal
conclusion can be drawn : as costs of logistics, they.afe-incufrgd
' whenever a material changés its form, place or time utility.

Midgley and Wills, (1975) have reconstructed a logistics
system flowchart to show the matefials flow path between a succession
of conversion points.

IWhen material exi;ts purely as inventory, in one form or
énother, its form and place utility cannot be said to be changing;
| only ifs time utility. ‘

) By logically extending the earlier statement that costs.of logis-
tics ére incurred whenever materia1~changes its form, piace or time
utility,‘each component activity can bevassigned to one or more of
the conversion points. _ | _ R .

The materials flow path and the tabulatlon of conversion
D01nts, utility changes and component act1v1t1es w1ll provide a |
framework for reducing the number of activity 1nteract10ns to be
included in the total dtlllty analysis. _f/ é "

It can be intuitively presumed that fég\cloqer two activ- -
ities ére to each other in the material flow path, as linked
“throuﬂh their desipnated conversion points, the stronger is likeiy‘ |
to be their interactive effect on costs of logistics. This presumption ‘

can form a link between the logistics system analysis framework, and

the formulation of a necessary heuristic procedure to aid the calcu -

lation of the total cost of logistics.



These suppositions represent heuristic procedural guidelines
that may possibly provide a basis for reducing the number of act1v1ty
1nteract10ns to be included in a cost analysis of the manufacturer' s

logistics systen.
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The earlier stated proposition that utility theory can provide..

a guide to reducing the complexity of the logistics system analysis
implies that logistics activities progressively incur time, as well .
‘as costs since one of the utility factors is time itself. Time
throﬁgh the logistices system may be regarded in one of two Ways;‘
regardless of whether or not the activity in qﬁestion is classed .
as a decision or an operation either ;

(1) contributing towards the duration of the customer's.
lead time, or,

(2) contributing towards the total residence time of the
logistics system. This distinction must best be
illustrated. |

.This can apply equally well to an effecblveness analysis of

the logistics system,as they do to the cost @nalVS1q, in prov1d1ng
a framework for reducing the pumber of act1v1ty-1nteractlono.

- Again, it can be intuitively presumed that the closer two
compbnént activities ére'to each other in the material flow path,
the stronger is iikely to be their interactive effect with respect
to customers' lead time, or the total residence time of material -
within the logistics system. In other words, a change in the
operations of a logistics activity will cause greatest distrupt won'

leading either to delay or accelerated throughput in those activi-

ties most adjacent to it on the materials flow path of the logistics

system,



These represent the heuristic procedural guidelines thét
may pbssibly provide a basis for reducing the number of activity
interacfions to be included in an effectiveness analysis of a
publiSher's logistics system. The following examples should serve
to illustrate the application of these two research supbositions‘:

(1) A change in the duration of an activity (e.i. super-

vising the physical receipt and shipping of the goods)
will exhibit the most important time interactions with
activities corresponding to conversion points, equivalent

to changes in form, place and time utility respectively

within the customer's lead time squares.

. / i I .
(2) A change in the timing of an activity (determining when

other competitors, supplies are &o be delivered) will

. exhibit the most important time intéractions with

activities corresponding to conversion points numbers

equivalent to changes in place, time and form utility,

‘respectively, within the portion of the periodicals

. » 4 :
flow path, outside of the customer's lead time square.

The lead time responsej taken as a measure of the effectiveness’

of the logistics system, can be consideTed in a number of different

ways;.theée are lead time.characteristics.
Christopher and Wills, (1974, pp.48) remark :

cesasessOFften the criterion adopted for grouping customers or
accounts is by the volume of business placed, in other cases the
criterion mayv be the type of company, in other cases geographical.
However, it may be more avpropriate to attempt to define segments
of customers according to their service needs. WNot all customers
will have the same requirements for service, whether in terms of
lead times, flexibility, or whatever"........ :

The following research suppositions are proposed in order

to identify a particular lead time criterion with a particular

type of customer :

i



(1) Lead~time céhsistenc& is a primary criterion of customér
service for wholesalers. |
(2) Lead-time duration and flexibility is a primary
criterion of customer service for retailers. |
The main reasons behind each of the three assertions are
as follows :
(1) Wholesalers are being exclusively/served by scheduled
E deliveries from the publisher, %gdiéaﬁing that this
practice is a response to the whSIe§alers' desire
for lead time consistency.
- (2) Retailers, through necessity, have to maintain low
~levels of inventory on a wide variéty of products.
For many regular and also irregular customers (first—
. sight customers) they require flexibility. Their
dependence on frequent ‘deliveries from wholesaiefs |
(once, twice or even three times a day) indicates
that lead time duration and flexibility may be their

primary concern.
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GOING INTO DETAILS
ON DISTRIBUTION SYSTEM

EFFECTIVENESS

CHAPTER II



o

Y.

I. ‘UNDERSTANﬁING THE “DISTRIBUTION SYSTEM

In order to provide the basis for effeétive managenent
of distribution systems, it is imperative that one understands
the structure, orientations, and management practices of each of
,’the several key levels within these systems. Next we deal with |
the major components of chénnel systems. Examination is under-
takeﬁ of the history, evolution, structure, and management of
retéiling, wholesaling, and logistical institutions.

| Decisions as té how the productf{s) of a company should
be disfributed are made ipfrequently. They are made when thé,.
product line is introduced and, unless a bad initial decision
was made, there are no changes unless (and until) conditions
change.sufficientlyvto warrant it. vIt’is usually costly to
change established distribution methods, both in terms of out-of-
pocket costs and in lost sales. It is therefore important %o
make'géod distribution channel decisions when they arise.

The important considerations involve& in the choicé
vof a distfibution channel inc}ude the nature of the pfoduéer,
the product and the market. SpecificaTlys'they include the '

following as per Brown, .(1955) ;

‘(1) Nature of the producer: size, finanéial strength,
desire for control
(2) Nature of the product(s): length of line, unit
value, seasonality of products requirement for
technical advice, perishability )
(3) Nature of the market : number qf/sbgments, the

market potential of each geogrég?id concentration, -

3



average order sizej distances of publisher from

wholesalers, retailers.

‘Of these, the first two sets of considerations will be
known without research and so only research on the markets for
the firm's products will be required.

The bulk of the research on markets will be ‘concerned
with what the market segments are and what the market potential
is for each, and with their geographic location and customer
'~ buying characteristics and preferences.

Where there may be éeveral methods, in most situations for
locating a single sales dutlet, it is not designed to cope with
the complexities involved in determining how many sales outlets
should be used and where they should be located in an overall
‘regioﬁal or national distribution sysﬁem. A computer is requred
to work on multiple location problems because of the large amount's
of data that have to be processed for each of the many possible
configurations of numbers and locations of distribution.

' The central concept involved ih*compﬁter simuiatioé‘fcr':
this purpose is very simple. "Data that describe the cuétbmep |
characteristics and distribution costé’féo;ts per Km. by volume
‘shipped,.fixed and variable costs of operating are developed and
read into the computer.) The computer is then programmed to simulate
varlous combinations of numbers and locatlons/aqd to indicate whlch
one (or ones) gives the most desirable resuﬂﬁif In this paper,
distribution costs are held constant as per’aséhmption.

The role of marketing research in such simulations is

typicaily;to develop the data on customer location (this is

usually done vertically in time (at a‘given area), and horizantally

1

irn space (at a given time).



'ForeCasts of séies volumes, and forecasts‘of the
effécfs 6f shipping delays on demand require a separate
treatment. Research for trade area analysis is first decribed
and research for outlet location decisions is described there-
after.

Although theoretical models are available that allow the
prediction of a given outiet’s trade area based on relative size;v
the more common and accurate approach requires the determination
of the location of a sample of the outlet's customers. |

Individual firms and, more commonly, chains, financial
institutions with multiple outlets, and franchise operations
must decide on the physical location of their outlet(s). The
cost and‘inflexible nature of the decision makes it one of critical
importaﬁce.

Both single firms and mulbtiple-outlet organizations with
limited operating experience must attempt to locate in areas with
a population and traffic mix that closely match the target market.'
Secondary data sources such as census data regresent the primary '
inpuf into such decisions. These data are fﬁéq&emtl& supplemented

N

by survey data ﬁo update or expand thé‘céﬁé&é\jnformation. Traffic.“
‘counts are generated by observation and characgéristics of the. |
traffic by observation and surveys.

Multiple-outlet organizations with sufficient operating |
history often develop models using regression analysis. This is
parficularly appropriate for firms with standard operating proce~
dures for all outlets.

The analysis consists of using sales of each outlet as
the criterion variable and customer characteristiccs as predictor

variables. The multiple regression analysis provides an estimate

of the effect of each predictor variaple on the criterion variable.



An attempt is then‘made”to locate new outlets in areas that
have the characteristics associated with high sales levels in
existing outlets.

Déta for building the model and for evaluéting new

 potential locations are obtained through secondary data analysis

and surveys.
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II. UNDERSTANDING “THE RETATLING SYSTEM

Retailing management can be defined as the planning,

organizing, staffing, directing,cb—ordinating, and controlling

- of the different facets of a retailing operation. The fundamental

task of retailing management is to develop and implement a

retailing strategy. Designing retailing strategy involves five

basic stéps.

(1)

(2)

(3)
(&)

(5)

Segmenting the market for the type of product. or

service offering. /'5.

\

Identifyinggcompetitive ofganigétions that handle
this class of products and assessing their merchandi-
sing strengths and differential advantages.
Assessing the resources of the organization in

Iight of the competiti#e environment.

Defining the specific'market target in terms of |
local market segment or segments. | o
Developing the retailing mix that represents é!

plan for the allocation of available resources
among alternative uses ia:aemco-ordinated-mannef

to maximize the total impadt generated to influence‘

the customers in the defined market target.

Davidson and Doody, (1966) discusses that the two elements

of the retailing mix that pose special problems for retail decision~

makers are ;

(1) Location management, and

(2) Merchandise management.

Policy formulation regarding these elements demands

precise knowledge not generally available outside retail markets.

In other words, marketing managers, irrespective of type of firm



served-manufacturer, wholksaler, or retailer - have or can

acquire broad knowledge of the principles of promotion and
- display. But questions of;ntki location and merchandise

management are unique to retailing and demand particular atten-
tion. Other policy decisions, such as those having to do with
service hours and customer services, are of sgééﬁhap lesser
importance than the central issues of locatid£, and assortments.
| Retailing involves the direct sale of gbods and services

" to ultimate household consumers. The overwhelming majority of
retail sales is consummated in stores or retail establishments

as opposed to other conduits, such as the mail, house-to-house
selling,‘or automatic vending machines. Aggregate statistics '
regarding retail trade,tend to mask the revolutionary changes,

that have taken place‘in the structure of retailing since the turhv'
of the‘céntury. The emergence of department stores, chain store ,
. systems, supermarkets, planned shopping. centers, and discount
houses as well as the growth of automatic merchandising and mail-
order. selling has dramaticélly altered the way-in which the
business of retailing is in faet conducted. To a sigﬂificént
extent, many of these institutional forms <have been subject td
life cycles and thus have. witnessed periods of early growth;
accelerated development, maturity, and, in some cases, decline.
In fact, there is evidence which indicates that the life cycles
of retailing institutions are becoming considerably shorter,
making the structure of retailing even more volatile.

" In light of the trends which have been established, it
appears that an increasing proportion of retail trade in the near
future will be garnered by low-cost, merchandise-intensive app- :
roaches to distribution. (e.i. low-stock, many variety goods.)

'Specifically, the application of supermarket and warehousing



principles to the marketing of general merchandise is likely
to have a profound effect on the structure of fetailing over the
next decade. In addition, emerging environme@tal\trends,'such

as the growing institutionalization of the consumption process,

" the increased segmentation of sonsumer markets, and the strong

emphasis on the part of consumers on economy and convenience,

~will accentuate the trend toward massive publishing, despite the

- fact that large numbers of specialty kiosks will continue to '

exist.

Even though these formidable trends are present, retailiﬁg
stillvremsins heavily popu}ated by establishments of relatively
small size. In addition, ecdnomic concentration in retailing is
low (compared with the level of concentration found in many
manufacpuring industries), enterprise differentiation advantages
are often short-lived, and entry barpiers are slight (again, )

4

compared with other industries). Thus, competition in terms‘ofs

price, securing locations, type and content of advertising in,

assortment and services provided to customers, and the like-i%

intense. The need to employ effective management practices is

' essential for survival, not to mention growth.

Thus, elements of the retail marketing management mix
must be ¢ombined in such a way as to secure even temporary

differential advantages, given the nature of retail competition. |

" Two crucial determinants of success in this regard are location

and merchandise management desicions. Location decisions involve.

delineating a trading area and selecting a specific site within

the area. Key dimensions of merchandise management are merchandise

budgetihg, buying, and inventory control. An understanding of the
various choice strategies employed by retail buyers in the selec-
tion of supply sources leads to more effective interorganizational

relations between publishers, wholesalers, and pé?ailers.

!
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Maintaining apb%opriaté‘inventory (stock) balances o
‘isfcritiéal invdistribution; if appropriate levels are not o
achieved, especially via careful merchandise management at
the retail level, profits will not be forthcoming and eventual
demise can be predicted with certainty. | o S

While it is likely that new retailing institutions -  1‘”
will continue to emerge and that existing institutions will
continue to evolve, there is considerable room for innovative
management within the present institutional mix. As Bucklin, o
(1976, pg.65) observes

eeeeseas" There are substantial frontiers yet to be conquered

in tylnn to other wholesale: and retail sectors of the bu51ness,
improving logistics and inventory control" ........

. A. 'Wheel' of Retailing Concept

The wheel of retailing concept is built arount the innovator.:

The focal point here is that both the innovator and the pro-
‘cesses: he may use, such as specialisation and vertical intégra;;
tion; etc., are limited by the environments both assist'ahd ‘
impose limitations on the development'Bf“?étailing and retaii
institutions.  The wheel of retailing can only fevdlve if the
environment is favourable for the successful introduction of a new 
institution. If the forces in the environment permit retail ins-
titutions, their operational methods and techniques can be in-
troduced; There cannot, then, be universal introduction of the = .
most approprlate or advanced retail 1nqt1tut1onq and techniques,

as what is most appropriate will be dlfferent fnom one environment

to another. ' (\\

A retalllng system can be meanlngfully "advanced" or "under—devnloped" ;
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depending upon whether the environment in which that system operatés

is advanced or under-developed. The important variables in the - :" -

: . 1] . . L.
retailers’ environment are the suppliers and the consumers. For survival,

retailers must adjust to that environment by offering suitable packages
of gOOAS; services and prices.Few retailers can change their environ="--
ment; new types of retailers, in a wheel pattern, can emerge but their
survival depends on consumer acceptance or rejection. If this is the;>@41
case, the nature of the relationship} can be postulated in more specific’
terms than simply ad§anced or under- developed. If one can identify the
stages of socio-economic development, then it would be possible to pre-_.
8
dict in general terms the kind of retail patterns which are found to be

associated with given stages of development.

Retailing institutions, methods and. techniques evolve with a

changing social structure which in turn has evolving political, economic .

and business components. Certain combinations of these components produce

specific social structures that create the need for suitable retailing

institutions and operational methods. At respective points in the deve- .

lopment of the society, the retailers are able énd willing tbloffer a
specific package of retail institutions, methods./and techniques, and also
the consumers are able and willing to accept that retailing package.
Different countries with differing economic, political, social and busi=-
nesé conditions have differing societies, and there?éfééhaye differing
retail systems. Even within the same country, difféfgft cities with dif--
fefiﬁg combinations of economic, political and businesgrconditions have
differing retail systems. Thus, the retail system differs with the

different eﬁvironments provided for retailing and a retail system changes

with changes in that environment. In the developed Western economies, the
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retail innovations of this century are, to a large extent, a
reflection of the changes in the retailers' environment
increase in discretionary purchasing power, growth of production

capacity through technological progress, growth of private auto-

‘mobile transportatiqn, the movement towards suburbs, and changes

in consumer attitudes.
A limiting factor identified in McNair's, (1971) hypo-
thesis is that the emergence of a considerable number of retailing‘

institutions cannot be explained by the wheel of retailing concept.

- Not all new institutions begin with comparatively low levels of

prices and service which are later upgraded. On the contrary,

many starﬁ with comparitively high levels of prices and service which_
are later‘downgraded. To give an example; in the developing coun-
tries,.thé first supermarkets and department stores were posi-

tioned as high-service, high-priced luxury institutions in areas

‘where the higher income group pecple lived. In Turkey, the

‘ institution is a social institution. It is the nature of the

rights that retail members of a society are granted to carry

supermarket entered as a luxurious and prestigious self-service

store with variety, compared to the ekisting local stores., Thus,
‘ : pae :

supermarketing innovation penetrated at the h%%h lend of the market
Cpgftern.

Retailing is, in fact, a social process and a retail

in developing couhtries,contrary to the~wheel

society that determines what a particular retail institution

can and will do for the society concerned. The operational

out their basic functions will be rooted in and, teherefore,
circumscribed by, the political, economic, social, and business
conditions in that soclety. The'personal wants, aspirations and
coals of both retailer and consumer members of the society will

therefore limit the mandate sought by retailers and the licence

3
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IITI. UNDERSTANDING THE WHOLESALING SYSTEM

| Next attention is_focused on the wholesaling instituti—
ons cbmprising channéls.and on the management of logistical and.
phySical_distribution activities. Following a discussion of fhdse
‘ areas,'attention is then focused on explaining the emergenée of
chanhgl systems, understanding institutional change, and asses-
sing the performance of existing institutions and channel systéms,
Thereafter, the main topic for discussion is the effective in- |
terorganization management of channel systems, which is viewed .
as the means by which the "frontiers" will be "conquered."
The significance of the wholesaler's role in a channel
- of distribution is defined by the efficiency of his sorting
function whereby he helps match the heterogeneous output of
suppliers on the one hand with thée diverse‘%ééQS\?f retailers,
industrial, and personal users_on‘the'otheni Tﬁére have been
‘ increased pressures on wholesalers to prove\EEEir economic via- -
bility in this respect. Evidence of their ability to maintain -
such viability through adaptation to changigg'conditioﬁs'is seen.
in the structural variety of wholesaling and the fact that there
has beehvéonsiderable growth in the volume of trade produced by .
wholesale establishments. |
While the size of wholesale establishments is not growing
as rapidly as the size of those in retailing, both wholesaling
and retailing are still industries of small businesses.
| Wholesaling can be classified as an industry having very
low‘ecoﬁomic concentration when viwed on a national basis. How-
ever, limited deta indicate relatively high concentration in’
local market areas aﬁd on a product-line basis. To some degree,

the extent of concentration is due to the existence of multiuﬁit‘
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.+ or ehain o?erations. Deépite relatively heavy markef concenffa—,‘

- tion, price competition is intense. This is so because priee
1eadersh1p is difficult to institute due to the large number of
items carrled by wholesalers and because large buying organlza—
tlons can play‘off one wholesaler against another. Furthermore,’
intermarket penetration is_possible due to large lot purchasing,
entry is relatively easy, and new distributive patterns have emer-
ged aﬁd generated a high degree of intertype competition for |

~ wholesalers,

Many suppliersvuse wholesalers to reach their customefs
because they prefer to turn troublesome, suppbsedly lower-return
distribution activities over to speeialist?;Thé\Benefits available B

%o ,f suppliers (manufacturers, growers, et;fﬂvfrom wholesalersw

are continuity in and intimacy with local markets, local availa;‘

blllty of stocks, coverage of small-order business, lower costs,

(because wholesalers can spread overhead over many suppllers'

products,) and relief from the burden of holding inventory.
Often wholesalers' perceived self-interests are more di-' .@;l
rectly involved with the well-being of retailers than those of .

publishers  : therefore, it is logidal “to assume that wholesa—
1eis wouid develop approaches to assure the survival of retailers.l
Many wholesalers do, in fact offer retailers direct selling, aid
expert e351stance in all aspects of retail operatlons, local and ‘
speedy dellvery, relief from inventory burdens, quick adjustments,
credit extension, and, in some cases, gparenteed sales. Business
users can receive many of the same benefits, which may befespeci—‘
ally imﬁortant when it comes to production scheduling and tech-

nical assistance.

There is a wide dverlap between the fundamentals of retai-

ling and wholesaling merchandise and marketing management. Diffe-
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rences do exist, however. Wholesalers place heavy stress on the

use of various cétalogs, "outside" salesmen, showrooms, and de-
- livery services as well as abovementioned technical assistance
‘programs‘like: personel contacts, social and personal image,
groop*meetings. There is, however, a strong similarity in the
emphasis placed on merchandise management and 1nventory control
In both sectors, the management of assortments ﬂs crucial to
success. Aspecially in case of publications bi\Gellslm (with
"9 Monthlies and 5 weeklies) forms a little poréion of the job
to beldone at the kiosks. The same kiosk handles, on the ave-
rage, 150 publications virying in size from important %o negli-
gable totals of sﬁm. Adequate and reasonakle inventory turnoverv‘
rates lead to appropriate returns on investment. Therefore, ef-
fective inventory management is essenfial.

It is important to reemphasize, in any discussion of
wholesaling, that a wholesaling agency can be eliminated from
a channel of distrubution as an entity, but some other instituti-
on must be willing to perform the taské formefly done.by'tﬁe ‘, |

agency. Elimination of a wholesaler is valid from a societal

b’ 'W!

point of view only if the tasks performed by the‘wholesaling
agncy can be eithér partially'eliminated~or performed'more;effi;
cieﬁtly by some other institution. In fact, elimination of the'
agency often means only that some other institution takes over
the same tasks. |

Changes are, however, continuously teking place within
wholésale trade, ﬁany of which have a strong interorganizational
overtoﬁe and are adressed in succeeding chapters. For example,
Lopatra; (1968, pp.l43) has observed that : e....."It is possible to

identify some commodity wholesalers who will pass from the scene.

’
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Others will swiftly shift to new commodities. Some will build
’regionai or national networks of warehouses Zglogg\hith single com-
modity lines, as have the paper merchants, elgbt;ical supply |
companies, and automotive parts distributors. Others will form.
‘tighter whdesale wretail franchised groups. Still others will

become multicommodity supefmarketing systems, with all the

accredits of more sophisticated marketing technology e eceessess



v

IV. ANATYSTS OF CHOICE
A, Criteria for Wholesaling

Here we can diversify into an analysis of choice criteria |
for whalesaling both fromhthe upper,ehd (publishers) -and also ‘}fw
from the lower-end (retailers) within the context of seing it |
es an‘interorganizational system.
Possible Criteri&Bgf choice in the decision of what type ; ’ ff
of wholesaling establishment to use is as follows: | |
1. Point of, View of the Publisher

a. Evaluation of Sales Efforts of Wholesale Agency. .

(1) Extent and activity of sales force of wholesale
agency

(2) Does sales force sell, or does it just take
orders?

(3) Extent to which manufacturer must supplement
wholesaler's sales efforts with own promdtion;
salesmen and/or ‘retail men. | -

- (4) Number of lines .handled B&'Wﬁolesale agency:

(a) Does agency handle too many lines to give
sufficient attention to publisher's periodicals.‘
(i) Use of heavy advertising, good margins,
realistic pricing to stimulate attention
on part of wholesaler.
(ii) Preference, sometimes, for more attention

|
(

(3) Source: Department of Marketing,
University of Pennsylvania as per book named S J

"Marketing Chennels" (Stern, Louis W. and El-Ansary,
Adel I., 1977, PP.117.) :
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to individual line by use of specialty or

limited-line wholesalers.

£b) Does agency handle competing lines?

(1) Use of sales or publisher's agents someti-
mes indicated.
(ii) May necessitate criterion of exclusive

distributorsihps.

b. Evaluation of Relationship of Wholesaling Agency tdﬁ

Q.

Channel of Distribution for The Product.

(1)

(2)

(3)

(#)

(5)

Type of agency that can give widest distribution
and assurance of sufficient retail outlets for
line.

When particular types of retail outlets are de-
sired, what types of wholesaling agency can best
hendle them?

Quality and continuity of-relationships maintained
between wholesaling éndkretailing.agency.' r
Degree to which wholesaling agency‘co—opératés in
promotion, priéing, finamcing, aﬁd other marketiﬁg
activities.. . | _ -

Willingness of wholesaling agency to maintain con-~-

tlnuous relationships with publlsher.

2., Point of View of the Retﬁllgr

Product Lines (Magazines, Encyclopedia part-works).

(1)

(2)

Does wholesaling agency supply all or most the
lines needed by the retailer?
Does wholesaling agency supply all or most the

brands required by the retailer for each of his

lines?



(3) Extension of credit by wholesaling agency ?

(4) Delivery by wholesaling agency ? H

(5) Do types of agencies used result in-too‘fréqdent
and time-consuming calls by salesmen ? | |

(6) Help given by salesmen ?

(7) Does whélesale agency's cost structure pefmit:
selling price to retailer such as to allow retéiler

sufficient margins ?

b. Services

As far as further relations of wholesaler with upper and lower

interorganizational system ecomponents go, it can be said that :

.

(1) VWwholesalers can give their retail customer a
great deal of direct selling aid in the form of,
price concessions on featured items, point—of-salg
material and co-operative advertising.

(2) Wholesalers often can provide expert assistance’

in planning store layout, building design, and
//. I . B 1 4 ¥

material specifications.  / !

(3) Wholesaler$ generally offér\rétailers guidance'and‘v
. BN | . ,

- |

counsel in public relations,'housekeeping and ac-:

counting methods, administrative procedures, and

'

the like.

Whereever wholesalers function effectively
(1) In many instances re-orders are filled more quickly.

(2) Wholesalers guarantee the sale (any items which|
are not sold can be returned)

(%) Defective products are replaced promptly. '

(4) The wholesaler evtends long-term credit.

(5) The percentage of mark-up by working through a

wholesaler is more than offset by decreased in-
ventory costs and -dmproved service. S .



B. Classification of Wholesalers, and Application

of Wholesale Classification to Gelisim's Case

1. Classification on Basis of Function
When one tries to classify wholesaling, on basis of:

functions; one can proceed and identify that there are :

a. Merchant Wholesalers.

b. Selling Agents

c. Commission Merchants (Factor Agents.)

Going into . the details of each :

8. Merchant Wholesalers.

The principle business of merchant wholesalers
1s buying goods and fe—selligg.yhem for a profit
to customers who either reseil %hé\goods again to
bsomeone else like a retailer}\g? consume the goodg
in the course of operating a prbfit—making enter.
prise. (e.i. tell themselves to the consumer. ) oo
Thus' the compensation of .a merchant wholesaler ié
a profit that: is made on the .sale of thé'goods.
They classify into subgreudbs as such :
(1) Full function or service wholesalers. .
(2) Self-employed merchants o
(3) Driver-salesmen
(1) The full function wholesalers is the
traditional wholesaler who performans all oru
most of the marketing functions normally
associated with wholesaling. The merchant
wholesaler is the tvpical wholesaler who

narticipates directly in all or most of’

+the flows of marketing, (particularly good
for broad retail lines) such as
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(a) Physical pbssession
(b) Ownership
~(c¢) Promotion
(d) Negotiation
(e) Financing, and
(£) Risking.

(2) self-employed merchants (wagon jobbers) are o
characteurized by tl@__,é/ fact that they have
litte capital; ofteé\gxfénd no credit to cus-
bomers. (except.for kiosk's monthly payment |
for settlement of dues). They may own goodsl
but prefer to get them on basis of conseign;'{
ment from suﬁlier, and they often maintain . ' 
no warehouse, but rather on hand-to-mouth
basis.

(3) On the other hand driver salesmen (not really
wholesalers) take goods on coﬁseig;ment Br' |

salary basis rather that on profit basiS.;

P

When we apply the wholesale clagsification to Geligim's |
case, we sée; that distribution of Geligim Holding has two phésgs :
and three facades. At phase one, the partworks of encydopedias
produced and are distributed ﬁo kiosks through 'Hﬁrdagltim'ff

At phase two, the returns of periodicals are recycled as raw paper

into new printing, and partworks of encyclopedias are consolidated

into sets of encyclopedias and marketed through two firms:
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(1) Geligim Yayin Pazarlama San. ve Tic. A.S.

(2) ANSA Ansiklopedik Satiglar A.S.
Thus field study conducted in the company revealed
that the periodic weekly,, monthly etc. distribution
system applied in Hurdagét\? as per characterlstlcs
definition and application, suits merchant whole-i |
saler broadly speaking, and selfemployed merchants

specifically speaking.

b. Selling Agents.

Thése differ from brokers and publisher's agenﬁg‘
because they normally handle entire output of

the principal, this, in effect, become sales
force of publishers. They are given more comﬁleti
authorlty over price, terms of sale, terltory et:.
They may use publlsher s agents or buyer's in‘
places where they maintain no office.-Lasp‘but

not least, they méj have quite,én éXQensiv; saléé

force and promotional brogram.’

In case of Geligim, there are weekly énéyciope-i‘
diés’that are re-introduced into the. system
through two firms. One is ‘Geligim Yayin Pazarla-
ma A.S.' where goods are marketed when the whole
setofencyclopedia is finished and binded. This

suits as per definition amnd actual practice,

selling agents.
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c. Factor Agents. (Commissi?h erchants)

o

‘Factors and Agents receive goods on conseign-— .

ment for sales on a commission basis (Commission‘
merchants). They maintain a warehouse, are invol-
ved in physical handling of goods,‘thus partici—,‘:'

pate in the flow of physical possession. ,
They receive goods on consignment basis, thus :‘
have no title. They may mainﬁain full Saies force,
print catalog, have sales offices in various éitibsf
.~ advertise in trade magazines. These égents |
have‘full power to negotiate price, terms of sale
with customers and they may extend credit to. ‘
customers, often assuming the risk of making,boi- :'
lections. Commissién merchants finance their |
principals ofteﬁ by discounting acéounts receivg,
able. May order entire output of publishér}on' ‘
conseignment in anticipation of orders from "
customers, and last but not least, may"éolleét

from custdﬁers, forwarq péyment td principal aftew

Ll " Gz

deduction of expenses and commissions.

As discuséed above, the second firm which ig
'ANSA A.S.' is the second alternative where
Geligim's sets of encyclopedias are marketed‘in

a fashion which suits the definition of commission

merchants as analysed above.



On Bdsis of Breadth of ILine

Classification of wholesaliﬁg on basis of breadth

of line is

A

General Tine Wholesalers o

They carry generél and full line of nearly all the
items of merchandise needed by the type of retailing
establishmént to which they cater. The product |
lines, tjpically will be numerous. They may however '
not always have too much depth or specialized “'.
selection within all lines. (e.i. One product in
each of the magazines line, one for womén, One‘fpr

&
men, one for children etc.)

Limited - Tine Wholesalers.

Limited-Tine wholesalers on the other land, méin;
tain stoocks that afe limited to one or a féw
product lines.

Neither of'these two exis? per. se in case‘of? “;

Geligim.

7
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V. THE PHYSICAL DISTRIBUTION (PD)

t

It is necessary to look at the management physical distribuf‘

tion systems from the perspective of channel members. Concérn'here is

on how commercial channel members should view the‘opportunitiés made .

available to them by the varioﬁs institutions respbnsiblé fqr'QOVe;
ment (i.e., transportation modes) and storage (i.e., faciiities);
Emphasis is also placed on understanding how inventories can be
effectively and efficiently managed by channel members. Attentlon
is first focused on the underlying rationale that should gulde the
management of the PD system,the—so-called-phy51cal distribution
concept. rour of the critical decision areas that are important in

implementing the PD concept are:

(1) the determination of customer service standards, 
(2) the establishment of appropriate storing facilities,

(3) the setting of inventory management and control proce;v

1 4 ¢

dures, and

(4) the selection.of transportation modes.

Finally, attention is turned t6 overall FD syStei managef“

ment, or the effective melding of the varioﬁé;decision areas of

N ~

elght regions of’Hurdagltlm into a meanlng&ul whole.
In a renowned study completed over twenty years 8ago, 1

Howard T.Lewis, James W.Culliton and Jack D.Steele, (1960) found

thaﬁ,'for a number of companies, 10 to 20 percent of the products
carried in invéntory accounted for nearly 80 percent of the y o

companies' distribution systems because of the costs associated

i

with carrying these more slowly selling items in inventory. Such

costs can be highly significant,and gummarized in a physical

distribution service (PDS) decision model.
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VI. MALDISTRIBUTION

A, The Problem of Maldistribution

Despite the availability of sophisticated techniques such as |
simulation, many channel members are noteffective in managing the |
‘physical possgssien flow. In fact, research shows thatvcompanies‘with '
cemparafively high distribution costs freéuently provide poerer servicq 
than some of their competitors whe have lower distribution cests, even
though they are supplying essentially the same products to indenti¢a1
markets. This problem-termed "maldistribution" -occurs repeatedlylin“

companies of varying sizes across a wide variety of industries.

" One of the major reasons for the significance of this problem.
seems to be a lack of tep management support and effort in integratiﬁg
the différent areas required for effective PD'systems management.Ano ther .
major reason is the seemingly overabundance of "technique'-or "equipmenf?‘v
~oriented approaches to sélving distribu&ian problems as epposed‘te a N
truly integrated "systems management'" approach. Although specific predb-
1ems—such as inaccurate sales forecasts, losses’ frém inventory
steckeuts, inadequate inventory infermatien, aéd\ﬁhe like~-can }e
"remedied" through the use of sophisticated models, the changes reqnired '
to implement the remedies often create niy pnexpected prablems that are
not acceuhted fer‘by models and which genergily‘outwéight any

improvements achieved. Thus; in,practicé, the more popular distribution
techniques‘should be viewed only as aids in seolving the complex problems
freéuently encountered, What is required is a method of organizing and
peiforming the complex interdisciplinary analysis needed to avoid
maldistribution for each individual case!l

There are four signs of maldistributien. If any of these signs
éppears; a channel member should undertake a_careful study of his PD

system,



B. The Signs of. Maldistribution

According to Stephen B. Oresman and Charles D. Seudler, (1974),

the 81gns of maldistribution are multifold, namely :

1.

2.

50

4,

Inventories That Turn Slowly. . N
Distribution inventories should turn between six and tﬁelfé
times per year in most companies except in unusual prcducf .
situations : distribution invenqériés\%hat turn less‘than
six times per year are a frequeng\sign of control prdblemg;

Gelisim has a turnover rate of 4.

Poor Customer Service.

- Inventor inveéstment equal to about half this amount in_ite@ 

1 above, should provide about 90 percent service. Fai;uré -
to achieve this level of results can mean that the invenﬁbry

is in the wrong products, the wrong location, or both,,
Customer service of Geligim is above standérd. I
Interwarehouse Shipmnents.

Because stock transfers require double handling, dlS—
tribution managers reraly transship except in emergenc;es.:'“‘
A significant amount of interwarehouse transfers is a

sign of a system in contirnual trouble. Gelisim,'untortﬁn~f 
ately undertakes interwarehouse shipments. ”

Premlum Freight Charges.

A dlstrlbutlon systems that relies on premium freight is

in trouble for the same reasons. Cost savings are usually .

significant when the problem is corrected. In case of

Geligim, premium freight is around 25% of Hiirdagitim's
outlet price.

Thus, we can trace -facts to the effect that Gelislm, through
efforts to have impact on Hirdagitim's distribution, can

improve the present maldistribution.
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The chécklist provided here is a uégfpi\Starting point for
determining when an eveluation is worthwhile. I
-when is an evaluation worthwhile? We will try to answer |

[

by way of a checklist. _ N
An example of a chécklist(ézihod for determining whether |"‘
or not a distribution evaluation is worthwhile could be as,
follows: : L o e
‘-When the company makes\significant changes in its markeéing
strategy (for example-going direct versus selling‘to wholésa;
lers). |
-When the size of the company changes significantly. | |
~when new businesses or products are added to the‘distribution 
system, |
-When the company's geographic mix of shipments changeé
appreciably. “ | |
-When five to ten years have passed‘since the last evaluation.

~-when any of the.four signs of maldistribution'appear.'

PR

(4) Ivid.
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D. The Discrepancy of Assortment and Sorting. o

In addition to increasing the effiéiency>of transactions,;
intermediaries smooth the flow of goods and sefvices by creatipg’
:possesion, place, and time utulities. These utilities enhance'the1 
potency of the éonsumer's agsortment. One aspect of this ﬁsmoothipg"
process requires that intermediaries engage in the pérformance‘of‘é

"sorting" function. This procedure is necessary in order to brldée

the discrepancy between the assortment of goods and services generated
by the publlsher and the assortment demanded by consumers.The.dlscrgd\
panéy résults from the fact that manufacturers typically produce a |
large quantity of a linited variety of goods, whereas consumers |

usually desire only a limited quantity of a wide vafiety of goods,

. According to Mc Innes, (1964) categorically, dlscrepanclesl
in the market exist in terms of space, time, perception, ownership,(
and valuation. Spatial separatlon is created by the dlstance between
producers and consumers. Increases in speclallzatlon and mass-
production require w1der and larger markets, thus maklng.exchange
on a local basis insufficient. As a result, regional, national, and |
intefnational markets must be found.for .the increasing variety and
quantity of goods. B , |
Temporal discrepancy is created by the lack of synchronism between
the publishing and consumption of goods, yet this discrepancy must *
be bridged in order for supplies to be available at times when they.
are demanded. There is always a perceptual separation between “.
producers and consumers in a market, because consumers do not know 
about supply sources,and producers do not know where consumers are. .

In this sense, perception refers to both 1gnorance and inertia

\\\

) B ‘ !
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the separation can, therefore, be closed through the dissemination '

of information and the use of persuasion. Even when fully informed

and motivated makers and users of goods and services are bwought

together, no exchange is completed until the separation of ownership‘

is closed

that is, until the title of ownership is conveyed. Allled

to this separation of ownership is the discrepancy of values placed

upon the good or service by producer and consumer. Intermediaries

provide a means for adjusting value to meet the needs of both

suppliers and consumers.

The sorting function performed by intermediaries includes

the following aotivitiesz

(1)

()

(3)

RO

Sorting out; breaking down .a heterogeneous supply into se’p&-1
rate stocke which are relatively homogeneous. Sorting oﬁt' R
is typified by the grading of all the products. o
Accumalation; bringing similar stocks together into & largr
homogeneous supply. |
Allocation; breaking a homogeneous supply down into smaller
lots. Allocatlng at the wholesale level is referred to as
"breaking bulk." Goods received in carloads are sold in
case lots. A buyer of case lots in turn, sells inleldualii
units. The allocatlon processes generally coincide with
geographical dispersal and succe551ve ‘changes in ownership.ﬁ
Assortlng; building up the assorémgnt of products for use -
in association with each other. As ger Tousley, (19625_“W

wholesalers build assortments of goods for retailers, and,

retailers build ‘assortments for their customers.
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While sorting out and aééumulati%n predominate in the markéting;‘
of agricultural and extractive producfs, allocation and sortiﬁg'
predominate in the marketing of finished manufactured goods. It
should be noted that the discrepancy of assortment induces |
spec1a11zat10n in the exehange process, and the need for such
specialization may impede_the verticai integration of marketing;
agencies. For example, a manufacturer of a limited line of _
publiCatipnvitems could open his own retail outlets only if he
was wiiling to accumulate the wiae variety of items generélly ‘
sold>through those outlets. In general speaking, wholesalers can
perform such services mome efficiently than can individuai

publishers.
E. Routinization

'Each transaction involves valuation of and payment for goods
and services. The buyer and seller must agree to the amount, mode,
and tiﬁing of payment. The cost of distribution ‘can be minimized
if the transactibn are routinized : otherw1se, egery transactlon -
would be subject to bargaining with a- concomﬂittant loss of effl-‘
clency. Moreover, routinization facilitafes therdevelopment of the :
. exchange system. It leads to standardization of goocds and services .
whose pérrormance charécteristics can be easily compared and assessed.l
It éncourages,pubiishing of items that are more highly valued. In :
fact, exchange relationships between buyers and sellers are standard-
ized so that lot size, frequency of delivery and payment, apd‘communia
' cation are routinized. Because of routinization, & sequence of

!

' 3 3 - ' |
marketing agencies is able to hang together in a communication case.



' F. Speculation

As to Bucklin, (1965 DPP.108) speculation is the opposite of
‘ posfponément. The speculation conéept holds that "changes in form,
and the movement of goods to forward iﬁventories, should be made’
at the earliest possible time in the marketing process in order‘ ’
to reduge the costs of the marketing system". Thus risk is shifted;
- to or assumed by a channel institution rather than shifted away,froh;j
Speculation makes possible cost reductions through-
- (1) Economies of large scale publicatmon, which are the
result of changing form at thé earliest point, |
(2) The eliminabion of frequent orders, which increase the |
costs of‘order processing and transportation,
and |
(3) The reduction of stockouts and their attendant cost of .
consumer dissatisfacfion and possible subsequent brand,
switching. L
The character of variasbles involved in the postponement-

speculatlon theory are common in llterature.

t

Here, since publications are ‘'perishable' products and their

" '&.,,'

ﬁnormality" perishes, they can't be considered equal to a common-—
good-stock manupulation. |
Bucklids literategséortray the situation that the dosté of
postponement are minimized by the use of a speculative inventory,
if, however, the costs‘of risk to the customer had been 1essglqn the
géneral cost of holding inventories at the customer's home ( or -
warehouse, as the case may be) had been iower, then’costs incurred
by the'buyer would change, indicating that direct shipment in‘the

channel would be the means to minimize postponement cost, thus

accentuating once more the importance of effective distribution.

(5) Ibid.
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VII. CHANNEL STRUCTURE

A speéific\channel structﬁre may be determined bj
calculatlng the trade-off between rlsk assumptlon, economies of
scale, and customer service. 'The postponement-Speculatlon pr1n01ple
welghs the cost of postponing changes in férm, time, place, and
- possession utilities against the cost of addlng such utilities ‘1'
early in the marketing process. The greater the savings generatedl
by meking changes early, the greater the likelihood that inventbry—
holding‘intermediaries will be'used'in a channel system. It is also -
possible to expand the trade-off analysis to other marketing flows .
‘beyond physical possess;on, ownership, and risk-taking. If a flow |
is subject to increasing returns, é firm with low output is 1ikeiy
tO‘uqdertaké a process of vertical disintegration with respect to.it,'
but by employing channel gpecialists, will reintegrate the flow when
output increases. | |

Thus, when a firm's output and its market are llmlted it
will llkely find itself shifting flows onto others in 1ts channel
if it can, in fact, convince others to accept reSponsiblllty for_
these flows. As market size expands,.it_becomes 1ncrea31ngly
economical to vertlcally integrate, which is a pattern of behav1or
fully ev1dent among the largest publishing and distributive

organizations.

In order better to understand the evolutionary and
| changing nature of channel structure, it is important to comprehend

how the various institutions that make up a channel system undergo
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| changeé over time. By understanding the basic forces underlying -
- institutional change, it should be possible to predict the futuie
‘advancéments and deveiopments in distribution, and, thereby,
'design channel systems that are more viable over the iong tern.

To aid this understanding, several plausible theories have been

formulated which describe the process of institutional change.

Added to these economic-oriented explanations about why.
channels take on certain structural properties, Preston, (1933) '
says, there must be cons%derations of technological, cultural,“
physical, social, and political factors. For example, the emérgence,
of the éupermarket in the structure of food distribution was
contingent upon the availability of technologies such as the
mass media and mass communications, ﬁhe cash register, paqkagiﬁg
- and fefrigeration, and the automobile.‘However, according to .
Langhoff, (1965) the introduction of the supermarket in developing‘
countries is impeded by cultural variablgs, such as the pigh rates
of illiteracy, the habit of @asting food products before‘buyingfo
maidé and domestic help. The employment of vending and change |
machinés provides another example of technological and cultural
determinism relative to the distribution structure of candy,
newspapers, magazines, and the like. Thus, in affluent socienﬁies‘
with convenience-oriented cultures, consumers are willing to pay
the extrabcost associated with buying erm vending machines, and
the advent and continuous development of electronic data processihg
systems have enabled publishers and middlemen accurately to assess

their distribution costs end redesign their respective channels.
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Geography, size of market area, location production center,

St

and concentration of population, among other physical factors, also '
' play important roles in determlnlng the structure of channels. '
Distribution channels tend to be longer (i.e., include more
‘1ntermed1ar1es) when production is concentrated and population and
markets are sparse. Furthermore, we find that urban ereas are served
by a wrde variety of retail outlets, ei. for manufacturlng goods:

‘ deparfment stores, discount houses, and supermarkets, while rural
areas may be served solely by a general store, and for publishing

goods: kiosks, bookstores, bakkals, etc.
’ ?

In addition, commercial and federal laws can influence channel
structure in both direct and indirect ways. There are laws that |
prohibit territorial restrictions on distribution, pricing, discrimina-
tion, fullline forecing, and unfair salés practices. There aré‘also
laws fhat protect channel members from the competition of larger,
more efficient rivals or that penalize "bigness" in distributiogm
- And theré‘may be some boards and other social factors that Screen’
entrants. ;

Concentration on‘economic factors in channel structuring is
however, too restrictive from an analytical perspective. It is‘necés- :
sary to‘expénd the analysis by incorporating technological, cultural,
physical, social, and political factors. Only by such incorporatiop, L
~is it posSible to explain, for example, WHy seemingly unecbnomic |
(nonnormatlve) channels persist over time. To sum up, the focus of
lanaly51s here, has been on assessing the pergormance of the dlstrlbu -

S

- tive trades,;partmcularly" retailing and wholesaling in terms of system

" output, costs, efficiency, profitability, and equity.



System output is generally evaluated in terms of the services
(lot size, delivery time, market decentralization,;and assortment
breadth) that the commercial channel provides to ultimate household
consumers. Theories describing the emergence of marketing chénﬁéls,
the structure of channels, and institutional change provide an
appropriate framework for assessing the work of chaﬁnels.‘

The emergence of marketing channels can be explained‘in teims o
of a series of logically rélated steps inam economic process. Inter-
mediaries increase the efficiency of exchaﬁge and arise to adjust o
the discrepancy cf assortments through sorting processes (sbfting |
out, adcdmulation, allocgtion, and assorting). Channel arréngementsll

provide for the routinization of transactions and facilitate the

searchiﬁg process of both buyers and sellers.

. Channels are structured so as to provide outputs (lot sizé,
waiting or delivery time, market decentralization, and product
variety) to consumers at minimal cost. The exact structure is
influenced by consumers when they select?combinations-oﬁ service
4"outputs‘that minimize their total costs. In theory, structure thaf
stands‘out gravitates to a normative'stn&cture under competitive

circumstances via functional flow substitutgﬁi;ﬁty and shiftability.

A. 7Points of Consideration in Observing

Channel Structure

(1) Retail personalities. |
The aggressive,cost conscious entrepreneurs who start the
new institution relak their vigilance and control over

cost as they acquire age and wealth. (This explanation '

'



is, of courge, similar to some mentioned before.)
(2) Conservative and apethetic management. | |
Managément becomes organization-oriented rather'than' |
customer-oriented and therefore blind to the opportunﬁties ‘
of a new market situation.
(3) Misguidance.
Retailers lure by store equipment and sﬁpply piomotionsf‘
into superiluously modernizing their stores. | |
- (4) TImperfect competition.
| Retailers avoid price competition because of relased price-
maintenance and the fear of retailation. Retailers resort
instead to éﬁe selection of prime locations. Elabofate
facilties, full assortment and added services to diffirgn; ‘
tiate their product and gain a differential advantage. As
the retailer adds serYices, consumer expectations are:
raiséd. Thus, it becomes difficult for the retailer to N
reduce his services. On the conérdry,’he is forced to add
new services as he loses his dféggrentlal advagtage when

other retailers match hls orlglnal set of serv1ces.

?

(5) Incremental management decisions. |
Management decisionmaking becomes greated to slight modifica-
tions of exiéting operating patterns because of the uncer-
tainty inherent in large-scale changes. '

(6) Established institutions have history. .

Thus, they tend to be committed and rigid. The innovator
has no history and is not committed to any operational
patterns. Therefore, innovators are flexible.

(7) Secular trends.

As some market segments become wealthier, they demand more.



services : %herefore, institutions move along the whell to
provide for consumers' needs. Meanwhile, because of the
uneven income distribution, some opportunities remain‘for"
the new low-service, low-margin institution. |

(8) Non-Economic Considerations.

As Mc Cammon, (1973) points out, uneconomic channels may -

persist for the following reasons ;

-(a) Reseller solidarity. /o

Channel participants organlée\and function as groups
that tend to support traditional trade practlces and
long established institutional relationships. Trade
assoctiation actions, attempts by independent retailersv
to outlaw chain storés, and department store operators'’
efforts to block discount-store operations attents to
the role of reseller solidarity in determining chgnnéi

structure.

(b) FEntrepreneurial values. . ‘ |

Large resellers are growth-oriented, tend_ﬁb adopt
economic criteria for decisionmaking'purposes, and ,'
use new profitable tethnologies. On the conf:afy,

small resellers have limited expeétations, tend to-
maintain the status quo, view their demand‘cufvé as
relatively fixed, and resist growth beyond thei’.r‘lim'itefi
growth expectations.

(¢c) Organizational rigidity.

Firms respond incrementally to innovations because of
organizational rigidities. Thus, the process of
change takes a long time.

(d) The firm's chanmnel position.

Me Cammon(s) grouped channel intermediaries into insiders

L



who are members of the dominant channel ; strivers,

who want to become members of the channel ; comple- |
mgntors, who perform functions complementary of func- "
tions performed by insiders; andvtransienté, vwho take
advantage of temporary,opporﬁgnities and are nét
'interested in becoming members. \While transients _
usually disrupt the status quo\%y enéaging in devianti
competitive behavior, insiders, strivers, and cbmﬁle}
mentors are more interested in maintaining the stétus‘-;
quo. Thus, firms completely outside the channel‘are |
most likely to introduce basic enduring innovatiohs |
in the céannel structure. lMarket segmentatiOn.‘ New |
ingtitutions do not appeal to all market segments. -
Traditional institutions seem to have loyal segments
that they appeal to. Thus, these institutions are
not compelled to change. ' | ;

"(9) Time.

This, especially for Gelisim is a.#ital issue since‘its‘
periodicals, are ;perishable: cogmodities in tﬁe Seﬁse
that they have a date indicating their validity period;
Furthermore, most companies deal with multiple produ¢tsl
and services‘for which costs are shared. There is_also

a time horizon involved as well as a host of noneconomic
congiderations. Nevertheless, the concept of shifting
flows is a viable one : like so many management decisions,
it demands appropriate accounting procedures to be imple-

mented correctly. The timing problem occurs frequently

because information will often arrive at a particular
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point in the channel eitherbfbo Légly or too late
to be of maximum value for dééislon and control purposes.
Finally, as indicated earlier, it is likely that chaﬁnel
members will often attach different meanings to the same
~ symbols and assign different weights to the value of
information, which leads to perceptual differences | |
within the system. ' jd
(10) Noise. o ;
In response to the abovementioned problems, seﬁeral "“
"noise" -reducing techniques have been suggested (Bf
Grabner and Rosenberg, 1974). These include : |
(a) ggeﬁkng. |
The placing of messages in a line and delaying
their receipt until adequate‘receiving and .
decoding capacity is available (i;e.,'“backlogging"

messages).

(b) Sequencing.

Assigning specific times for each member of the
channel to transmitﬁspecific pieces of information,
such as ;rders, mgrg&gndising pians, and pricing
schedules. |

(e) széésing.
Avoiding one or more links in the normal communi-
cation network to eliminaté bottleneck situations,
especially during periods of crisis within the
system.

(d) Specialized languages.

Systematically omitting some details or elements
of message by aftaching a common, yet unique,
meaning to a specific s#% of symbols to be shared
< .
‘ \\\,



(e)

()

by all senders and receivers in a channel system '

(e«g., uniform product codes). |

Altering technology. D o
Changing the form in which messages are transmifted
and received by substituting machines for_pebple,
adding both machines and people to the system, or -
turning over a portion of the comﬁunications task’
to units or agencies specializing in some partyof

the communication process.

Instituting feedback.

Providing & mechanism by which the sender cah verify
& ’ "
that the intender ; receiver has received and under-

stood the message.



VIII. CONVENTIONAL MARKETING CHANNELS

As mentioned above, conventional marketing channel
networks are generally comprised of isolated and autonbmous
| units, each ofiwhich performs a traditionally defined set of
marketing functions. Co-ordination among channel members is
primarily achieved through bargeining and negotiation. The
operating units within such channels are frequently unable
to achieve systemic economies. Furthermore, there is usually
a low index of member loyalty and relatively easy entry to
| the channel. The network, then, tends to be relatively un-
stable: waever, in case of Geligim, the opposite of this
‘holds trué;there is high index of nember loyalty very hard
entry to the channel, and the network (Hirdagitim) is a very

stable one.

A, Conventional Chaﬂnels

?

Conventlonal marketlng channels*cémprlsed of 1ndependently

ewned institutions and agencies frequently suffen from several

’ weaknesses, the foremost among them being thé\gPsence of a systemwide
orientation and inclusive goals. If a locus of power is also absent
" the specificatioh of rqles and the management of conflict in conven-
tionai'éhannels are likely to be difficult, at best. Even when a -
locus of power is present (as in the mérketing channel for motion

pictures), there is no guarantee that the performance of the channel

will be any better than when peower is diffused.

1
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B. Vertical Marketing Systems

Vertical channels have emerged as significant forms
of channel organization and represent, for the most part,
sophisticated attempts on the part of managenent to overcome

the ihherent weaknesses of conventional channels.
1. Administered Vertical Systems

Administered vertical marketing systems are those in
which coordination of marketing activities is achieved
through the use of programs developed by one or a limited
number of firms. Administrative strategies combined with
- the exercise of power are relied on to obtain systemic }‘
economies. Such strategies have been most frequently ‘ “ "4
adoptea by éuppliers and by carriers. They have involved the
‘use of faCllltleS management, modular merchandlslng, cCo~
ordinated display, and automatic replenlshmgnt programs as

L 4

well as‘programmed merchandising agreements. T ,

2 Contractual'Vertical Systeﬁg

| Contractual vertical marketing systems are those in
which independent firms at different channel levels infegrate
their programs on a contractual basis to achieve systemic
economies snd increased market impact. They include, among
other forms of organization, wholesaler-sponsored voluntary » ,
groups, retailer-sponsored eco-operative groups, and franchise |
| systems. By viftue of the use of legitimate power in their

formulation, contractual systems tend to be more tightly

knit than sdministered systems, proven by Hiirdagitim.
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5. Corporate Vertical Marketing Systems

Corporate vertical marketing systems are those in
 ﬁhich channel nembers on different levels of distribution are
owned and 6perated by one organization. In fact, such systems
gre synonymous with both forward and backward vertical integ-
‘ration. Rarely, partial forward integration is seen, whereby -
retailers make an attempt to become wholesalers as well.
Backward integration has been typified by various wholesalers
and kiosks-systems in a chain, which are owred by publishers.
‘The key trade~vffs in instituting any publlshlng vertical
marketing system are the investment required plué the
flexiblllty 1ost, on the one hand, versus thé;qgngrol secured
;over distribution activities of channel members plus the
 operating economies gained, on the other, and is being

considered seriously by Hiirdagitim, on a broader scale.

Vertical marketing systems appear to offer a series‘ .
of differential advantages over conventional channels. The |
Igrmer employ a systemic approach and are committed to sciehtific
decision~-making while endengering channel member lOyaltj and |
‘network stability. Tasks ére routinized, and economies of
standardization are likely within them. Because & locus of
power is available and utilized in a positive manner, it is
possible to gain at least some control over the cost and quality
of the functions performed by various channel members. Further-
more, inherent within systems management is the notion that the ,

channel itself is the relevant unit of competition.
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IX.DETERMINING THE DEGREE OF MARKET EXPOSURE

Among the various channel policies, perhaps one of the
most crucial, from a producer's perspective, relates to how
‘many sales outlets should be established and, from a middleman's

| pérspective, how many suppliers should be used within a given

- product category. As stated above the decision w1ll be

determined primarly through studying consumers pugchaSing habits‘
'relatiye to product or brand in question. Thésf basic choices
_appear to be available. | Y o E
(1) A publishér cou%d decide on a policy of intensive
| distribution in which he will place his product
or brand in every available outlet. Likewise, v l K
a middleman could decide to purchase all aﬁail- !
able brand within a periédical class in order to
offer the broadest possiﬁle assortments to his
‘customers. . | ,
(2) Or a publisher could use selective distribution, .
whereby he will place his product or brand in a
more limited number of outlets within a defined
geographic area. A middleman may use concomitant
celectivity in his purchasing patterns.
(3) Or a publisher could decide on & policy of exclusive '
distributibn, in which he wili piace his product |
or brand in the hands of only one outlet in a
specified geographic area. In similar fashion,
a middleman may decide to concentrate his effort

on one publisher's brand(s) within a given periodical .

category.
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Marketing programs ean fall because\@anagers at the

publlsher s level do not tailor their programs to the = o

capabilities and orientations of their middlemen. For examplé,.‘ ;
a promotion campaign may be too complicated for middlemen to
understand or implement properly, the number of calls per
-customer required by a manufacturer from his wholesalers may
exceed the wholesalers' capacit, or the minimum orders spe- .

cified by the manufacturer may be beyond the inventory handling

and storage facilities of a middleman. :

First of all, says Curhan, (1973) the middleman is in
business to satisfy hié customers. In customer goods marketing,
théfe are relatively few exceptions to the statement that
consumers byy products from retailers, not from'manufacturers,
Thué, retailers possess "veto power" over virtually all marketing
proérams. (An analoguus situatidﬁ holds when manufacturersnof .
industrial gdods employ industriél distributors or manufacturers'
representatives.) Star, (1973) adds that although the pubplisher

could theoretically market his producté directly to conéumers;-

consumer buying behavior and distribution economics often-

preclude this possibility. As Star observes (7) : While retailers'

-

can influence brand séles significantly in most product categories;

such influence is cleary a more decisive factor in some product

categories than in others. Conceptually, we would expect such

influénce t0 be must important in product,categories. |
(a) Where the buying process is very unimportant to the

consumer (e.g., frequently purchased, lowpriced stable

commodities) and,

(7) Toid. | R
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(o) Where the buying process is extremely importanf
to the consumer (e.g., infrequently purchased,

- high-priced products perceived to be differen—
tiated along complex dimensions). In the first
case, the consumer's need for infoermation is-éo
low that manufacturers are generally unable to |
create strong brand>preference. As. a result,
retailers are free to carry and brand (s) they
wish without wear of lost sales er lessened
consumer goodwill. In the second case, the
consumer's need for information is so great
that manufacturers can directly satisfy the[ 3
need only partially, Under these circumstances,
the retailer must provide additional information‘
in order to "close" a sale, In the process of
providing this infermation, the retailer has
considerable oppbrtunity to influence the
consumer's ultimate brand choice. |

Thus, the publisher is continuously engaged in seeklng l
suppart from middlemen, especlally for the kinds of products
mentiened by Star (and their analogues in the industrial
market). Such support is not, by any means, automatically
available; receiving it depends, to a great extent, on the ways
"in which power of all types (coercive, reward, expert, referent,
and legitimate) is employed within the channel.

Second, independent middlemen are in business for
themselves, not for publishers. For exampiﬁi retailers
resort to selling private brands to increaée their independence

S ™ ‘ ,
from publishers of branded periodicals and to guarantee a B
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continuous source Of‘Supply of products fhey desire to provide
for their customers. Third, middlemen generally have existing
lines of products. The manufacturer seeking to "employ" a
specific middleman must develop a product that closely fits
the line that the middleman handles. Fiﬁally, Lambert, (1966)
states his view on this subject and says that in the case of“
retailers, the middleman allocateé display space, which is,
indeed, a scarce resource, given the number of items desiring
<placement.

~ The majority of ma%ufacturers must 'ask' for this space
by granting significant concessions or by investing heavily in
consumer promotions of various kinds.

;ﬁ addition, a manufacturer seeking to market through
middlemen must recognize and sell}to.three publics. The first
are the middlemeﬁ's customers. The second are the managements
of the various wholesale organizations. The third are the
salesmen employed by the latter. Successful handling of management'
does not automatically mean that market penetration will be forth-
 coming. A middleman's salesmen have to.be convinced of the merits
of the prqduct, and thus manufacturers must engég?.ypemselves
in selling to the salesmen via sales'trainingzhroérams, sales
contests, special promotions, and other incentives.

On the other hand, a publisher may have considerable
power in his attempt to recruit and influence channel intermedia-
ries. Instead of trying to push his brand through a channel and

pursuing a hard-sell policy with regard to middlemen, he has the
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optlon of trying to ‘pull his brand through the channel by adver-
-‘t181ng heavily to gain consumer preference. If the latter stra-
tegy works, middlemen may actually solicit the publisher to
carry his brand, and reseller support is likely to be available.
to him. However, the alternative coste must be carefully
asseseed in a manner similar to that specified earlier. The
differeht strategies require varying amounts of capital invest—{
ment.'The key problem according to Craig and Gabler, (1940) is to
determine whether greater channei performance can be generatedlby_
manufacturers assuming more participation in the marketing flows'
or by shifting more of the work of the channel to middlemen or
consumers.
. Channel organization and design is only one aspect

of marketing strategy. At the outset of the channel planning 1
procese, managers must acknowledge the important interelationship
between channel de51gn and all other elements of the marketing
“mlx. THe starting point in designing and: oréan121ng a channel
is, however, at the consumer level, irrespective of‘the type'
ﬂ~of goods and services involved. Furthé?m&ie, channel design
‘is elwéys conditioned by-the particular characteristics of pro-
ducts, middlemen, competitors.

_ The choice of oublets or suppliers may be highly res- '
tricted. Not every wholesaling and retailing establishment is
‘ a&ailalﬂe to every supplier, and visa versa. Achieving distri-
bution fhrough Sears Roebuck is not a foregone conclusion
- for manufacturers,; just as obtaining clothing supplies from

Hart,‘Schaffner, and Marx is not a certainty for channel
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middlemen. If however, there is some freedom of choice available
to a manager in désigning an epproprivate channel for his pro-
ducts or brand, there are four basic steps involved in determining ﬁ
the types of middlemen to use. These include:
" (1) Itemizing the alternative ways in which ultimate
| (household or industrial) consumers caﬁ purchase
the product in question and assessing the relative
volume of the product class moving through the |
purchase outlets, their relative rates of growth,
and their relative profitability. Underlying this
stepais‘atha;mmm evaluation of consumer preferences.
(2) Specifying the primary Qhannel paths that can be used
| in_reaching these various outl %s Qr“in tapping the
relevant markets for the produdt\\’ )
(3) Quantifying the relevant factors in the consideration
of each channel path by employing the weighted factor
score method, the hierarchial preference methed,
and/or the simulgtion methoa. | v
(4) Evaluating qualitative criteria relativé to the amoﬁnt fJ‘
of control and adaptability desired. i o .
- Having determinéd the type of middlemen, managers can then ,
turn'their attention to deciding on the degree of market exposure |
 their products should have. From a wholesaler's perspective, this
decision can involve a determination of both the number of suppliers

and the number of retailers with whom %o deal. As we look down phe

channel (from publisher to wholesaler to retailer), the three basic

policy choices seem to be



(1) intensive,
(2) selectiﬁe, or

. (3) exclusive distribution.

It is likely that the more intensive the distribution
of a pefiodical<or brand, the greater its sales will be in the
short run. However, there is an important trade-off between
' sales and control over the channel which must be taken into
con51deration by the manager. loss of control ca? result in
‘lower long-term profits. | Z

DeveloPment of an appropriate distribu;ibn policy for
 06nsumer goods requires consideration of the relationship
between type of good and type of store. Again, as in choosing
the felevant middlemen, knowledge of consumer purchasiﬁg behavior
‘is critical. ! :

| If channel strategy is a more exclusive type of distribution b

‘pollcy, specific agreements are possible with regard to the |
alkocation of marketlng effort among channel members..An appro-
_’priate allocation is arrived at through bargaining over produéts
‘covered, class or types of customers, terrltory covered invento-
ries, installatlon and repair services, prices, sales quotas,
advertlslng and sales promotional obligations, and exclusive
dealing. These agreements should be put in writing, reviewed
on a yearly basis, be reasonably flexlble, and contain infor-
mation on the duration, renewal, and termination of the agree—
ment. The forging of such an agreement, if it is to be func-

-tional over the long term, must reflect mutual support and an



equitable division of benefits and costs in carrying forward
distribution. It involves the specification of the rights and
obligations of each of the parties. |

Despite efforts on the part of managers to organize

/ {

an efficient and efféctive channel syStem, such efforts are
sometimes futile, because they do not fully déQeuﬁt for the
Hdifferenées in perspective and orientation of iﬁéependent
vﬁiddlemep. The latter‘are in business to satisfy thet-customeré
- and are not in business to satisfy the desires of other channel
nmembers. In addition, middgemen generaily have existing product
lines from which they frequently do not wish to deviate.
Finally, middlemen, especially retailers, control display
{sﬁace and the process by which it is allocated. Therefore,
'gaining reseller support is often not a simple matter, to say
the least. Vari@us approaches have Eeen_employed to gain

such support and have evolved into modes of channel organization

called vertical marketing systems. - _ o



X PATHS TO FOLLOW
The step in the analysis of alternatlveé is to specifiy the
primary paths the company might follow in réaghlng various outlets
- or in tapping the various markets. Five radlcally different paths thef
company might take to market a product are for example : ,
(1) Market through the present distributiors of newspépérs'j,
and periodiéais (present distributors alternative).
(2) Marketing through new distributors already selling to
the trade (new distributors alternative). .
‘(3) Buying a small company already in this market to utilize
its distri?ytors (acquisition alternative). ‘ 3
(4) Packaging and selling the periodicals through mail
campaigns directed at customers (direct mail alternative)w,
Each of these alternatives has, obwviously, drawbacks‘as;well
as strength. In order to assess these in an analytical manner howevef;
it is useful to go beyond qualitafive_debate as to their merifsiand
demérits. Thus, the third step in the channel alternative assesment
process islto attémpt to quantify the rglevant factors ip_the cqnsidera-’
tion of each. These techniques seem to Be out of Geligim's reach
because they couldn't be tried radically.without a daily neWspapér in
,the producf line. Just Magazines weeklies and Monthlies are not |
'enouéh' for costs to say the least, but if newspaper is introduced,
this above argument on e.i. 'chemicals' may well be applied to-
Gelisim's periodicals. However, three different desicion techniques
can be fruitfully applied to this problem : the weighted factor score
method, the hierarchial preference method, and the simulation method.

In addition, it should be noted that the multiattribute choice strategies

specified before are also directly applicable to the problem of channel

‘ design.'



XI.BASIC CRITERIA IN CHANNEL DESIGN
(INTERORGANIZATIONAL OUTLOOK)

Aside from the strong stipulation that channel design must

start from an understanding of consumer purchasing patterns, there

. are several additional factors that provide constraints on channel

organizatlon that are important in structuring an interorganizatienal

distributlon system. These factors are discussed in some detail 1n

‘basic marketing and marketing management texts and, therefore, w 111 ‘

be reviewed only brieflylhere.

(1) First, it is important to realize at the outset that the

(2)

choice of outlets, in the case of publishers, of suppliers,
and in the case of middlemen, is frequently highly o
restricted. |

Certainly, the extent of financial and other sources of
power held by a channel membér seeking té enter or enlarge
a distribution network will have a strong effect on the.

amount of freedom of choice available to him.This is a

 strong degicional facter especially fer Hiirdagitim since

they seek credibility as the most important_criteria eff

~acceptance . !

Second, the number, size, and gcographic concentration éf'

customers will have a direct effect on channel design,

(3)
‘directly influence channel design., Perishable products

for a complete discussion of each ef these constraints,

see Kotler,

Third, as mentioned above, product characteristics will

like Geligim 8 require direct marketing or at least the
use of middlemen who can assure rapid turnover of

merchandise, whereas bulky producté\ffqulre channels that

minimize shipping distance and excessive handling. Similary,
unstandardized products that call for technical expertise in
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their sale may require direct selling becaise of the need for
Lre y

specialized attention. Last but not least, nonperishable,

-~ nonbulky, standardized products can be handled more readily

(4)

by indirect channels.

Fourth, middleman, competitive, company, and environmeptél
characteristics also influenée channel design. Thus, in |
certain lines of trade (e.g., furniture), manufacturers'
representatives are particularly well adapted to sefve\'
producers and customers because of their ability to carry
full lines of complemantary products assembled fvom a |
variety of manufaé%urers. For shopping goods, comparisons
as to style, price, and suitability are significant to

consumers, and therefore, the selection of appropriate

‘ channels is dictated, to a large degree, by the need to

provide such comparisons,. Furthermore, companies obv1ously
vary in their financial strenght, the breadth of their
product mix and assortments, the orientation of thelr | A
marketing policies, and their experlence with. certain types

of outlets or suppliers. All of these latter factors .

- emmf

constrain channel design. Finally, economic conditions and '

legal restrictioné'are'influential in determining the amount
of channel strategy discretion an organizatlon will have.

The above constralnts clearly limit @he distribution

‘ S ‘ ,
strategy to be employed in any specific.situvation and thus i

place boundaries around interorganization management. Once

'the constraints are assesed, two crucial desicions must
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be made. First, the way in whicﬁ an organization will”tryx
to make its products availabe to designated end-markets :
must be determined. Second, the number of outlets of
suppliers with which a channel member wishes to work‘must
be arived ét. Onclehese decisions are made, .the manager
can then turn his attention to the means by which he can
allocate resources within the system efficiently and effec-
tiﬁely via role specification and conflict management.
- The first step in determihing the type of middlemen To use
’in reaching this market would be to itemize alternative‘
ways in which ei: swimming pool owners could purchase tﬁié
product. In other words, as emphasized earlier, the consumér
* represents the starting point in channel design. For‘exaﬁple,;»
"the\owner may obtain the prvduct from at least the five
sources listed below:
(&) Conventional retail outlets.,

(b) Specialized retailers. - s
 (c) Service companies: (ﬁ

(d) Direct mail supply companigés.™’ \\\

The same principle sbove that works for ei. 'swimming pool

owners' applies well to Hirdagitim's products: "periodicalsi

of Geligin" as well.
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XIT. CHANNEL AS AN INTERORGANIZATIONAL SYSTEM‘
i |

v

A markgting channel may be defined as an interorganizational
 system made up of a set of interdependent institutions and agenciés
involved with the task of moving things of value (ideas, produCts;
services) from points of conception, extraction, or production to
points of consumption. Its primary focus is on availability-deliver-
ing valuable objects to points at which they may be easily examiﬁed,
evaluated, and consumed. Marketing channels should be considered &sy

the relevant units of competition: the viability of any given

organization depends greatly on how'well it interacts and coordinates ' .

its efforts with other organizations which survey its ideas, products,
or services. |

To a significant extent, marketing channels may be thought 6f

in terms of superorganizatibns, because they possess many of the attri-

butes of complex organizations. Thus; any given channel can be
characterized as including a c00perative‘relatieg§hip among its

members, collective goals, differentiation of function among its

members, explicit rules.and policies, struétural'complexity;'

' communication, and interdependecy among its members relative to task

— et '

performance. Channels often differ from complex organizations in that

thej do not always incorporate a stable and explicit hierareal v

stfucture. In order to implement. interorganization management within
a channel without such a chain of command, it is necessary to seek

informal saurces of authority‘based on the social and economic power

of its various members. .
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In Turkey, the functlon passes from father to son for several

generations because of soclal values such as dependability, reputatlon

and so on.

Because channels. are comprised of sets of interdependenf
institutions and agencies involved in producing an output (e.g;, ’
consumef satisfaction), they can;be viewed as socioeconomie systems.
~ The dependency relationships that exist within such-systems bree& |
conflict‘that must be managed if the system is to remain viable.

‘However, onflict can be functional as well as dysfunctional: it ié, "

"~ therefore, the task of interorganization management to harness the

confllct that arises and to aid in preventlng pathologlcal waves asv
a reaction to conflict situations. ( :

A crucial element in interorganization management in marketlng
is the spe01ficationvof roles to be performed throughout any given
echannél system.»Such roletspecification involves outlining the . |
releveht domains of each member: that is, the population to be | ;v
served,.the territory covered, and the functions or activities to |
be performed. Certain flows-physical possession, ownership,promotioh;
negotiation, financing, risking, ordefing, and paymeht-muet be‘i‘
incorporated if the channel is to operate at all. The allocatlon of ‘
participation in the flows will determlne the roles of the various
members in the system. Compensation for each member should be based .
on its degree of participation in the flows. For on-going distribu;
tionrehannels, the setting of compensation levels will depehd;‘tova';
large extent, on an eveluation of performance based on a chafinel

audit. In addition, efforts to achieve greater effectiveness Wi;l

depend, in large measure, on shifting the flows between various

channel members.
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It is postulated that a chanmnel of distribution might be
yiewed es an interorganizatienal system comprised of interdependent
and interrelated institutions and agencies involved in the task of
‘moving goods and services from points of publishing to points of

comsumptlon. The commercial channel of dlstrlbution is the subset

of the entlre channel that excludes the consd?erj The institutions
~and agencies within that subset can be manlpulated and organized in
"such a way as to enhance.competltlve abilities, that is, to satlsfyr'
consumer needs and wants in a more complete way than other less

‘ organlzed systens might.

From a normative per;pective, the allocation and exchange o?
reseurces in commercial channels first require a specification of rolen:
relationships for each of the channel members who will or do élready
act within a given interorganizational system. In order to accemplish|‘
such a specification in a reasonably efflcient and rapid manner, elther |
a formal or informal chaln of command must be established within the
channel. However, because of the 1nterdependency that ex1sts among '
channel members, conflict is 1nevitable. In other words, the depen-
dency relationship will lead, at varying tlmes, to frustration of 1nd1vi-
dual members' goals. Furthermare, the use of power in role spe01flcat10n_
may generate additional confllct. It is, therefore, necessary to
develop responses to conflict so that the frustration that is bound to‘
arise Qithin the system does not become dysfunctional. Thus, despite
some possible negative side effects, economic and socail power must be
used to further rearrange the marketing flows and to alter roles, if:
need be, in- order to arrive at a channel condition where only functional

conflict exists~that is, a condition where solutlons,te conflict

situtations provide for more effective commercial channel performance

than previously existed.
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The interrelation among role specificatlon, conflict, power
usage, confllct management strategies, and co?merc1al channel
.performance is depicted, in a simplified mannéf;wlt should be
inéted that feedback reconnects performance to coﬁflict and to power -
usage. Thus, if performance is unsatisfactory, it is likely that a . f
‘,heighfened sense of frusrafioﬁ will develop leading to increased
levels of conflict, that power and its use may shift within the
sysfem; and that, as a résult, roles will be further respecified

.and realigned.
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XITI. SYSTEMS MANAGEMENT I

The complexity of the physical distribution function implieS’

| thaﬁ the different data discussed above must be managed as an o a
~intergrated whole. A vital link that permits effective planning and o
éontrol of the activities involved in the flow of physical possessioq.
is information. Therefore, Gentle, (1965) says that the design of a:
‘system is a cfitical snd continuous process that secures the proper
implementation and functioning of the system. The necessary steps in
the dévélopment of a system, enumerates the basic areas of cost
information usually needed by physical distribution managers in‘makiné"
a system operational. | i

‘In manufacturing and production firms, also publishing firms,'
the 1oéistics information systems that.are developed should include;
ideally, data on the following.compbnents:

(1) Production planning and scheduling
 (2)'Purchasing

(3) Traffic (raw materials and fiﬁiShed'goods) 3

'(4) Raw materials and supplies warehousing

s - <z

(5) Material handling

' (6) Finished goods storing
(7) Inventory control
(8) Protective packaging -
(9) Order processing

(10) Billing
(11) Location of plant and storing facilities
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Generally, the only. components that are, in fact, integrated

into manufacturer s systems are purchasing, location, 1nventory R
control, packaging and handling, and traffic or transportation.
On the other hand, the components that should be included in a
retailer's system include purchasing (store supplies other than .
merchandising), receiving, marking, stock rooms, packaging |
(alterations), warehouses, traffic (publication supplies and
'delivery service), packing and pickup, and customer service.

Once the appropriate data have been supplied by the 1dgistibé‘
information system (LIS), a variety of mathematical techniques are
available that can aid thé distribution manager in anlyzing the
information and solving systemwide logistical problems. One of the
most popular distribution (D) systems management techniques
accordlng to Dearden, (1966) is 31mu1atlon. Via simulation a maﬁager
~can construct mathematical models of each of the major dlstrlbutlon
activity areas and their interrelations. Then, by manipulating
these models Shycon, and Maffer, (1960) can draw cbnclusions as td
approprlate policies and strategies, Slmulation permits dlstrlbutlon

management to change one or two variables. and know that the

ﬂ. —e,.«'

‘resulting changes in the system's operation as a whole are due to
that manipulation alone. Great savings can be achieved from the use

 of simulation, because alterations can be made and tested without

//..

disturbing the actual system. Moreover, withfthe{sPeed of computers,

‘changes whose impact might require years to éetermine can be assessed

i,very quickly.
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A. Role Specification

According to Gill and Stern, (1969) the concepts of .
positions and their associated roles are basic to understanding |
the relationship of members in a socioeconomic system. A posifibnw
‘pertains, in general, to the location of a person or class of |
. persons 1n a network of social relationshlp? Rgles ere the

unifying factors relating persons or groups o \f\persons to p031tlons

!
by
)

. in that they define appropriate behavior for the occupant of each
position, says Biddle and Thomas, (1966). S
' Ppositions connect the individual to the system and link each
system 1in turn to the larger system of which it is a part. For
eiample, an individual‘may occupy a posifion in a sales department. ﬁM‘
. The sales department in turn occupies a position in a distribution
channel system. - o R
| In summary, attendant to each channel position is a set qf |

rolelprescriﬁtions. Eaéh channel position-occupant brings tovhis; |
chose positlon, different role behavior or performance that is deter— |
‘mlned by role prescriptions as well as by 51tuat10nal variables,
organizational objectives, pebsonal expectatlons, and channe;‘
communications. To the extent that difféfght organizations[in the
“channel have the same prescription for a role, that their
prescriptions are the same as the channel member's conception of
his own role, and that the channel member's perfbrmance is consistent
with the prescriptions: consensus exists in the system. Consensus

enables the members of the channel system to anticipate each other's
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pehaviors,‘and therefore to operate collectiv’iy\;ﬁ\a relatively
‘unified manner. Functional role (domain)‘speciﬁipation is,
‘therefore, a key determinant of the éffectivenes; and efficiency
‘of channel performance. Firat, Tybout and Stern, (1975)point out}-
‘that it should clearly not be left to chance, for if it 1s,
dysfunctional conflict is 11kely to erupt among channel members.
’That is, the parties must usually first become aware or cognlzant
of the conflict situation as well as personalize the conflict so |

that hostile feelings develop.

B. Channel Conflict

-1

Pondy,‘(l967) points put that channel conflict is a situation
in which one channel member perceives another channel member, tq‘bé’
‘engaged.in behavior that is preveﬁﬁng or impeding him.fnmlachieving
his goals. According to Mack and Snyder, (1957) it is, in essencg,

a state of frustration brought about by a restriction of role
performance. Stern, (1971) argues that the degree to which the
‘behavior of one channel member could potentially destroy, thwart,
‘or hinder the goal attainment of another, is a function’Of goalg
incompatipility, domain dissensus, and differences in perceptions
of reality between them as well as the extent of their interdependénce;
| Thus, conflict will inevitably result when there is an iﬁ-
balance between inducements and contributions.

Boulding, (1964) on the other hand says thaf if the conflict:
secomes dyéfunctional or destructive (in which "pathological" moves
are made that ultimately impede the performance of the conflicting

parties and the system itself), the channel system will move forward,

and in order to achieve effective role congruence and performance
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and to keep conflict within its functional range, it is necessary to

employ economic and social pover. - | ;e
Simply put ; 'power' is the ability of one channellmember ;

to get another channel member to do vwhat the latter would not othefwiée ‘

. have done. More rigorously stated, one channel member's (A's) powerl

over another (B) can be defined as the increase in the probabilitj ¢f1 4

B's enacting a behavior after A has made an intervention, compared to

the probability of A's intervention.

C. Power in The Distribution Channel

Some tentative s?eps have been taken towards developiﬁg e
methodology that permits a determinatiom of the locus of power within
specific marketing channels. The approach reported below was employed”l _
by authors like Robicheaux and El-Ansary, (1974) and has been“subsequently
applied, in modified forms, by Hunt, and Nevin, (1974) and also by Etgar,
(1974) . -

' If channel management is going to be instituted, it will be
necessary for'appropriate infermation and‘communication systems to be
: established. Such systems are particularly crucial if a variety of
institutions tsake a role in channel leadexrship. The dovetaiiing'or
decision-making must form an-essential part of the overall channel
management job; otherwise, suboptamization of the marketing flows can
be expected. The marketing flows, taken as a whole, comprise a syetemw
~ they must be combined in such a way as to permlt strong impact of the.
channel on its env1ronment. This comblnatlon cén only be achieved

through the sharing of relevant data among é£apne1 nembers. Therefore,

concern with the development of effective communlcatlon within channels.
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D._Qhannel Management
Here focus of discussion is on the potential of
manufactprérs, wholesalers, retailers, and common carriers
to assume the role of channel managers or leaders. In
coming to.grips with this issue, a cruciél cogéidkrgtion is
the amount and kinds of powér available to eaég\iﬁstitution.
| Tﬁe question as to who should lead the chéﬁnel cannot - ‘ ﬂ 
'be answered without an in-depth empirical analysis of channels
dn‘a casé—by—case basis. Because eaéh and every institution
hés af least some power relative to the various marketing
flows, leadership may take the form of control over or
management of only one or a few of the flows, depending of
course on the scope of power enjoyed by the various institu—
tions compfising a given system. Furthermore, leadership will
clearly be constfained by consumerism issued and by the increase

of antitrust enforcement and regulatory agencies.

1. The Need For Channel Leadership

P

In order to achieve>effective conflict’ management and thus -
improved coordination and pérfofmance within a channel system, it
may be necessary to locate an institution or agency within the system
that is willing to assume a 1eadership role, that is, an organization
that will use its power bases to aid in overcoming the spontaneous
variability of individual channel member behavior and to allocatg

the resources within the system so as to enhance the system's viabilitj#



Thus channel leadership'can be wiewed as the use of power £0
intentionally affect the behavior of ofher channel members in“brder
to cause them to act in a manner that contributes to the hainténancey
or achlevement of a desired level of channel performence. In fact,
the system may have to gravitate to one where control is requifed.
Channel control is the ability of a channel member to prédicf.v‘
events and achieve de51red outcomes in his relations with other
channel member. Channel control can result from channel leadershlp;
Furthermore, like channel power, the level of channel control achieved
by oné‘firm over others in a channel may be ‘'issue’ specific. For |
example, while the publ%sher may have control over pricing,retaiiers'.
may have control over inventory levels in the channel. Whether}or
not control can be exerted depends, of course, on the powef at the
commaﬁd of the channel leader, on the drive for autonomy on the
~part of the members over whom control is being exerted, and on the'.'.
latter's tolerance fof control. Clearly; numerous intra-and'extré— k
channel factors will determine how successful leadership attempts
can be. According to Robicheaux and El—AnsaEY, >(1974) some of
v these factors include the damand and suppl&\bondltlons pertalnlng
| to each source of power held by the potential channel_leader,_hls‘
efficiency in controlling his resources, the attiactiveness of
alfernatives, the activities of other competitive channels, and

developments in the socio-political-economic environment of whiph'

fhe channel in question is a part. -
The primary function of a channel leader will be to engagelin

channel management; using his power to further coordinate  efforts:
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and to dampen activities so as to assure adequate performance
~ throughout the channel system; frequently ‘modifying decisions based
on economic criteria alone. Management may be willing to trade off
short—term economic benefits in order to gain a long-term ablllty
to manipulate the channel. In conventional channele of dlstrlbut;on,
the members are independeht businessmen. Therefore, each is pr;marily
interested in maximizing his own profits, which can sometimes lead
to suboptimization within the system, as pointed out earlier, here
. suboptimization refers to the fact that each channel member may
make a set of de0151ons on the various topics,elements of marketlngxi
strategy (e.g., price, advertlslng, and phy81%al distribution)
which maximizes his profits but which conr}lcts with the ablllty |
of the entire system to perform most efflcrEhtly or effectlvely. As .

Stasch, (1972) has observed, the demedy to this problem is to seek an |

adjustment to the strategy declslons,of each member so that total |
chenneliperformence (measured in terms of profits, market share, or :
some other commonly shared goal) will -be higher. Stasch, €1964), |
ergues that greater the difference between present.Channel‘performance‘
and projected channel performance under-the systems}appreaeh, the
greater will be the incentive of channel members to pursue joint |
planning or to vertically integrate. »

The accomplishment of some semblance of channel control requlres
the use of power in order to generate appropriate role spec1flcat10ns
for each channel member in the system. A channel can be viewed as be;ng
in equilibrium when there is no structural or functional change that

would lead to increased channel performance. A structural change
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1nvolves the addltlon or elimination of some level in the channel
whereas a functional change calls for a reallocation of one or morel
of the marketing flows among the channel members. Maximum control
" can be achleved through vertical integratlon~ however, the
investment required may be beyond the reach of eertain firms. |
Furthermore, there are benefits available 1ﬁ/operat1ng nonintegrated J
systems that may be desired by the channel(gembers.

Stigler, (1951) extrapolates that there ‘are numerous means .!.
by which an organization can use its power to secure effective
contrél within a system comprised of independently owned units.“
One of these means is tﬁe establiehﬁent of a franchise system
whereby‘legitimate power is combined with reward and expert power
in deyeloping a programmed network. | -

 Historica1ly, there has been an increase in the size of retai}.
transacfions, which has generated.more direct buying on the part of
retailing institutions. As a result, the need}for wholesalers'
services in the form of large-lot buying has been reduced.s On the
other hand, there appears to be noAslackening in the desire ef.custom—,
ers for rapid delivery, although it is possible that such demaﬁds o
may soften somewhat as periods of shortages are‘experienced.r

Market decentralization requirements have been redueed,relatire
to convenience goods due to the development of greater mobility in
personal transportation. But decentralization has been increaseﬁ
relative to shopping goods with the emergence of planned regional
shopping centers. In addition, the requirements on the part of

customers for broader assortments have Spurred the movement toward

larger retail stores and have, concomltantly, created an increased

need for wholesaler services in gathering together dlverse
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'merch&ndlse for retail display. A 31m11ar development has been
w1tnessed in certain industrial good markets<(e é., machinery,
equipment, and supplies) that have sustained relapively rapid

growth and have traditionally relied on a full raﬁge of services .

from wholesalers. On the other hand, the incidence of "double o
‘wholesaling" has been declining as manufecturers have become |
more sophisticated in managing promotional flows for their
-induétrial products.

The costs of distribution - measured in terms of gross | ?
margins and "value added" - have remained high. These costs have, o
to a 1efge degree, resulted, from the process of industrialization
aﬁd economic growth. If economic growth slows down, it can be
expected that'more emphasis will be placed, by both management
~and govefnment, on reducing these costs. In order to do this,
however,‘productivity will have to be increased. Productivity in
the distributive trades-measured in terms of output per man-hour o
and output per employee-has historically been quite lew}relative
to the manufacturing and agricultural sectors of the economy;'The :
results have been that wage rates in distribution are below those
‘in many other sectors, and, therefore, the Tbility of retailing
and wholesaling institutions To attract skilled and competent
labor has been poor.. This factor, in turn, has bred further
reductlons in product1v1ty levels.

The strateglc profit model (SFM) has been employed here to
assess financial productivity and profitability in the distributive
teades. Profit margins (net profits/not sales have declined for

both retailing and wholesaling over time. Asset turnover
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(net sales / total assé%s) has Encreased in retailing but * ﬁ ;‘
declined in wholesaling, while leveraging operations (measured .

in terms of total assets/net worth) have increased for both L
sectors. Overall, the decline in profit margins‘has not been |
offset by improvements in asset turnover or in leveraging,
'with‘the result that return on invesment (net profits/met worth)
is relatively poor for both retailing and wholesaling institutiﬁﬁs
in the aggregate. These findings, based on an application of the |
SPM, indicate that in general, management in the distributive"
trades has not been highly innovative or effective.

While there is undoubtedly a great deal of flexibility and .
choice provived by the variety of available retailing and
wholesaling instutions, from both a macro-and a microperspective,
inequities in distribution do, in faét, exist, particularly wifh
regard to the servicing of ghetto and rural communities. Although
racial, economic, and social discrimination accounts for some of
the inequity, the predominant reason for the problem appears
to be structural inadequacies, especially in the ghetto‘m;rket-;

place, The atomistic retail market structures present there,are

it s

not performing as well as industrial organization. Economists
would lead us to expect they should. Incentives on the supply
side and improvements on the demand side are required if the

 inequity is ever to be eliminated. | S



2. Channel Managément by Wholesalers

Despite this rather gloomy description of the whole-
saler'S‘bpportunity for channel leadership, it is‘shown below
that there are certain circumstances in which wholesalers do )
in fact engage in strong and effective interorganization
management. Hower, it is equally important to observe that |
not every institution cam or should assume a leadership posi-
tion within a channel and that efficient followership is as
“essentlal to a channel's longterm viability as the existance

of a centra11z1ng force.

5« Channel Management by Retailers

They can control resources, "buy"l time by utilizing
staff specialists, and employ their resources in a manner to
help the channel reduce conflict arising from any of the basic
gsources of organizational conflict. For example, they can

employ research personnel to learn more aboutb 6ustomers and

markets and therefore reduce uncertainty and improve communi-

P

cations through the channel. They have the economlc power to

'communicate and enforce a greater recognltlo% of the system's
T

' common goals which are congruent with some goals in each member

firm. They have the ability to enforce, through economic sanc—

tion, a reward and penalty system within the interorganizational =

structure. They are thus able to design and administer joint-

decision efforts and responsibilities in a manner that can
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lead to less confiict than would likely be the case without

their intervention.

4, Channel Management by Channel
Participants

Power relationship within the channel can be measured “l
by gaugiﬁg the perceptions and attributions of individual chan-' -
nel members through the use of survey research techniques.

Such measuréments might focus on the relationship between
perceptions and attributions of power (i.e., control over
marketing strategy variables), the relationship between power
‘and‘dependence, and the relationship between power and sources

of power. _
, /‘}

5. Who Should Lead The éhgpnel?

Although the questlon as to whlch institutlon or -

| agency should lead the channel has been debated in the llterature f
}for many years and for a variety of scholars like El Ansary and |
Stern, (1972) there exists no single satisfactory answer. The
fact is that the answer demands empirical evidence from sPeQific L
settings. It is necessary to look closely at the issues involved
in each commercial channel member with respect to each of the |
marketing flows. It may even be necessary to break the flows down
into component parts in order to perform an adequate analysis. |

For example, the flow of physical possession incorporates both-
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tran3portat10n and storage of merchandise., One channel member may
- be able to exert more influence with regard to the first component,
while another may have more power with respect to the second.
'Clearly, an analysis based on empirical findings will englighten
the subject. |
it should, however, be clear from the discussion here that
each commercial channel member has at least the potential for
leadership with regard fo one or more of the marketing flows,v
because each has 'amassed' or is capable of ama351ng power of
, one form or another relative to other channe} members. The ultimate
answer as to who should léad must, however, b \\\left to an empirical
. analysis of power and the relevant payoffs from its use on a

case-~-by-~case basis.

6. Some Performance Variables in
Channel Management.

There are a host of other variables that would be " o
meaningful to avaluate in order to arriﬁe‘at en overall jﬁdgment |
aboutvperformance in distribuéion. From a ?maéro" pefspective,

\it would be useful to know whether channeze and channel institu-
tions have been progressive over time, that is, whether they
have‘Been‘innovative and adaptive, especially with regard to -
changes in technology. From a social perspective, the effect

of various distributive practices on energy consumption, hard-
core unemployment, and the quality of the environment should |

be assessed. On the "micro" side, an evaluation of the number
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of stockouts, obsolete inventorles, damaged shlpments, and

markdowns over tlme, scrap value among other operating variables

would-provide a closer approximation to actual performance.‘

"Unfortunately, aggregate measures for these "macro® and
"micro" performance variables are generally unavailable or
are restricted to narrow 11nes of trade. It is necessary,
‘therefore, at this time to rely basically upon the information
pertaining to system output, cost, efficiency, profitability,
and equity provided above in arriving at a judgment about the
performance of the distributive trades.

To sum up, physical distribution management is a cri-

tical factor in the effective and efficient marketing of all

~products. Hower, the costs of activities, associated with

the flow of physical possession are surprisingly high-so high,

in fact,'that efforts must be expended to reduce them if dis-

tributive firms are to reach their profit goals, particularly

during economic periods when sales are growing at very slow

rates. Underlying effective and efficient physical distributi-

on management is the physical ‘distribution (PD) concept; This

concept takes a cost-service orientation Ehat is aimed at mini-

/

mizing the costs and/or maximizing the revenues«proflts, but

heurlstlc approaches modify the opt1m1zation<prooess into satis-"

L fying, rather satisficing prosesses, thus suboptlmizatlon.

In general, there is a lack of data available to
asseés key performance variables, such as progressiveness,
ecological and environmental considerations, and operational
efficienoies. Thus, it is necessary to rely on the present data
in evaluating aggregate performance. On this basis'alone, the

conclusion must be that the overall picture is not very

LU
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impressive, although it must be recognized that the standards
applied are very high relative to those that might be employéd
in other parts of the world,

According to Baligh and Richartz, (1967) from both a
"macro‘and.micro viewpoint, what appears to be needed is‘more“
coordination in distributive systems, Suboptimizatioﬁ is iikely
 to occur in the absence of effective co-ordination. Mc Common and
' Hamner; (l970) argue that from a management perspective, improvéd
results for retailers and wholesalers are most likely to be
achieved when working in concert with other commercial channel
members; profit margins agd rates of asset turnover can
‘lsimultaneously be increased, especially in light of the fact
that retailing and wholesaling organizations are already highly
: leveraé;d; On the macro side, it is likely that increased intné-

channel coordination will lead to less dupllcatlon of efforts

Iw1th1n the system and thus greater oubtput atzlower or at least
NS

stable costs. Furthermore, a resolution of inequities in dlstrlbutlon |

" will, obviously, demand a synerglstlc effort on the part of
government and commercial channel members, .

The coordination required can be accomplished through
effective inter-organization management combinéd with enlightened
goﬁernment policies and actions. In order fully to comprehend the
‘variables involved in achieving such management within distfibution
systems, it is necessary to understand and analyze the behavioral‘
‘dimenéions of channel relationships. Through the judicious use of

socioeconomic power and the employment of functional conflict
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management‘strategies,:morevefficient and potent distributioﬁ
systems can be and, to some extent, are currently being structed.
Here, an analytlcal framework for achieving effective
coordination is discussed by Bain, (1968) where emphasis is
placed on understanding the_relevant behavioral dimensions of
interorganizational relations, because it is through such an
understahding that the manager can learn how to organize, manipulate,’
and exploit the resources available to him in the commercial channel "l
systen of which his firm is a part. . While attention is pri-
marily focused on channels comprlsed of 1ndependently owned
institutions and agencies, the same prlnciple% and premlses apply
dlrectly to situations typified by vertical ingégratlon where S {
6wﬁership arrengements among channel members are prevalent. However,"
in vertically integrated systems, the managerial technique and
=dimenéions are more of an intra—thanvan'interorganizational nature. J:

‘Here the approach taken is prescriptive. .

E. Communication and Intercrganization

Information !

P

Inadequate or inappropriate comminication, or miscommunica-
fion cﬁn lead to wasted resources and stimulaﬁe interorganizationall
conflict. The development of a working information system is a
prereqﬁiéité to securing efficient channel co-ordination. However,
an information system will always be imperfect, because its construc-
tion will be impeded by legal, cost, and privacy constraints. Informa- .
tion systems, no matter how carefully developed, are also always subject |

to distortion, given the perceptual bias inherent in all individuals.
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Problems in channel communications generally center around .
-structural and activity issues having to do with the length of the |
channel, inventory ievels, promotion, products, and prices.

The longer the channel, the more highly developed the feedback
system available to each channel member must be. Also, there should be
mechanisms permitting the bypassing of messages in the‘channel.' Therevf:‘

- is also likely to be a need'fbr the repetition of messages, giveﬁ #he
number of links in the channel that can distort message conteﬁts.: This
peint'all the more, needs further attention in vertical marketing systems
like Geligim's Hirdagitim allignment. |

| Inventory managem%?t is a channel-wide problem and demands
channei—wide communication. Inventory difficulties are iﬁtimatély tied
to probleﬁs associated with ordering, shipping, and delivery. To Solve
these pgqblems, the first step must be the development of an effective
vintraorganizational information system. Programs associated with the
use of high-speed electronic data précessing have revolutionized
ﬁanagement‘s capability to deal with problems of inventory management and

control. An especially significant innovation has been the‘intrdducfion"‘
of computerized point-of-sale or front-end systems, but not in Turkey jet !
These variéus systems have the potential»fqgffacilitating the Queuing‘ L

,iand sequencing of interorganizational messages relative to inventory
management and control as well as providing 1nstant feedback throughout
'a marketing channel., They represent communlcatlon‘breakthroughs whereby
‘a,significant amount of "noise" can be reduced\;ia the formation of -
?specialized languages and the alteration of technology. However, the
economic, social, ethical, and political issues surrounding the wide -

’spread adoption of such systems are profound and must be carefully o

assessed and or accounted for as the development. of such systems ‘

progresses.



Beyond computerized systems, and perhaps in conjunction with
them, there is a strong need for informational assistance programs,
'BSPGClally on the part of the larger firms in the channel for the .
smaller ones, who are less able‘to afford sophisticated inventory
programs. - Obviously, such assistance will be self-serving if it is
succesful.

Co~ordinated systems involving transportatioﬁ modes and
storage facilities demand appropriate queuing and sequencing of o
messages‘if comnunication attending timing problems is to be reduced,' |
‘iin physical distribution. The development of specialized languages and
the aid of computér technology have been signifisgnt in securing on-time
‘delivery and adequate inveﬁ%ory, billing, and éhipﬁent information for
‘a‘numbef of companies elsewhere. The application:of the concept of" a
shared serv1ces also is llkely to help reduce redundancy in physical
dlstrlbutlon services and communlcatlon. |

Adequate feedback is crltlcal to the solution of promotion | ; .
‘problems. | | ,

The starting point in initiating an interorganizational informa-
tion system must come from analysis of a channel's performance and

_profltablllty. Four approachespshould be taken in maklng this assessment

(1) developing a channel audit of marketing flows

(2) determining. channel member's perceptions as to role behav1or'

(3) formulating strategic profit models and

(4) analyzing distribution costs. Distribution cost analys;s,;

which here has not been focused on, permits an evaluation
of revenues and costs associated with the use of alté;native
eiisting channels.

The firstrstep in distribution cost analysis is the reorganization

and reclassification of accounting data found in the firm's profit and’loss‘

statement into merketing function (flow) categories or groupings, The

¢
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gsecond step calls for allocating tPe various costs associated with

each functional flow category to each channel used by the firm. The

- third step is the preparation of a profit and loss statement for each

. channel. |

The results of a distribution cost analysis do not constitute .

an adequate informational basis for taking corﬁécéive action. Such an. B

‘ ‘analysis cén only be on symptoms. Despite coéfggv;rsiés over the
‘ relevant cost to include, it can be a powerful diégnostic tool, éspéciali?f
when coupled with additional analysis. o

In case of Gelisim, since distribution costs are fixed for a
period of minimum one year-normaly 2 years, as per pre-signed contract, ‘
. 8 )

the cost analysis remains to be a periodic analysis, and beyond the

~scope of this paper.
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XIV. INTERORGANIZATION.MANAGEMENT

OF MARKETING CHANNELS AND DISTRIBUTION:
(AN OVERVIEW)

The central theme here is that a high degree of inter-
organizational co-ordination is required‘within a marketing chan-
nel if that channel is going to have a long-run impact on the

markets that it serves. Such co-ordination is achieved via

concerted efforts at interorganizational management. Emphasis has

eeen placed on a normative rather than a descriptive treatment.
In essence, this chapter contains a prescriptive model for
'channel relations. and management.

The basic model may be summarized as follows: functional
role Specification among channel members is a prerequisite to
achieving effective and efficient channel perfopmance and is
accomplished through the judicious use of sociﬁi énd economic
ﬁower. chever, conflict arises within channeie\due to

(1) the interdependency of channel‘memberglreletive,_’

to goal attainment and

(é) the use of power in specifyiﬁg'fdles. Thus, power

must be re-employed in order fo evoke conflicting
management strategies. These strategies will be
significant in bringing about a realignment of
channel roles and reallocation of resources within
the channel system. The level of channel performance
attained via this dynamic process will, in turn,

affect the level of conflict in the system as‘well

as the extent, use, end bases of power of

L2
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the channel members. Each component of the model

is briefly reviewed below.

Positions link channel members to each other, while

roles define‘apprOPriate behavior for the oeccupant of each
position. In the process of specifying role relationships,
a series of prescriptions for’role behavior evolves. The pre-
SGfiptions are determined by the norms or behavioral standards
ef ehanhel members for each other. Role prescriptions indicate
what each member desires frem all channel members relative to
their respective degree of participation in the Qarlous marketing
flows. There is, however, a strong likelihood tgat role perfor-
mance will deviate, at least occasienally, from prescrlptlons
because of situational factors, differing objectives, communica-
tion problems, and differing personal expectations emong channel
-members. Thus, says Kaufman, (1971), the process of role
specification_is likely to generate conflict within the system.

| More generally, conflict is brought about because of thé
eperational‘interdependenee of channel members. The need to
coopepate is juxtaposed to the desire to retfain autonomy,
end thus channels can be characterized as systems encompassing
mixed motives. Channel conflict can be defined as a state in
which one‘channel member perceives another channel member to
be engaged in behavior that is impeding or preventing him from
achieving his goals. Conflict is caused by goal incompatibility,
domain dissensus, and differences in perceptions of reality as

well as by the level of interdependence in the system. It-

B
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results when thereAis,an¢imbalance.between the rewards a member
ieceives frem, and the contribution he makes to the channel.
‘While conflict is a positive social force which breeds adapta-
tion and innovation, efforts are required to manage it, because
it has the potential of preventing a system frém ach1ev1ng
effectlveness and efficiency in providing outputs.
H Viewed from a normative perspective, social and economic
power must be employed iﬁ 8. marketing channel to assure role
eongruence, induce satisfactory role performance, and manage
| conflict. Power is the abilify of one channel member to get
another member to do what the latter would not otherwise have
done. %ower is synonymous with depandance: the more highly
dependent-one channel member is on another, the more power
the latter has relative to the former. Available to channel

members are several power bases that they may use to evoke

change; these include rewards, coercion, expertness, identification,

L 4

and legitimacy. They are most potent when used in combination.

There is a cost associated with their use however, which must

be included as an integral part of the analySis in the development

of interorganization effectiveness management programs.

Perhaps one of the most significant functions of inter-
organization management is the generation of conflict management
strategies, given the fact that conflict is an inherent phenomenon
in interorganizational systems. Bargaining and negotiation strategy
which involves the making of commitments, the development of trust?<
and the willingness to compromise appears to underlie the
institutionalization of channel diplomacy, the effective use of

' (8) Please refer to Chapter II - XIII - C.

-t S
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exchange—of—persons programs, co—oPtatlon, conciliation, medlatlon,

arbltratlon, and the establishment of superordinate goals. Perhaps

even more important, the implementation of these latter gstrategies
‘is likely to bring forth more rational and fﬁnctional collective -
decisionmaking within the channel.

In order to activate the model of interorganization
management, it is likely that channel leadership will be a
prerequisitef It is even possible that control will need to be
exercised within the system. The only means remaining for achieving
control in oertain‘situations will be vertical integration. There
.are, however, a number of interorganizational programs that can
be enacted prior to actually acquiring a variety of channel institu;_
‘tions and agencies. Such programs (such as franchising and programmed
merchandiéing) cen also be brought. into the discussion. ' | ,f

Gommunication is the vehicle tﬂfough whicp~ohanne1 systems o
are likely to be effectively organized. There 3§e,ghOWever,-problems

f "noise" in communication created by omlss1on\and dlstortlon'of ;
message contents. Some of the primary causes of "noise" are} ' | |
overloaded comminication network capa01ty, the secrecy of 1nformatlon,'ﬁe

-~ N W

the tlmlng of message flows, and perceptual differences between channel

‘members. Several "noise" -reducing techniques are queuing, sequenclag,

bypassing, developing specialized languages, altering technology, S‘

.iqstituting feedback, and repetitiongg%rom an interorganization

management’perspective, there is a strong need to develop "noise'"-free |

data systems that cross the company boundaries. | |
As indicated at the very outset of this analysis, the approach

to the marketplace advocated here is very different from one that

(9) Please refer to Chapter II - XIII.
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might be put forth by a welfare economist who believes that

pure or‘perfect competition among and ﬁithin the various
levels of‘distribution will produce the greatest good for

the greatest, number. Although the latter argument may be

valid, it would be foolish for the manager to ignore reality.
Reality is that organized ‘approaches to the marketplece have

| hlstorlcally been permitted to exist, that such approaches

have been commer01ally successful, and that it is unlikely,

even in the very long run, that anythlng approxlmatlng pure

or perfect competltlon will exist in 1ndustriallzed societies.

Thus, in order to ensure long-term v1ab1llty}\lnterorganlzatlon

. management appears to be important for dlstrlbutlon.channels.

There are, however, conbsraints on the extent of vertical

"collusion" that is possible; innumerable laws restrict certain

channel activities, and also annual contractual agreements
between Geligsim and Hiirdagitim. Thus there is place for further
| dwelling on the subject..

| Last but not least, there has beeﬁ an overview
developed by Kurtulus (1O)whe;e he digpugﬁes'that economic and
functional criteria have been mostly used for evaluation |
purposes., One needs a mofe vaiid and reliable aggregate model
for measuring the effectiveness of the distribution channel.
In any case, it is necessary to view the channel as a systen,
thus more than one effectiveness criterion should be included
in;to the model and, if possible, they should be expressed in

the objective function or functions, not only as constraints.

(10 ) As per open-end interview with Dr .Kemal Kurtulug
on the subject
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At the verbal Stage of a hypethetic. model, it can\be stated that the

model may aim at the minimization of the total distribution costs and o
utilization of the optimum production and distribution capacities as |
economic criterion,-maXimization of market response to the functions
performed by channel members or the optimum allocation of these func-
tions to get the maximum market response as a functional criterion, |
maximization of co-operation or minimization of conflic£ among members
of the channels as a behavioral criterion, maximization of the level
of ser#ice supplied to the consumers, optimization of delivery time
énd maximization of the consumers, optimization of delivery time aﬁd ‘
maximization of the channei;s adaptability. It is possible to add some
other dbjectives such as social considerations, to the model. Ideally

all of these objectives should be trated as objective function or funca_‘:
tions in the model. Limitations on different variables should alsé be
included into the model as constraints.

Financial reétrictions, breék-even points, minimum order
‘quantity, minimum number of salespoint calls, maximum production capacity,w
are the main constraints in such a model.. To develop a mat@ematical %
model of this phenomena, one should determine all of these as explicit, 1
functions. Having specified these functiong Drysdale énd Sendiford, |
(1974) choose an optimization technique, such as mathematical optimiza- -
tion, linear programming, dynamic programming or a satisfying technique
such as simulation and heuristic programming to solve the problem. of
;ourse, the major difficulty is whether all these objectives and cong-
traints satisfy the assumptions of these specific techniques. In other J
words, the question is the following : "Can this problem be solved by
using one 6r more of available techniques "

To solve a problem having more than one objective function
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| by using optimization techgiques, one needs to use multiple objective |
‘optimizatién techniques. However, these techniques are not commonlyl

' known and applied techniques, in the literature, multiple objective
linear programming technique with the help of paraﬁetric programming
‘and game theory, may be a possibility. The problem should be |
reformulated to use a multiple objective 1linear programﬁing technique.-
First of all, all of the objective functions should be ﬁinimizidg of |

maximizing(ll)

o Thus, the objectives mentioned above must be put into

a priority list. From this list minimizing or maximizing objéctivés :
shouid be selected as objectives of the model and the others should be
included in the constraint set. For our problem, at least minimization
"of the total distribution c%sts, minimization of conflict among meﬁbers |

of the channel and minimization of the investment level can be selected

as functibné. Other objectives can be formulated as constraints in the
model. As a result, a mixed objective function can be generated by |
‘utilizidg‘the game theory. Thus, thé'decision maker is allowed td make
his own preference among different objecfives given in the mix objeétive
function. A new solution can also be calculated. Non-linear’functioﬁs
can also be treated in this model by usiné biecé—wise linear brbgrammings
“techniques. Among Optimizationitechniqugs,&ﬁhié technique seems to have
‘é great-promise in measuring the effectiveness of channels of distribu-',‘
tion. Another possibility‘éan bé the gpplication of dynamic programﬁing::f
to the problem. : |
| Besides optimization models, simulatigﬁ ig the most appropriate
technique for the effectiveness measurement as\prgviously mentioned. A |
'detailed, valid and reliable simulation model of dhannels of distribu-
fion, in addition to the existing ones, can be and has been developed

- for the purpose of Geligim. Thus, this summarizes the heuristic

approach in general, under logistic influences.

pview with Ms.Birsen Karpak on the subject.

!

(11) As per unguided inte
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I. PRESENT SITUATION OF SISTHIBU{ION CHANNEL (HUR DAGITIM]) IN TURKEY.
(GELIgiM's PERSPECTIVE)

Hir Dagitim and Gameda are the only two companies, Pesponsiblel
for lOD'percent of the Distribution Channels that are availablexfor
publicatipn industry in Turkey. The mere size of figures, the disper.
sion of scattared end-point-retailers dictate the size and Qrganiza; '
tion of distribution channels. The fact remains that distributionl
channel for periodicals in Turkey reflects almost an 'oligopoly!
-rarely an oligopolistic competition.
| ‘The artery of the channel is daily newspapers and the physicél
vdistribution problem itself dictates £he biggness of the necessary:

. .="‘ ) .
investment for such a distribution system. Th&s,(HUrdaéltlm (Guneg,

Geligim, ﬁericdicals and Encylopedias) H&rriyét\and its aFFiliatedl
daily newspapers, Herglin's periodicals; Girsel, tEncyclopedias] and
Gameda (Cumhuriyet, Milliyét, Tarcuﬁan, Glnaydin, (Newspaper and
their respective affiliates) Karaca‘and.Ceylan periodicals) emerge
as the two 'trusts' of puplication industry.

4 " N

Oddly enough, the wholesalers and retailers in Turkéy are

chosen mainly by the merit of Eredibility and the fFamily rebutation;

I3
— - e !

Thus a closer study of them reveals that most wholesalers remain to
be wholesalers once they are appointed upon request and / or chosen
and asked by Hirdagitim or Bameda, or by both. As revealed by
interviews with related wholesalers and retailers, in most cases,

the 'agencyship' passes down in the family from father to son, for

several generations.

In Hiirdaditim, among wholesalers and Retailers 50 percent of
them havé been in the ‘game' for as way back as Hirdagitim A.S. itself
like:

(12) with. Nihat Aydin, Director of Hiirdagitim.
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40 % of them in the 1a§t 20 years

5 % of them in the last 10 years and,

5 % of them in the last 5 years.

There are about 1 or 2 wholesalers and about 5-10 retaiiers
approved in the last 2 years. The FlUctuations-;n the system are
secludéd to thellowér levels of the distribUiiog\Ehaﬁnel where
Hlrdagitim has neither any information, norxény_control about.

HlUrdagitim also doesn't have any desire to include these 'lr:m«erjleve‘lé.s'=
in its communication channel. The magnitude of this fluctuation runs
to about - 5 %. There is a distinct delegation of authority as far

) i
as this fact is concerned. Thus the leading characteristics of the

channel is itsn'stagnation‘ of imtermediaries and the main reason
For this 'non-fluctuation' is the business ethic of paying the dues
on‘t;he, security of equities put 9p as collateral, general dependsa-,
biiity on the efficiency of perFoEmers, and also the fact that the
authority of 'family clan' is there, if the distribution company
anthorities chooses to‘pull the strings if need be. It is said that’
a siﬁilaf rule of business aeplies also %or Gameda. The éna hesglt
of this picture is the fact that there. is an overlapp of both iholeQ
salers and retailers. In other words, most members of the distﬁibutipn
channel. perform both Fof Hirdaditim and Gameda. The overlappers ére
abgut 62 percent of the channel network. An average retailer in the
network handles 12 déily newspapers and 103 periodicals ranging from
weekly to bi-weekly and monthly periodicals. {magazines and encyclopedie
The average retailar as an organization composes of the follow-
ing five persons;

. 1 owner and manager

Q% As ber interview with Sedat Simavi, jri ;Genel Manager of Hiirriyet
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‘2‘Hesponéible staff that works at nié%t x

1 Accountant and, B - '

1 wWorker.,

Thus, mere physical handling of the publications poses é
severe problem, leave alone the managérial desicions related with - ;
distribution, costs and revenues. The opinion survey'conducted with |
the wholesalers and retailers revealed that the situation at hand
has been a mere marathon against time rather than a business to‘be‘
run with due respect tu the problem allocating enough time and |
energy to every issue that deserves and needs every specific atten-
tion a wholesaler and reéailer can provide.

. The publisher judges the efficiency of distribution systeh
with the percentage that returns as unsold, out of the total Euﬁlica-
tions‘distributed. For HuUrriyet and its affiliated puplicatiohs;
wheh the return rate exceeds 11 pefcent, Hirdagatim has in the East
considered seriously to alter its‘retailer at the point in question.

This continues to be the case at present time, and 2’ultimatoms

were sent out to such retailers, before positive action is taken to
, _ .

replace them with othersg, Y

On the other hand, historical analysis proves that if returné‘
fall to 8 percent of tofél diétribution, it is generally acceptgd
that sfock-out situation is in hand.

The major explanatory factor here is the fact that the mult;p-
licity of end-pciﬁts (somewhere past 40 000, all together) dictate
that scrupulous 'exact! allocation to each and every one of them is
impossible, thus excess in the amount of ten percent of the whole is
and anything below that, dictates stock—outs‘afx

-a minimum spill-over,

some points.
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The mere siza of end points} 40v000, also dictates another
‘interesting phenomena that a mimimum publication of approximétely ‘
40 000 is negessary to enable one publication at each end-poinf ;‘ e
Thus‘any publication below this means that some points will automa-
‘tically be left out and some others will enjoy the privelage of‘ B !
holding more thanm one pér publication in stock, depeading on the, -
desicion maker. As far as stockouts ig concerned, it seems to be a
common experience and Hirdaditim feils to control the situation evenv‘
for its own publications.

This is mainly due to the fact that rational allocation of Iv o

. R r

distribution lots are not rationed wisely and the whole situation

is handled by '"the most practical solution-approach", rather than
by the "most effective" way.
l\Thus it is said in general, Fhe publication reader, especi-

élly the magazine reader, has high brang loyalty and the customef
will 'search' for the stock-out item until he /she fFinds it. SuFFice
it to say'taht encyclopedia partworks demonstrate the utmostpbrandf
loyalty.- .

The cost oF.distribution is set_constant as per yearly agree-
ments, mutually signed by gachAparty before the bégining of the
' year, both by Geligim Holding and Hiirriyet Holding after a series
of longlaéting negotiations.

As per agreement, for the year 1983, Geljgim has agreed to
pay 25 percent commission to Hiirdagaitam for a§éh3periodical sold
throughout the channel. Here, Hirriyet appliéé\?iscriminatory policy

in favor of Geligim, because normally Hirriyet charges 27 percent to

" all of its other clients. The difference comes from the fact that
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total monthly sales volume generated by Geligim's publications runs

an average of 300 Million T.L.; thus the "small Favour"

Out of this 25 percent, five percent remains at Hiirdaditim's

company base, and 20 percent is sent down the channel, where whoieL

salers perform with ten percent selling commision and retailers keep

i

the remaining ten percent. j: ‘

For Geligim AS., Hirdagitim charges ohe-way commisions, that
is to say the unsold returns are not charged a ;ommission. Its other |
clients besides Geligim do not enjoy this privelage either, hence .
another "favour'", In case of daily newspapers, the wholesalers
charge 15 percent commis;ion, and retailers charge eight percent.

The normalbwholesaler size covers the ground for 150-160
retailers, all engaged in the selling activity themselves as well |
as maiority of them being distributiors to other smaller end points .
branching - off.

The payment of publications sola back to Hiirdaditim is comp-
leted within the week after sales, and HUrriyet‘holds a liqyid asset
collateral of 15 day's worth of sales peﬁ retailer and wﬁolesaler,
regardless of the sales volum;. The returns AF unsold portion and
accounts are fFinalized appoximately 20 days after the éale is fFina-
lized, where each level of distribution channel members 'settle
their financial terms with Hirriyet weekly in cash form.

The effect of price change is in general said to have an
invers effect to the quantity sold and generally 15 percent price
rise is the sensititivity echelon where quantity sold tends to dec-

line, but generally recuperating back to its originmal volume sold

after 2-3 months later, provided 'ceterus paribus’ holds and that



There is no change in the quality“of the product.

A privilage that Gelisim enjoys over its competitors is that

it can play sround with its wholesale distribution figures, and éupply‘

, (14) :
the formet rellecting quantities with which Celigim prefers the wholesa~
lers to work with supplying them lists when desling with Gelisim's pub-
lications and disperse to releted retailers. Thus, a great denl of the
plenning activity is carried on by Gelisim, where once the desicion is
made, its irplementetion and related pit¢all§bnéce8sitate due care and
enthusiesm with which lacic deserves, and swi‘tness in action especially
as each Geligim publication has a specific doy in which it has to appéar
in the generesl market resdy to be sold at the kiosks, and five diiferent
publishing houses which it works with, @ll sub-contracted, nemely:
"Hiirriyet Halkala Matbaasa", "Apa O“set", "Misirli Maetbaa", “Caéalo@lul
Katbaasi" and "Bosna-Halkali Matbaasi". The weekly calender beeing:
two days prior to sales date for iémir and Ankara, one day prior to
ssles date for FBursa, three days prior to séles dete for Adana, and
also three days pribr to sale for foreing countries like Western Gefmanj

, v

end Cyprus, one day prior to seles for Tstznbul and the like.

Monthlies are relativel& easier to organize delivery dates for,
since beginning of the month is the deadline, where weeklies are her- |
der, since Nokts is of“ered Tor sale on Sundays, TV guide on :ridays,
Cocukeca on Saturdays, end Fncyclopedin pertworks on lMondays.

The Gelisim distribution trucks eid Hﬁrdaﬁitlm, and teke over

the publications from publishing houses, (the latest one night belore

the delivery scheduled at & PM) and arrange in 100 lot size

(14) Plesse refer to Appendicies.
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bundles ajd ship according to pre-arranged schedule. Lot size may’
go up to 200 in rare publicationslike Erkekge aﬁd the like. Then tﬁe
lots are labeled, written and addressed. Geligim's scheduling and
anlysis of actual distribution and shipment Figures remain tb be
‘workable enly for istanbul, and each wholesaler that the periddicals‘
are shipped to is also given = suggestive tentative distribution’
plan for their retailers and subgroups of retailers to cover Geli-
gim's publications. In case of Tagra where the Eull of sale come
from, the distribution plan is actuslly worked out as a rule-of-
‘thumb game between Hlrdaditim and the wholesalers at stage one,
then at‘stage two the géﬁ% goes ﬁn‘ betweeﬁ wholesalers and retai-
lers, thus down the line. At each stage, the working chart reFlec;
ting percéntages and/or lot sizes to each subsequent groups is a

s

valuable tool to work with and to reflect back upon, after the Pq'-'

s\
’

sults are obtained when the returns materialize. But unfortunately ,

the case is not so and the work-tool is a neglected utophi=a. Refer-

ring to the questions of returns, Geligim's historical anslysis
. N

reveals that an average of 20 percent return rate CFor.unbquht par-
ctory point of operations.

Ll i

tion of total circulation) is a satisfa

Some periodicals do better of course, and somé\sbow a less desihable

' berformance, levelling offA " at the last analysis.

As a careful eye would observe, the whole distribution net-—
work is quite a flexible web, thus accentuate the need for a closer
audit, a continious re-orientation and re-education program for
updating and a closer communication in every direction, both upwards,

sideways and all-over. Still, as the molecular growth of end-point |

retailers would suggest, the end points of the present distribution -,
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system remains to be inconspicious and,non-déq}ared in this huge
o .

-

"melting-pot'.
A, Organizational Chart of Distribution Channels ‘

A closer look at the organization chart of Hlrriyet distribu-

tion company operations, would reveal the wholesaler, and opE;atimg
' (D)

retailer 'web' to look like the distribation chart enclosed. o

This chart reflects the network of information, command, coﬁp-
' ’ . x '
laint, physical and psychological reward systems and the like.

Whereas the physical delivery of goods is concerned, the orga-

nization chart shows a m&re geographical allocation as such:

HUR DAGITIM

2 ¥ T 3 cL
ISTANBUL ANKARA izmin ADANA
- Traéya Samsun (I and II) Mersin,
- Kad;kay (Erenkdy) Erzurum f Tarsus,
- Kibras | Sivas (I and‘II]' Yenice v.s

- F.‘Almanya
- Saudi Arabia
- Auétralié
- Bursa
Boing to the bottbﬁ oF-the ‘melting-pot' the physical alloca—
tion of periodicals reflects a bi-fold selling function;
l- Selling as a result of homefdalivery.by retailers mostly
through 'bakkal's' and kiosks
2- Free Sales; as a result of marketing capability of the
person at the kiosk, and/or 'bakkal.'

(05 As per Appendix C, and Organization chart on next page.



HURDAGITIM

ISTANBUL I¢CI BM

] | |
Rumeli Kadikoy
234 72

wholesalers wholesalers 64

csscedrenrvecnee

4020
reflailers

1679
retiailers

Y

F.Almanya

Kibris T.C.

wholesalers

Jeeososssescersane

ANKARA ICI BM

——

391 wholesalérs

wholesalers

c € e e 9SS SO0 S NS, 0000 n0

retailers.

166 retailers.

e

retailers

L R RN NN NN N RS R N NN Y

end-point-retailers

ADANA I¢I BM

}éZ wholesaler

No retailers

]
MERSIN I¢i BM

LRI N R A A AP A AP A ST Y

No retailers

Cecsesserss e v e

1946 Wholesalers

11 648 retailers

103 wholesalers 198

L A I N I A Y

s s s s s e s easie

]
BURSA BM

izMir BM

|
TASRA BM

156 wholesaler 548
wholesalers wholesalers .
No retailers 1074 4645
retailers retajlers

end-point-—retailers(d<\

é'é 40. 000 end-point retailers. {individuslly operating 'single perscnalities)

ORGANIZATION CHART

iﬁ) tnumbers unknown
PM: Area Managemement

Ofices.
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- B. Information Collection of System Sémples
(16)
Enclosed samples  illustrete the daily, weekly,bx—weekly, and

‘mcnthly perlcdlcal distribution 1nFormat10n Flow as discussed in sec-

 tion A of this paper in (Chapter III,

Be it Seligim distribution center, be it that of Hﬂrdaéltlm,l
?ach day that shipment physically takes place, a set oF.tﬁese‘thoh—
métion lists have to be filled out for each periodical, depending on
“the geégraphical wide-dispersion desired by the désibion-maker.‘
‘ Here, 'wide-distribution' refers to wholesalers that actualiy
sell the periodicals as well as'hamﬂg them down the line to their
affiliated retailers and/o& wholesalers that only handle the pupli—
cations, without selling them themselves. What happens next _belqw‘
that line, the desicion maker has no control over, He knows merely 
that iﬁ ;xists and how many of thém +there are all together "out
thefe"}tﬁat's all. | '

As referred to before, Geligim has'a better grip of the actu-
al situation in istanbul, if not in Ta§ra. .

Here in istanbul Gel;§1m en joys another §r1v1lage oF belng

;

sble to play around with its dlstrlbutlon Flgures, thus has des;g-‘

ned its own information channel-in order to perform efficiently, iF'

not effectively. In this context, we can site the Enclosed Shipment:

195% limited into four geographical areas, namely;
| (1] Cagalodlu - SURICI
(2) Cafaloglu - SURDISI
(3) Karakdy - Sariyer
C4j Kadikdy - Erenkdy
- 8l As per-Appendix'C
a7 As per Appendix E ' ;fv\
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Thus here with this list, all the wholesalers and wholesaler-

retailers are lisfed, in their numerical order within their respec-'
tive territories, with their addresses included.

They are closely scrutinized for their periodic (monthly and |
weeklyj perFormaEEE with each case systematically noted and analysed'
mainly for the performance of their affiliated retaiiers, size o% ,
returns, stockouts, width of item coverage etc. etc. The more‘édcess—
ful and important ones (both wholesale-retailer and retailer) pﬁintéa
out with red dots in the list number and an informal interview-dis-‘
ciussion-is held with them using free, open-end questions with né

: ]
leads, no structure, no pre-designed form etc.

P
7/

(18 As per Appendix D
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C. Systematic Questioning

of the Distribution

The questionnaires, freely used were many-fold.
(1] with HUrdagitim management team
(2) with kiosk owners.

‘ : Questions to the
(3) With wholesaler-owners from the list Distribution Channel

(4) With the customers
(Point-of-purchase research)
(5) with Geligim distribution management. (Checklist)

'

The sample questions that accurred to ?g mind were mostly playé
-] :
'by the Sﬁa except those in the Fifth category, above.

These questions were repeatedly applied, personally by hE‘in'
,diFFerqﬁt seasons, at different points of istanbul, (as addresses ‘
would reveral) at different months of the year, (Fall, Sumexr Winter,
Spring]‘at different weeks ('payroli—weak’, versus last week) at | r
diFFerent days (beginning, mid, end-oé-waek) a?d hours ., (morning,
mid-day, afternoon, and at night) . % [  ’\\>‘ .

They were conducted to giFFerent custogéfﬁ within diSpersed 
ﬁ‘age groups, from different sexes, with giﬁﬁerent mgneﬁary, social,
cultural, educational,'prqfessional and geographical classiFications,‘
aﬁd ﬁualiFications.

The Managers of Geligim and Hlrdagitim mutually agree on a |
goéd many of the problems shared, gquestions answéred, thus grounds ,
covered.

Here, systematic manupulation of results of these question- o

naires are not calculated and analysed 'per se' but results are held

in good reserve for interpretation of outcomes of the model and also

(19 sSystematic evaluation of Answers have hot been compiled.

@0) Questions in Appendix G have been discussed with

the " Holding Managers." ‘ ' ‘ - r
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- for logical assumptions that one had to undertake, with the intepmgtion

bF covering a lot of ground while workigg with the model, the Peéhes—.
sion equation and also simulation. ‘
‘ 2L
A set of questions have been prepared, namely:
1. Questions to the Retailer and Wholesale-Distribators
2. Questions to the‘Distributioﬁ Channel Hespoﬁsible CHUPdaﬁltim)'
. 3. Checklist for Management Regarding Distribution Function
4. Point-of~Purchase Research
vThess questionnaires are neither decisive nor precisive.
‘Their content, coVerage, language; sequence, scope and length of
questlons and their type (mostly open end] is/ haphazardly chosen.

The lists of questions have been compéled in order to facili-

tate a starting point for systematic thinking and/or systematic ques-~ L

tioning of several issues.
They, therefore are to be considered as a starting point
‘stepping-stone; where fFurther detailed, and better systematic

analysing by means of questions can be created and implemenggd with ‘

due arithmatical, and statistical research applied to the answers

? !

'as well as a content analysis. Thus an over-all synthesis could be

pulled out and results could only themn be interalized and implanted ,

into the research,thus attempting to complete the picture.

21 As per Appendix G
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II. READER PROFILES OF GELISIM'S PUBL ICATIONS
A. General Explanation

Geligim has conducted a systematic reader profile research

for each of its publications for every type of its publications..
P

’ / {
(e.i. weakly, monthly) These questions have bgén{degided upon by a3

committee, and the work has been conducted p%étfséionally by 'PIAR?'

N
Company. :

The statistical qualities of the method have mot been challen-

ged scholastically. But technically, the sample size has been checked
out From a text book by Piercy and Evans, (1983) for confidence levels.'

i

Here the sample size judgement can be illustrated as such y
as per an interview with general publishing director of Kadinca |
Ms. Duygu Asena, 55 percent of the magazine market have responded;

the sample size is given by the equation:

Sample Size= P-Q C'l.-a-;...!.uiootios.....c[l)

Sp

“Where, (P) is the estimate of population percentéQEW.fhus,
2 R C
(q) is then egual to (l00-p) ahd (S )] is desired standard error of
p L ‘l ’ ! i
prediction. Then, going back to our analysis to be in the 95 percent
confidence limit, our Standart Error of prediction:is £ 2, '

2 2 o
Thus SP e 24 ' Ooonoovtoooccooooooo000_0.00‘(2)

then, going back to our equation; sample size isj; 55 x 45/4 and tﬁis
rounds Qp to 618 profiles. Looking into our Kadinca profile, we see
967 respondents, thus proof of a good sample size.

Thus results of profiles have been obtained, and demographic
specifications of each of Beligim's publications have been analysed

and listed for further analysis of the picture they reveral.
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It would be preferrable if buyer of eéqﬂ\p;riodicél could be
demographically anaslysed by means oF'monfhly sagéle surveys, at‘eaéh
' distribut;on territory,'For the purpose of spaculating wisely onﬁtﬁe
target‘market size,

The yéarly Turkish Statistics Figures for the whole county‘ 'vi
could then be a good 'pool'&? inFormatiﬁn' to blow up'by means of
market models, and the sample survey results; and extrapolate on th?
potential buyers of each issue per periodical, Thus by utilusing‘
peprceived method of aiming at maximization of exposure to sale, mini-
mization of returns, and maximization of sales, thus ultimately max i-
mization of profits, whenscosts are minimized.

‘However since such specific surveys are monetarily and tecﬁni—
cally beyond the scope of this paper, best use is made of custémef
profiles in order to obtzazin similar demographic information andlfo spe-

culate on target markets per month per periodical, per territory, by

means of some inevitable assumptions..

B. Sample o : .

The sample of a'customer profile' presented asvén'ehclcsure
here in this paper is Kadinca. - e |

éimilarly, all other Geligim publications also have customer
proFilés, conducted annually for them, sometimes monthly. |
The primary objective of these 'profiles' is for use in cbtaininé
advertisements for the publications. "The ultimate reader...........,
]when revealed to the producer, may, seem more tangible thus the ad—‘
vertising agents'use our 'profiles' as a tool in convincing the pro-

‘ducers to decide for advertising to reach the customersluyfreFers,

via the ......." specific Geligim publication(s) he chooses, .

22 as per 1nterview with Ms. Asena and slso with an anyno-
mous reader/commentator. / é ..

S



- III. ‘DETAILS ON THE MARKET MQDEL AND DISTRIBUTION RESEARCH

| The market model can be simpiified as such: quantify of
sales fer month, per periodical per territory of distribution is a
‘functian of prior month's sale of each pericdical at each teritdry‘of
éistriBUtion, a function of distribution figures fer that month per‘
territory, per periedical,‘a»function of education le#ei at that month
at that territory among the targét buyers of each periodical, a -
function of, income level at that month at that territery among the
target buyers of each periodical; a function of sex discriminatien of
the potential buyers of each periodical at each teritory at each month,
a function ef potential buyer density of each periedical, at each
teritory, each month.

This is a 'linear market model, and is the best workable
model that would reflect the present situation because the analysis
covers a period of one year and any model can be safely assumed to
reflect a linear form within such a short—sighted spec trum. The model

could also he formulated in a non-linear form, for a mixed integer

prcgramming course-of-action: however from point of view of workabilitm

. it would rank lower in the desirability 1ist. Such a model might offer

a better 'optimizing' solution, however its usablllty for the desicion-

maker might indeed be minimﬁm, thus a workable, simpler, easier model
has been preferred here in this paper. Further en, a simulation model
has been designed after utilizing the ragression method and applied

to analyse the market, thus aiming at providing the)de31cion—maker

with an interactive desicion making teol which ée\can utilize accordlng

to his preference and satisfaetion limits.

.



The Turkish market is analysed as a potential target for
Geliaim s fourteen publications, challenged by the model, using

Turkish statlstical yearbook. (23)

The Turkish population breakdown for age has been grouped

in five main categories(24)

as logical age group of potehtial buyers
of periedicals. Then, potential population within those five age |
groups have been added to a total.

The reader profiles reveal the characteristics of readers
of each periodical as per age groups of each,

Thus, generalizing with the assumption that each distribution
territory carries same characteristics as the whole of Turkey, the
~reader groups of each peribdical are grouped as subgroups into each '
distribution territory: a total of eight territories all together.’ v
Here,ithe primary most decisive fact about the literate population to

be helpfulkin,categorizihg, is the age composition.

Thus 'age' factor is 1ntegrated into the 'literate population"

‘figures., To illustrate with an example, one first finds out the

| literate population in Turkey which is assumed to be 15 years or olden

and groups into five categories of age: ei: baaing on. the‘réader p:o-“

file, it is revealed that 16 percent of the literates of this age
‘group forms total target market for onyedi. éhus total buyer markets
L of each period1cal is calculated.

Assuming that the population scattering of readers of
pe:iodicals reflect same trends as total Turkish'pOpulation,’then
the target market of each periodical is rationed out to Hiirdazitim

territories according to the same ratios and same fractiohs of total

(23) Year (1980) Here primary decisive fact about the
literate population to be helpful in categoriying
is the age compontion

(24) As per Reader profiles, Appendix F

l



Turkish populatien that paﬁtioularéterritory holds, working out each
‘territory in turn. ‘ |

Here Turkish target buyer population of periodicals is
boiled‘down‘and re-grouped according to territory of coverage of
Hiirdagitim, city by city, using again the customer profiles of
periodicals,'where the ratio of buyers to readers reveals the‘true’
picfure.

, Goographical area coverage. (ﬁm) of each of Hiirdagitim
distribution territory has been calculated(zs)by the same way,oity
‘oy oity,‘also in line with distribution territories of HiirdaZitim.

Then, buyer population density of periodicals for each
3dlstribution territory is calculated by the general fermulation(zs)
‘where buyer density is a function of the buyer population of each
periodical per square klometers per territory %f distribution,
per month. . \\\y

| In other words: it is the literate buyer population of
periodicals per km2 of each Hiirdagitim distribution territory,
‘monthly.handled for each issue of periodical. These target buyér
market population figures, rationed out to territories.of o
disﬁribution are then treated for further analysis like:

| (1) The breakdown of female, and male groups

(2) Breakdown of education groupings of the buyers of

periodicals,

(3) Breakdown of professions of the buyers in order to

reflect their income groupings and related social
status as further qualitative Stratification of the
buyer population of periodicals.(27)

(25) As per Tables Supplied.
(26) Please refer to Tables, supplied in this paper

(27) 1Ivid,
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-~ These analysis o% quantificatioﬁ of the buyers, reflects an
average profile result, taking the mathematical average of the yearly
profile ratios, and applying to each territorf% buyer figure, the
same throughout the country. This assumption is due to lack of . |
further detailed knowledge, thus is the best available at the moment .
Qithout field research and could be said to be representative of the -

- whole target population since answers to the pole' run from lzmir

to Van, from>Mu§ to Edirne. One maaor'assumpiienw&nwever is the

monthly change of these figures, in fact an.gnglysis of this sort

‘has to be carried out for each month, ©but - due to limitations of “1‘
this case, the monthly fluctuations are assumed to be minimum, or
close to 'stagnation'jhowever population education, profession |
income etec., are all based on human beings, thus grthh rate of
figurés has been introduced into the model, here in order to
account for any inter-territory migration of each 'bit' of analysis'v

'to!' and 'from' each other, all the time.

Thus 'time effect' and 'territory effect' are to be '
considered, and incremental analysis is thus introduced as.a further
'zest' to the game. However, further limitations are:at'hand when we
start'ﬁorking with five-year populatién Statistics. Thus theﬁ}taking
the year 1980 we have to break up our information into months‘b&
using 60 'th roots, as there are 60 months, in 5 years, As the base
to 'lean' on, we bring up our figures by three years using: (364k)

. as the formulated rate of up-bringing for any figure of any month
per ?eriodical in 1980, to be brought up to year 1983 as the facﬁ mplles
(12 x 3 = 36 months in three years )R ‘



—_—t T

*'The same logic ﬁés been applied to all supplied data, thus
all monthly figures are derived whenever not supplled. Sales figures
- of prior month, distribution figures of this(@onth also sex,
education, population density, income (social stratification), etc. o

- are all treated with same logic, whenever had to be derived.

Here, seing distribution as a function of sales is not a
‘ 'maljudgement’, it is a necessary and aesired assumption derived
- from previous applied questionnaires, if there has been no periodiéals'
distributed, there would be no sales, on the other hand, if there are
| no sales, then there are no periodicals to be distributed alse.
A typical chicken-and-egg *position, ‘ [
If quantity distributed, reflects a 'good', a 'significént‘

parametef, this would mean that distribution is one of the better :
explaining factors of sales quantity. | |

' The inevitable, but re-occurring question is whether a11
these variables interact in a non~linear form, and/or whether they
- show any re-adjustment, any 'solidarity' of market to figures.
a solidity of analysis against further interrogatlons.‘ Thus further

extrapolation reveal that multi-object observations could also be.

P

expected, |
The concern here with developing models of the market as

' decisions

a focus for making distribution/and design of the marketing mix:
'place' being one very important 'P' the marketing mix., The term.
'model' is used here to indicate not simply the mathematical |
simulation of a market based on management science, but also the
‘use 6f marketing research data to describe and analize markets.

Modelling can be (a) descriptive-describing the phenomenon and

-1ts parameters, such as market size and shares: (v)predictive-having |



some ability to forecast %hat might happen in different circumstanées;

like sales forecasts; and (¢) normative-suggesting what should be, in:
optimal circumstances—fqr instance optimising the éllocation of |
publication distribution between territories. »

In this present context, the concern is primarily with
descriptive models on the grounds of practical use and the more .
'eommen‘applicafion of prescriptive models rather than complex normative
methods. The main components of distribution analysis can be summgrised g
as focusing on (a) a merket's requirements, (b) the actions tagen by

others in the field and (c) market size.

Market Size and Share: ®

A starting point is to identify the size of the market as a base for

marketing planning, distribution scheduling, and ferecasting sales.

* Market size dimensions include numbers of customers, the volume.

of periodicals consumed and its finamecial value, although there may
also Be a reservoir of potential buyer-readers to be tapped by greatex
and/or ﬁore effective distribution effort. There are, therefore, twe
sides to the market size question: first, what is happening in terms
of total distribution, and secondly, what could happen if current
non-costumers were or could be converted, “Feached! .
Distribution research in general can be divided into twe broad
| categories: first,research that publishers require in order to studﬁ
their distribution channels: and secend,.research;that distributors
carry‘qut (or‘commission) to study their own operationms.

In the latter category, many of the applications of research
in this context have already been discussed, géiéexgmple, in tetms‘

of market‘size, distribution, evaluation of ﬁéturns etc,

S
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Management Science Models:

'In addition to the tjpes of model discussed earlier, there are deter-
ministic‘models, that is; those involving the use of calculable mathe-
maticél‘reiationship, as well as some that are based on the laws éf
probability known as stochastic models.

| One fundamental model discusses organisational'objecti#es:
'and their relationship with marketing (especially distribution and
pricing). As to manegerial desicons; the sales maximising modei of
Baumol and Blinder, (1982) is a compromise between economists'
theeretical profit maximising approach and the real world. Profit
is made where total revenue exceeds total cost, and although maximum
profit is made where revenue exceeds costs by the greatest amount
| (by definition), the compromise position is likely to be where
acceptéblé profits are returned and, subject to this, sales |
Imaximiséd; Prige,is calculated by diniding revenue by output.
although marketers would argue that price would help‘determine‘oufput.

Kotler's, (1971) optimising technique as discussed in chapter

I of this paper, is linear programming wniéh haé been appliea tg
areas like distribution SOheduiing, and,gpt%miéing the marketing mix.
However many more donstraints and hence th:;e igAa source of
weakness of the model. | 45 I
| Many marketing programmes require all d\grees of schedullng
‘and planning; a technique that can help (for example, in planning
new distributlon of new products developed) is network analysis,
By eomparlng each possible route,through the series of tasls with the
time required for each phase (as shown by the horizontal axis) the

shortest lead time to sales can be identified ,7 - Such a proceduré
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therefore employs the critical path me thod.,

In fact, Montgomery and Urban, (1969) attempt to use
marketing and distribution research data to build management
science models. Many further studies attemp to demonstrate the
application of marketing research to the decisions involved in
analysing markets and developing the marketing prograﬁ, moving
from the development of descriptive and predictive models |
towardsithe'optimising and stochastic models associated with
managemenfiscience. The objective here is not to catalogue all
‘such'applications and models but to illustrate one posible way
to make the use of marketing and distribution information in this

area,
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IV. ANALYSING THE MARKET MODEL IN LINE WITH PRESENT DISTRIBUTION SITUATION.
‘ : ' . |
Ao, Description of the Objectives (Maximization of
| profit by way of: minimization of returns,
maximization of exposure to sale with minimum4
distribution costs, and maximization of sales)

Formulation follows; o
Tn % .II-i ..QQ......I.007000000000000000l..........‘..‘.(-B)
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: i i i i i ii ‘ :

FC 1=Wi<FC .'.Q.O'...‘.Q...Q..t.‘0..."..0."0.......0........(5)

81 Qi | | | | ;

W l: - ocotoo.oo-ooooooooooooooooooo.oo.oooooooooooooooo'oo(6>

1& - ) o

Q-_- = 1 Q i .OOQO...O.QO'..CQ;‘ooooooo_oi;/oo(io_‘o\.oo000.-00-00000‘0(7)“‘
i= A

: . < N

G i Oi." Ri .;.'....0...."......‘....'\\\.......‘Q......'..‘.‘...(S)
Tri=9i Pi- @i [Fei + vei] - Ri [Fei + veil + SiRi 4 Adv.......(9)
TL i=0i Pi-[Foi + ved [91 4 RI] + SIRL 4 AdV ieeiiiiiiiin. (10)

where, T II = Total profit : ‘ |
IT = Profit offi' th periodlcal ‘ C
= Quantity of net sales for 'i' th periodical L |
P = Price of 'i'! th periodical B -
FC = Fixed cost of periodical 'i! B
VC = Variable cost of !'i' th periodical
R ::Réturns of 'i' th periodical
S =Scrap value of 'i' thsperiodical
W =Weight of 'i' th periodical in
| (1) Scrap value proportionate to total scrap
(2) Net Salés proportionate to total sales
(3) Fixed costs proportionate to total fixéd
costs, 8
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Q = Tota;’Net Quantity Sold

Gi Gross Sales of 'i' th periodical

Adv= Advertising Revenue ' . |
Thus, in short;

‘Total profit = Net Revenue - (Cost x Gross Sales}#Scraﬁ

Value +-Advertlsing Revenue

Here, in our model fixed costs are not revealed variable costs,
rather costs per unit of our periodical, reflects the fixed costs,appxopri-
étely rationed, per periodical, per month. | |

| Moreover,escrap value of the periodicals are ' +twofold;
- 1. Encyclopedias are re-grouped and binded, thus made reédy
for door-to~door sales
- 2. Other periodicals are re-cycled inte the system‘as scrap énd

raw material for further new issues,

‘However, as our simulation model will reveal, periodicals not
only in Geligim, but everwhere in Turkey and not only in Turkey,

everywhere in the world, are almost always at break-even points or

below break-even, and the 'new blood"'frésh money' comes fiom

é

advertisements,
~(28)- |
In our interaxlve model however, scrap value and advertisementl
revenue ére left out assumeéd to be '0'; prices are assumed to be constant
throughout the year as per company policy. There ?as been rare occasions‘-
however, where prices have been slighty fluctu?ting within the year due
to high costs. Thus in case of any such situatish, the effect have to be]
isolated, A1l these are beyond the scope of this analysis, thus are

grounds fur further research.

€28) Where Managers intereact with the model to reach
Statisfying ends, "
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V. DETAIIED EXPIANATION OF THE PROGRAMS

A, Description of the Regression, Projection and Simulation
Models Used. ‘ ‘

The indices if our model are threefold, i,j,k, where 'i'
denotes the periodicals 'j’~ deno tes térritories of distribution,and
'k' denotes period; 'monthéf to be exact.
In our linear model, the main variables that effect outcome are roughly:
1. Quantity of 'i' th periocdical at teritory'j' sold at
period (k-1) |
2. Quantity of 'i' th periodical distributed at period (k) at
territory jJ
3. Density of literate buyer population of 'i' th periodical
at period 'k', at teritory 'j', and o
4, The following qualitative factors of buyer groups of
| periodicals, namely;
a., The 'sex' discrimination situation of the 'buyer"of
the 'i' th periodical at.gerigé'?kf\at te;ritbry e
b. 'Education' dipcrimination sﬂ;uatioﬁ of the 'buyer'’
of the 'i' th periodical,-at ;;}ied 'kx' at territory
ljl - |
¢c. 'Profession' discrimination situation of the 'buyer® | |
of the 'i' th periodical, at period 'k' at territory
!jl k, | I
Let it suffice to say that the qualitative factors of buyer

“groups of periodicals have their relative subgroupings as such:
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| N .
(a) Sex has two components

- (1) Male buyer group
(2) Female buyer group

(b) ZEducation factor can be summarized in four
sub-groupings.

(1) Primary school.
(2) Orta Schoél

(3) Lycée

(4) University

(e) Profession also has six sub-categories as such:
Students; workers, :entrepreneurs and businessmen;
technicians; Craftsmen ahd tradesgeq;>Employeeé and
the Retired; last but not leastgﬁ;hé\Heuse—wivesl
Thué the simple market model of feg? variables,
suddenly blows its dimensions to 15Yvariables all |
together; Thus, when we think of the mathematical and |
statistical limits of size of figures, our matrix size -
emerges teuigelude;14¢perio&feals; 8 terriforieé and |
12 months thus dotaling up to }344 points within the |

matrix,
14X 8X 125 1344 eceveeeenceass o0 (11)
When the regression equation is run for each periodical |
§eperate1y, we obtain the parameters of independent variables that
attempt to explain the depéndent variable. Thus after statistical
aptitude of the analysis is satisfied, then we use the same paramefprs

and tend to extrapolate into the future by means of regression



pro jection program when monthly pianned—distribution figures of
teach‘periedical, for each territory are feeded into the system,
and the outcome can be tested against the true situation as |
| time pésses, and/ each montﬂs actual sales figures materialize,
An interactive simulation program is also designed teo
aid the desicion-maker for deciding on the most satisfying:

3]
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'distribution quantities and selling periodicab% ?ttaining the desired

{ relative profits per teritory per month.

l, Description of the Indicies:

The indices used can be explained as follows;

1 :
i: 2 :
iz 3 :
i: 4
i:5
it 6
i: 7
i: 8
i: 9
i:10 :
i:11
i:12 :
1:13
i:14

' b
i: periodicals

Toplum Insanlar

Erkekce
Onyedi
Kadinca
Orgii
Bilim D.
Elegtiri
Nokta
Sara Dizi
Beyaz Digzi
Atlaslar
Cografya
Evimiz

s Hayvanlar

[ \
L

N\

~
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o oo ) s ee .o ) . .o ' oo

*e

J' s+ Territory

" Trakya

Kadikty
Adana
Ankara
Teel
Bursa
Izmir

Tagra

k ’: Month
Ocak
Subat
Mart
Nisan
Mayis
Haziran
Temmuz
Agustos
Eylil
Ekin
Kasam

Arallk
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‘ Inqependent variables (15 all together)

Prior quantity sold

Distribution quantity

Buying population density in the area

Education Status

E 1 : Primary School

E 2 : Intermediare

E3

High School

E 4 : University

Male population

Female population

Income Groups denoted by deénoted by different

Profession groups

- Q

W
7
5
MM

.8

o

.
°

Students

Workers, entrepreneurs, businessmen
Technicians . |
Craftsmen, tradesmen s
Employees, Retired -men

Housewives.
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2. Description of the Variables |

(a) Controllable variables,

The Distribution quantity of each periodical
tit, at each teritory 'j' for each month 'k"
is one of the leading controllable variables, .
and the second controllable variable 'price'“
is assumed to be constant for the analysis
year, thus, it does not appear in the regfese'

sion analysis,

(b) Non~-controllable variables,

As stated above sex, population density, education
[
and, profession, are incorporated into the analysis

with growth formula in order to generate the
individual figures for each time period 'k', from 1980

five year statistics; to-make them compatible'on

'monthly' basis; as follows:

. 1/60 -
A Pij; ( PiJ'SO "'1 ..........-........-..-..-(-....(12)‘

P1i3"75 . . o,

: S 60 . 1 : s
A Elij:\ EL133'80 © L1 iiiiiiiieiiiiieeeeee e (13
| E1ij'?75 e

6 E2 ij '80 @ o .............e.;.(ia)J

— l ..!i'.o‘l;‘_‘;"o}o.o

 E2 ij '75 | [

*U%5 33 80" 1 .......:T?x.................;..(15)
E3 ij '75 .

A E2ij=

N

<3

A E3ij-

<&

60 T \
A El-l-ij E’+ lJ‘ 80 - 1 0?0'0"00..0..0-0c‘coooooooooooo-(ls)

EL 13175 .

1

Y

1 |
! -iJ 80 i - l .ooooto.oooo.o'o....'""”"'.'(17)

A M1ij

11
[@2
<3
=z =

L 13'75



N

N
(@

A Fi3_\ [Fij 's0 -1
F ij '715

N
o

A0 i3= 0 1] 80 o1
| 0 1j 75

W ij 80
W ij 75

A Wij=

s

INETE QTiJ 80 -1
| T iy 75

-]

S ij 80
513 75

i
/0\
< QO

!

-

A Sij -

60|

A MMiY = \MMigso -1

MMij 75

A Hij - 6\OHi;jao -1
Hij 75

?

®® 0000000200006 000000000 (18)

00.........‘....‘.00‘00'(19)

060G OCOPPIOEOGQOEOIOOIOSROIPIOSEIPOOTOE (20>

ceessessssesesssssssses (21)

R P P €3 )

® 8 O 006000000 sCO60Pe e (25)
:_,/"/

( N

o-oo-oo>¥{:oooooocoooo (24);

Then trying to 1nclude these 1ncrementa1 figures in the
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model introduc1ng the 'k! dimension to these varlables however infinl- ‘

tessimal they may seem, the growth formulas have been used as follows;

364k
P ijk (14APij) 4 Pij (1980)

Eliak (1+AE11315¢E113 (1980) .

: 364k

E21jk (142E2i3 ) #BE2ij (1980)
364k

E3ijk (142E313) #B3ij (1980)

f.ocoooo.ooo.ooooec (25)
e 0P 000800000000 (26)
0000 e0s000ss000000e (27)

® 000 6000000000000 (28)
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64X -
kE4ijk (1 +AE413)3 i B4ij (1980) ceveeseeccesee oo (29)
+ §6+k : -
Mijk=(1 MMij %  MiJ  (1980) eeveececcesseecss (30)
-* 364k .
Fijk<(L $AFiJ )X P13  (1980) seeeevscocccccees (31)
| | 364k \ ,
Q i:)k (142043 )% Q13 (1980) vveerereeenennens (32)
364k ,

Wik _ (1 $aWij ) X Wiy (1980) ceeecerncececonss (33)

*x - 364k | .

Tidk=(1 $AT55 ) % D43 (1980) eeeevererccccaces (34)

* 364k, VAR

S 1;11::(1 +4513 ) & 855 (1980) seeedereerennanns (35)
364k |

Mijk-—(l+ Amzij ) X Mij (1980) Ssceesnecsaceosace (36) .

36;k

H i;]k:(‘l +AH, 5 Hij  (1980) eeeeececccccecees (37)

- Here, though incrementai changes in the independent variableé
;eflect seemingly ‘'constant' figures, in fact they may be slightly
| changing within certain limits. dn fact, 'People’! are not 'constant';
‘time is not 'conmstant' ., Thus as all the ‘abeve mentioned variables
dxerlap‘territories and/or seasons; a 'territory"and 'seasonalitj'
factor have been introduced as (tijk) and (sijk). Their main
- contribution statistically is due to the fact that if all our
figures were assumed to be random factoré, then error terms,would

be in play, and introducing seasonality and territory factors,
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H .
though they are gssumed to be uniform throughout months and territories
at cross—sectional analysis at one period of time, whould counterpart

any statistical bias.

Thus, generally speaking, for all quantlty of sales at
)
period 'k' and also for period 1%x-1' for ea%P territory and periodical,

we introduce territory and seasonality factors) and take averages in

order to use a considerably unbiased factor throughout the year,
throughout all territories. .
| Thus since sample size (n=12) is not‘enough‘for a healthy
regression run for varialhle size of 15; in order to increase samp;e’
size to n=96, analysis of figures is conducted ih all eight territoriés‘
1,.simu1taneously at once ; regardless of the territory. o o
To make figures of different territories compatible with each other,"
regional factor (tij) is introduced as tijk Q ik ‘_x 8 .;......(38)
2013k

J=1 :
and used a yearly average (tiak) Yo simplify calculations with the

inevitable nonsequential random input data révealed by the formula;

12 .
=0Q; 5% S | e
tQik kﬂl ....O0..'Q:’O.V?:'O.O..‘..0....’..0‘...0.‘.‘..'|(39)

12
since the only data obtainable was for one year, to increase number of
sample size, one derives monthly figure and work them from there on,
Similariy to treat monthly fluctuatioﬁs, we have introduced the

seasonality factor as:
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/.f
A
) | . ( »
a  jx ~
o | |
ijk - 12 X12 @o 00000000 c00000000e0OS (40)
S ' i
Q4%
k-1

1

and to cope with nonsequential input data, average siasonality factor

has been used as;

8

= 8
-Q ) Qijk
?ij 'z J=1

teeescecnnsssncescesses  (41) ,

8 | (

The average seasonality and territorial factors as defined above have,

been calcula‘lgz’g;é., for ( Q =sales,) (D =Distribution,) (R= Last month's

sales respectively. Thus;;

R ' R - D ; —_— D

13 R % i ; 8 13 and ‘ % 13 are derived;
. . Dijk | . . I
ijk - X 12 s eceesceseecevercose (42)
12 | A |
= Dijk
k=1
S
ED =S Dljk |
i ij - 331 O 9 O OO GO LSOO O OB OGS IGSTES (43)
8
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tDijk - xa 000000000000 000008000 (44)

t ik =k= LK 2 BK B BK BE BN R WP B Y BN B B BN BN B RN I N ‘ (45) |

R R ijk

xlz L 2K 2K BN BN L BN BB B Y B BN B 2 BU BN B I B N ) (46)

w
| uadi
e

oy

i

12

k=1

- R c
Bij .:L~='F ijk

ceseeessessanssanasonns (47)

R R )
s ijk . . .
tige _ 1 x 8 =T . (48)

& 88 0000000008008 DOSSDS

= Ry

e

12 /o

tik —— k'=1 ' -ocaoonloo;ooooooao‘ooio\o (49)
12 \ |
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Thus modified Q, D and R are redefined § , D and

~ ‘
R after treated with respective average factors. (Rygpc= Qgp-1)

6 Q ijk
lJ‘-jk : ‘ : ........‘.'.......0.....‘.. (50)
, -0 = Q
4 S
ik 1]
| A D ijk
Di:jk - = = . ooooooo-.ooooooo‘ooo‘ooooooo (51)
t % 5 ®
ik i]
A "R ’
ijk
Rijk :" oooo_oéaoo'oooooooo.o.a-.op. (52)
‘ - R ¥ R
t S
o ik i)
e L

Thus sales, distribution and last month's sale figures is obtained

in a usable form for the regression model, Other variables in the

regression model are grouped .in four variable groups
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because leaving them sprehd-out to a total of 15 veriables with
. subgroupings of 'sex', profession and education' maingroups have

- literally upset the matrix inversion table by two reasons (1)

~incremental changes are infinitessimal (2) Percentage use in
derivation of sub-groups from profiles have built in a 'total .of
100 percent' bias factor. Thus unless figures with individual base
have been introduced, one better leaves global qualitative factors
~in the equation such as: :

Population Density, (P)

Education, (E)
Sex, (S) and
Profession (P)

 Here population density have been included instead of population
lfigures because population density is more explanatory for the
distribution‘effectivenesg. (Increasing sales at one point)

-~ Education being the leading explanatory factor for the quality of

reader, is subgrouped in four masjor groups as per graduation, namely
E1: Prlmary, E 2 : Intermediary, E 3. : High/ schools, E 4:University.
'Sex is a major variable to look into because(the 14 periodicals have’
-speclal sex targets. Last but no least Profession is a major 1ndlcat1ng
fcrlterla for social stratification and oddly enough, for income group-
- ing here we must admit that we had to obey the grouping of the analysis
of D,I.E. in order to be able to blow up our sale into national grounds
Thus: O:Students, W=Workers, TzTechnicians, SzFree-lance workers,
MM:Current and retired employees, H:Housewives as disguiSéd workers.
Periodical, territorial and monthly derivation of figures for'theée
variables have been obtained. ' '

Thus our equation.55, for our model is converted into:

Oi s =a ¢ a,. R D P, ¥
Qg™ ot 810 Bige * % Pk Y83 Figx

- 5 * k
+ 8 Eysyp t8 Byt % Ezix
| * x *«
*8 Eygetaglige v % Fage oL L.
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i

eesescssesccse ¥ alo d* 4+ a wﬂr“* a T*. esevcsossece
‘ 13 11 i3k 12 ik
sesssccescvrsess + A S*l 4+ a MM* 4+ a H* sescevsessscse (53)'

13 ijk 14 ijk 15 ijk

~ Due to the fact that summation of El} E2%5E3+ E4= M+F holdS‘true~and

also because of use of percentages in derivation;

| M+F=04 +T4+S+H+M  ...ooiveenee (54)
 'also,and this causes degrees of fredom problem and since monthy variation
in the E's are not sufficient to run a regress%éh,@ug one has to join
"B{, Bp ,E5 ,EB4,F ,M , D ,T ,W ,[S,M, H asa simple
'varlable, and when seperate base figures are obtained, we trace the
"formula back. When we start from the orijinal formula: |

Qijké ae‘f al Qij(k-l)* 82 Dijkf a3 oooooO{rooooiooooooooac

* a4 (B

.......‘Pijk )* as (M

1ijk?' %Ejk* EaiikE4§dk ijk* Eijk)‘....

ooo;ooa ' 0 T S . MM H scececve J,
| + 3 ( i Vigt Tiget gt agc ijk) | (55)

Then as the percentages add up to total of 100%,thus 1; then\lboée
ends meet, and we derive:

El + 32 + E3 * E4 =M+ F=04+W+Te+S+M¢H .........»-(56) :

These can all be denoted by a capital' E/: and. a4—a47a5

o

!

Thus (a4 t 35t ag ) E stand out, and eguatitn 53 is re-written as;

aijk= ao % al Rijk* 82 I&jk* 33 Pijkf 34 EA. ¢ ¢ o e o & (57)‘
and used in the regression model of this paper. Here one has to bring

up one very important factor.

Due to the fact that we used consumer profiles to create our
input data for our regression analysis, we have used the percentage
figures of our profiles as the 'eriterion' and these percentages are

assumed the be the same percentages both for all territories, and for .
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all the months. Moreover, since the bas1c buyer-reader population is
the same basic number for all the qualitative/ faétors, to use the
!percentages to arrive at the derived figures for Aualitatlve factors,
;thelr summation is the same when added, were 1t 1s possible to obtain Vi
independent variables 1nstead of u81ng percentages, no such
'precaution' could be necessary, and free-run of regression could‘

work as well freely and better estimation capacity as well aS'defailed'
‘analysis would be obtained since more parameters would be involved
Iwith more independent variables.} |

| An example of thﬁvterritory (t) end seasonal (s) factors
' can be illnstrated here by means of Tabla (A), Table (2) and Table(3)

and the tables will prove to be self-explanatory upon 1nspection (29)

(29) Please refer to Tables of Factor Testing (4,2,3)
enclosed (Table XIII)



3. Extrapolating on thé Technical Statictical
Qualities of the Models

Regression analysis is a statictical techniqué used
to discover the apparent dependence of one variable upon one
or more other variables. It is thus applicable to tﬁe prob-
lem of deterhining the coefficients of the function in ana-
lysis since these express the influence of the independent
variabléS“upon the sales of a product. When only the sta-
tistical relationship between variables is studied, regression {
analysis is applied to s{tuations in which the influence qf B
- more than one independent variables is studied. For regression
analysis we require a number of sets of observations, each
consis%ing of the value of the depgndent variable Y plus the
correséonding values of the indepehdent variables Xi‘ The
technique‘of correlation or regresSion analysis allows con-
clusions to be dravn from the pattern that emerges in the ,

relationship between these pairs or sets of observations.

Regression analysis can be applied to either time- '
series or cross-section date. Time-series analyéis uses
the pairs or sets of observations that have been recorded
over time in a particular situation. For example, monthly
| price and sales levels of a produét in a particular firm may
have been collected for the past six or twelve months. A prob-

lem with time-series analysis, as indicated earlier, is that

7
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some of the uncontrollable factors that influence sales tend

to change over time, and hence some of the differences in the

sales observations will be due to these influences rather fhan |

resulting from say changes in the price level. If the changeé

in the uncontrollable variables are observable and measurable,"

. we may include these variables as explanatory variables in the'

regression analysis. Actions of competitors and changing con-
sumer income levels, for example, should be (either directly
or by use of a suitable proxy vériable) incorporated into the
analysis, if they could he readily quantified. |
Changing taste and preference patterns, on the other
hand, are difficult to observe and measure, since they are
likely‘to change relatiﬁely slowly over time. Using time as
an explanatory variable in the regression analysis will pick
" up the influence of all factors (not otherwise included in
the analysis) that tend to change over the period. The re-
sulting trend factor may then be eXtrapolated into future '
periods as a proxy for changing consumer tastes and whatever
other faétors may be changing over time.™ .
Cross-section analysis uses the sets sor, pairs of
observétions from different territories in. Fhe séﬁe business

environment at the same point or period of é\me. Hence cross-.

gsection analysis largely eliminates the problem of uncontrol-

lable variables that change over time, but it introduces other
factors that may differ between and among territories at a

particular point of time. If factors such as the effectiveness

161
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of sales personnel,\cash—flow position; level of promotiondl_
activity, and objeétives of management differ among territories,
they should be expected to have differing impacts on the sales |
- level Again, if these factors can be quantified and data obta-

ined, then they may be entered into the regression analy31s to

determlne their impact upon the dependent variables.

vHaving hypothesized that Y is a function of X or severa;‘

| X variables and having collected data on the variables, one

then specifies the form of the dependence of Y upon the X varia-

‘bles. Regression analysis requlres that the dependence be ex-

pressed in the linear form

| | Y-_:a-f'lel-f BgXa'f.oo"‘Ban"‘e S0 ss0ssss0vcnsrss0esscne (58)/
- where the (e) term is added to represent the error or residual<3o)
value that will ariee as the differtnce between the actual

/

value of each Y that has been observed in association with

| N

each set of X vaiues, and the estimated vald%\pf each Y that

1 the above regress1on equatlon would associate w1th the set ’
of X values. For individual observations one should expect
either a positive or a negative residgal term,‘due to the

influence of random variations or unspecified influences on

' the variable Y. In aggregate, however, one -expects the resés
.duals to occur randomly, be normally distributed, have cons=-

tant variance, and have an expected vélue of zero. When the

pattérn of residuals does not conform to these restrictions ’ !

' several problems arise. -

(30) Hére, no residual is added to the formula, left
for frial in a further study.
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’Although the,regression equation”must be of the linear
form, the hypothesized relationship between the Y and X values
need not be linear. Nonlinear forms such as exponential,
h&perbolic; and power functions may be used for further
analysis, 1f these best fit the data, since these forms may
be converted to linear form by logarihmic transformation.

The most cemmonly used nonlinear form is the power function,
such as |

Z aG'B1H2 'oooo.oocnooeooooooc-~..0'.?.'.onoo (59)

where G and H are 1ndepende%t variables, and &\ie the error
term, and these have negative deviations of 31m11ar magnitude
when these residuals are summed.

Since computer programs (and pre—programmed Oor program-
mable nand calculators) for obtaininé cerrelation and regres-—
sion equations are becoming more readily'available, and since
the theary underlying regression analysis is typically covered:

elsewhere this paper shall not go too deeply into the theory

or calculation of regres51on equatlons. ' ]

P 4

‘How well does this equation explain the relationship
between sales and distribution, and/or last month's sales?
Could we confidently use this equation to predict what sales
would be at certain distribution levels; at certain p0pulation'
qualification limits ? We use the "coefficient of determina -

tion".to express the degree of accuracy with whickh the line

of best fit corresponds to the actual observations.
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If for example R = 0,90 then, it demonstrates that the coef-

ficlent of determination is equal to the proportion of the

. variation in Y that is explained by the varlation in X. Thus.

we are able to say that slightly more than 90 percent of the

variation in the sales observations was due to the influenoe

‘of the dlfferences in the dlstrlbutlon. The regainlng unex-—

plalned variance is due to some other 1nflqgnce\on sales.

This remaining varlability could be due to &\Tferences in
promotional act1v1ty, consumer incomes, consumer tastes, or

 other factors that may d}ffer between points of distribution.

Standard Error of Estimate. A high R2 value alone’

does not necessarily mean that the regression equation can be

used confidently for prediction purposes. Most computer re-

' . gression programs include as standard output several other

statistics which allow the decision maker to evaluate the
confidence that may be placed upon certain predictions. The'
first of these is the standard error of estimate, which shows
the rango witﬁin which wo can predict the value of the dep-
endeht variable and allows us to attaeh-§xobabilities to the'

~occurrence of the dependent variable within certain parts of

this range. Using the properties of a normal distribution,

and assuning the error terms are normally distributed about

the estimated values; we can say that there is a 68 percent

probability that actual observations of the dependent variable

will lie within the range given by the estimated value plus

or minus one standard error of the estimate. Furthermore,

t
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'there is a 95 percent probability that the future observations
will lie within plus or minus two standard errors of its
predicted value, and a 99 percent probability that the observed
value will 11e w1th1n plus or minus three standard)errors of
'the estimated value. Thus, if the standard errox\ef the
estimate is relatively small, we can have greater'eonfidence
in predicting future values of the dependent variable on the o
basis of the regression equation.. o

By adding and subtracting the standard error from the
estimated value of Y for each value of X, we establish a band
within which we can expect the value of Y to fall for a part- o
icular value of X. A broader band is established when we add oy
or subtact two standard errors of the estimate, and as noted
' 'above the probability is raised to 95 percent that the actual
will lie within this bend. The latter band is perhaps the most , '
widely used in decision making, and it establishes what are
known as the upper and lower 95 percent confldence limits._That
is, we can be 95 percent confide;t that the best and worst outcomes
associated with the particular value of the independent varable
will be no further than the llmits of the band.

The standard error of the coefficient provides a measure
'of the confidence we can place in the coefficient‘of each inde~
"pendent‘variable. Again using the features of a normal dis—
tribution,‘we can say that there is a 68 percet probability

that the true coefficient will lie in the interval of the



Qpbefficient; a 95 percent probability that the tfue coefficient
‘will lie in the interval given by the estimated coefficient
- plus or minus two standard errors of the coeffiéient; and 99
‘percent probability that the actual relationshi? will be within
plus or minus thpee standard errors of the coefficient of the
estimated marginal relatioﬁéhip. Clearly, the smaller the
étandard error of the coefficient, the greatér the confidence
‘we canvput in the regression coefficients generatéd by the
data as being reliable indicators of the true marginél rela-
tionships between the Xi‘ yalues and the Y valuew

A simple rule of thumb to test for confidence in the
‘regression coefficient is to take twice the value of the stan-
' dard error of the coeficient and compare this with the éstimatedl
regression coefficient. If the regression coefficient exceeds
twice its standard error, we can be 95 percent confident that
the estimated coefficient does show the true marginal rela-
tionship. Alternatively, if the regressionﬁprogram generatps'(jl) :
ngo stétistics for each independent variable, we would require
that the t value exceeds 2, since the t-statistic is calculated
as the correlation (or reg:ession) coefficient divided by its
standard grror adjusted for the degrees of freedom,

The foregoing discussion in the context of bi-variate
éorrelation analysis applies "mutatis-mutandis" to the multi-~
variate regression analysis. The formulas for calculating the

" regression parameters and the coefficient of determination

for multivariable situations are not given here. The calcula-

l/.. ’ !
|
€

(31) Please note the 't' statistics of the a&f?u%s.

\\
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‘tions become increasingly more complex and time consuming as S
the number of variables is increased and are thus a problem B
'idealiy sulted to computer solution. The wide availability
6f computer programs for regression analysis means that es-
sentially‘We only need to‘know how to enter the data and
interpfét the results rather than to enter the data aﬁd
‘1nterpret the results rather than to know the mechanistic
‘processes of obtaining the results.

Understanding how to enter the data and how to
interpret the results nevertheless requiies a solid app-
reciation of the major proglem areas likely to be encouni-
‘fered in regression analysis. If one more of these problems
do arisq,'the mechanistic regression analysis will still
tufn out regression parameters and statistics, but these
‘results may well be serupulousw'and fherefore give misleading
explanatioﬁs and poor predictions. Green and Tull, (1974) say
that fhevcdmputer acts in good faith, presyming_that the B
fesearcher‘knows what he or she is doing. |

Specification Errors. The first pnlace to create un-

' reliability in the results is in the specification of the
relationship that is hypothesized to exist between the de-
pendent varisble and the independent variable(s). Two main

types of problem occur under this heading: firé% %here is

the mlsspec1f1cat10n of the functional form oé\ghe relatlonshlp,,

;and second there is the omission of 1mportant 1ndependent

variables. We noted above that the regression equation must



&

i

be’calculated in lipear form, but that this could be achieved
for nonlinear relationships by logarithmic transformation of .
the function to linear form. The first specification error

is to specify the relationship as being linear when in fadt
it is nonlinear of some form, or vice versa. How do we know
‘which functionel form is the "true"‘relationship ? we find
.which fﬁnctional form "best fits" the data, by comparing the
‘coefficienf of determination R2 for various functional forms.
By running the data in both the linear form and, for example,

2 statictics can be compared to determine

the power form of the R
which fuhctional form best explains the variance in the depen-
‘dént variable. For bi-variate correlation analysis, of course,
a simple ‘plot of the Y values against the X values should allow
‘a’'visual assurance that the relationship is either linear or
nonlinear.
| Omission of important explanatory variables leads

to probable unreability in the regression'coefﬁie;?qys, and "

‘the likely violation of the restrictions that ée piade ﬁpon'

the errof terms. Essentially, since one &r ﬁﬁr;\sf the ex-
planatory variables are not included in the regreSsioﬁ equa-

tion, the influence of these variables is attributed to the
variables that are included, or it shows up &s an unexplained
residual. | ‘ ' |
| | A further specification problem arises when there are

two closely correlated independent variabies, and the wrong

one is inciuded in the regression equation. Suppose that in
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fact Y depends on X, and that X and Z both depend oh some
other variable w and therefore tend to vary together. Sup-‘
pose the researcher hypothesizes that Y = £(Z) and tests for.
the explanatory power of Z upon the value of Y. Since X and
Z tend to vary together, the regressibn analysis will indicated
the existénce of a statistical dependence of Y on Z. Statis-
tical relationship need not indicate causal relationship,
‘however; and the researcher must be satisfied with the logical
- éausality between the independent and the dependent variable
‘vbefore using the results for explanatory purpoées. However,
the regression equation may be used (with caut;on) for predic-
ﬁion purpdses as long as the underlying relatf;nshiﬁ'does not
change gignificantly. | ™~

" Measurement Errors. Having decided which variables

+to inelude in the regression equation, and the appropriate
- functional form of the relationship, the next pitfall to be

avoided is the improper measurement of the' variables. In

- any problem, does the proxy measure of distribution or previous

¥
- - @

sales accurately depict the determining variable we wish to
méasure ? To the extent that some weaklies may have a superior.
‘chance; or that the periodical tends to lie neglected at the
Riosks,‘of some territory, the simple ﬁeasure of distribution
effectiveness may not accurately depict'the influence of dis-
| tributibn effort on sales. If a more accurate measure of a
particular variable can be generated, at a cost not exceeding
the value of the additional information derived, then this

measure should be used in the regression calculations.
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Simultamgous Equatidn Relationships. In many situa-

- tions the single regression equation cannot adequately represent

' the true relationships existing between and among the variables.

The regression analysis proceeds on the assumption that the in; ,
' fluence of all other variables remains constant while. we investi-
gate fdr the infiuence of the specified indepeﬁdént variables.
‘That 1s, we assume that a single equation exﬁl\}ns the entire
;relatlonshlp. One problem with sales estimation’ arises because
‘the price level is the result of the solution of the simultaneous
equatioﬁs for both sales and availability of supply. The price
variable is notorious to its problems 6f measurement. Hence if
"supply is shifting over the period for which the data were coll-
ected, some part of the variation in the observations may be

\due to the influence of this second 'unspecified relationship.

- for simplicity, price is assumed to be constant, here in this |

‘paper.

Multicollinearity. The problem of multicollinearity
arises when the independent vabtiables are not'independent-of
each other at all. If two or more of the Siblanatory variableé
vary together due to their dependence on each other or another'
variable, the coefficient assigned to each of the variables‘by"
the regression solution may have no relationship to the "true"
marginal influence of.these variabies upon the dependen variable;
| The‘regression analysis is unable to detect the true relation-

ships and will assign an arbitrary value to the coefficients.

Besides recuding the explanatory and predictive power of the
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regressisp equation, the presence of multico%i;n%arity is
}likelysto‘cause fhe standard error of the coéigisient (dr t test)
1 to be an unreliable indicator of the statfsticai‘significance o
Hof the soefficients.
| The presence of multicollinearity may be uncovered by
) checking the‘coefficients of determinstion between pairs of
' independent variables. Where variables are highly correlated,
says Kotler, (1976) that all but one may be removed Ffrom the
fegression equation, taking care not to fall foul of the

specification error of using an independent variable with no .
8

'logical causel relationship with the dependent variable.

Heteroscedasticity. When the error terms do not occur
randomly‘but exhibit a systematic relationship with the magnitudss
- of one or more of the independent variables, we have the condi—‘
tion of heteroscedasticity. This violation,of the requirement'g
that 6bservations have uniform variability about the line of
best fit (mplied by‘the restrictions placsd on the error ﬁsrms) |
causes regression analysis to be an innappropriate prOCedure and.
i thus produces results that are likely Lo .be unreliable. The
‘presence of heteroscedastlclty is likely to cause the standard
error of the coefflclent to give misleading indications, and
cause the coefficient of determinatibn to overstate the ex-
| planatory power of the regression equation. |
A simple means to discover the presence of heterosce -
dasticity‘is to plot the values of the residuals against the

values of the independent variable(s). The regression programs
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~do output these graphs for visual inspection : any systematic
‘relationship that appears will indicate the presence of hetero-

» scedasticity.

Autocorrelation. Autocorrelation is another problem-

lthat arises when the error terms do not conform to the res-
trictions required for regression analysis. Autocorrélation
(also known as serial correlation) is indicated by a sequential
pattern in the residuals. If successive values of the error
terms exhibit a particular trend or cyclical pattern, this
indicates that some other variable is changing systematically
‘and influencing the depenéent variable. Autocorrelation may
be removed by adding to the regression equation the variable
thought to eXplain the systematic pattern. For example, if

~ the reoiduals appear to follow a cyclioal pattern over time,
this may be found to correlate well w1th the levels of national
income over the same period. Alternatively according to Johnston,
- (1963) a oontlnulng upward or downward trend 1n the residuals
could be eliminated by adding time as an explanatory varlable.

' (32) |
Gellslm s computer outputs. They are scrutlnlged for

several technical gualities. The regression program includes as ‘
output the sequence plot‘of tho residuals. The Durbin-Watson
‘statistic, which is calculated to indicate the presence or
absence of autocorrelation, is also aAcriterion. Statistic

around the value of two indicates the absence/of autocorrelation,
while‘values significantly greater or less'tbén'&wo indicate thét

the residﬁals dolnot occur randomly, and there§ore that the

. results are likely to be unreliable. Thus a close study of

(32) As per Appendicies enclosed.

S



related figures in the computer oufbuts prove that our regression
model equation have passed the due ihspections for all; namely;
autocorrelation, heteroscedasticity, multicollinearity, and
serarched for specification errors, measurement errors,

simultaneous equation relationship and errors of estimation

B, Details of Multiple Regression Models for the
Selected 14 Geligim Periodicals for the year 1983
(Linear, multiple (multivariable), recursive: non
usable for thé'introductory magq%iné publication
except where’ acceptable previoué\gales could be

quoated)

~Putting the input data into the regression.model, regression

equation have been obtained for each periodical and tested for statis-
tical qualities.,

’ To get an acceptable statistical test, some of the variables

of some regression equation had to be eliminated(33) p3 better result

(34)

are seeked by a re-run of regression analysis.
“ At several parts of this papsr, various assumptions about
the market have been cited.

At this point, let us extrapclate a little further on the
other related assumptions of the market model used here, in order to
understand the regression model to a better extent. As stated earlier,
had the individual figures for each independent variable been available

there would not be need for these assumptions. It is due to devivation

(33) Please Tefer to Computer outputs supplied in
Appendix A, and related part of this paper
for 't' statisticsyand other related information

- (34) 1Ibvid,



of'figures‘that these assumptions are needed,

(1)

(2)

(3)

(4)

(5)

(6)

(7)

i -

It is assumed that dispersion of each age group
within geographical territories reflect the same
characteristic as the total of Turkish population.<‘
It is assumed. that disperéion of literate buyer‘ |
population of territories are the same for each
periodical,

It has been assumed that at each territory the
readers of periodicals are the same proportioh‘to

buyers, that®there is no inter-territory differences.

The revenne‘from advertisements are assumed to be
'zero' since the figure could be intermingled with
model upon management'g wish, at any time. Here the
main outlook was to study the underlying effeets.of
distribution with sales and thus profits.

In the categorization of profession groups, @hq 
manager, and entreprenuer is accepted as the
'brain-worker' and analyzed in tp; ?agg group as

the worker. . - :
N

In the 'technicians' group, all enéineers, doctors;
lawyers, architects etc, are grouped together, |
The exposure time of eachAof Geligim's periodical to
its buyer is the same, régardless of the fact that -
it is a weekly and/or monthly.

Hiirdagitim collects returns the next week after -

delivery.
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(9)

(10)

175"

No,stoékouts are at haﬁd, since as policy of the .
firm, stockouts are taken care of instantly and
thus the stockout probability is taken to be 'O;
regardless of the fact that distribution figure
per territory is less than the number of end—point

retailers at that part of the territory.

Price per periodical is taken to be constant
throughout the year, as per Geligim's policy, and
is constant throughout all territories. '

Cost is a’factor beyond direct control of the manage-'
ment because it is negotiated between Hﬁrdagltlm and
Geligim at the beginning of each year, to be applicable
for a period of minlmum one year.

One other reason why cost iszleft ;ﬁtside the analysis
is because it is a factor tyiﬁé\up with quality of.

the periodical, at the very extreme end-point.

(11) Also as inflation would inevitably be treated with

(12)

(13)

deflating figures, thus constancy of costs is not an

g

unrealistic assumption,

The demand for periodicals is assumed to be equal to
net sales, for reasons of simplicity. It is therefore

implicitly assumed that there is no unsatisfied demand.

The figures of 1975 and 1980 Statistical year book
have been interchangably employed for the growth formula
of the regression, thus, implicitly assuming that the
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rates of dispersion of independent variables of

1975 and 1980, aslo extend into the years after

1980, thus bringing up our statistically desifed
figures up to the year 1983,

‘(14) Due to lack of sales figures with a history of
10'years,vwe have used distribution and sales
figures of a single year (hengé”ghq\linear
assumption) thus breaking up[fhe‘énalysis to
months. T%us, the incremental changes of
variables in time series and also cross—-sectional
analysis are infinitessimal, thus a possible
handback that could only be corrected by supplying
individual figures, utilizing on-the-spot surveys.'

(15) The sales figures of periodicals whether weekly or |
monthly or regardl&ss of the fact that the days
offered to sale also fluctuate accordng to .~ b
different periodicals up to monthly bésis,'using‘!
total weekly figures and averaging through the

number of weeks, thus creating common grounds )

for rending figures compatible,

(16) We have treated sales figures as the net sales all
through distribution effort. Actual sales are highér 
than the sales figures included here in the analysis,
due to subscription customers. They, therefore, are
excluded from the regression, projection and

simulation programs.
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,(17) The variables that effect the sales might be more
than those cited here, in this paper. However, for

reasons of dealing with model parsimony, we have

kept the number of parame ters ég\? minimum,

Thus starting with all these éxplanatiansxénd these assump-
tions, we have run the individual regression Model for each periodical.
The characteristics”of the regression model is that it is linear, |
.~ multiple (multivariable) and that it is recursive, However, due to
 the fact that one explaining variables is 'last period's sales! (ﬁ)

thls model will not be applieable t0 a new magazine that management
*wishes to introduce. Hence its only application could be possible if
a wise assumption could be made about the sales of previous period,
Thus, as.gould be seen from the enclosed computer outputs, First thé‘
" individual computer program is designa@ just for this analysis(35)
since readly 'available! SPSS.programs at the university were not-
'available', Then the designed program was tested for correciness, .

36 ; »
against a problem from a text( ) and proven .to run smoothly,. -

Then raw data of 1983 figures; distribution, sales; preiious
period’s sales, and all other independent ;é;?;bles; are supplied in
(p-2.) |

Then with a seperate program Appendix (PfB), this raw data
is changed into a semi-processed form, where the related alterations

were applied to raw data as previously explained earlier in this paper.

(35) Appendix (P-1)
| (36) Appendix B
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N

i
'v
|

The outcome of thls program Appendix (P-3), is then a
list Appendix (P—4), of random variables, for 1344 llnes( 7

In fact, the computer memory is not as as seen in this

- oupput, Ap?endix (P—4) it has more digits as reflected by the

‘output’nnw, the input data is ready for the regression run, the.

. first output, of regresdon is Appendix (P~6). The outcome of the
,individualvruns of these regression program is re-run again for: :

| aiming at better statictical qualities, and those that pass a

scrupulous test of quality, are enclosed as presented in Appendix
(P-7), and the discarded ones are kept in Appendix (P-6) for

4

 studying purposes,

'1:1 (Toplum - Insanlar)

b , 0 =11.62 + 0.6382 R 4 0.05582 D ¢ 3.882 P +0.00003124 E
s ' (0.083) (0.,0266) (0.984) (0.,0000198)"
e - 7.688 2,095 3,944 1.575
| Fi(38) | 59,12 4,403 15,563 2.4806

R2. 0.92747
D =1.26101 et

%9 590, 9071

i:2 (Brkekge)

o

b 3 - 6.590 + 0.5779 R + 0.1901 D 4 01089 P+ 0.00197 E
(0.00731) (0.00430)  (4.32) (0.000345)

k- 7.903 4,422 2,522 3.465

Fy - | 62,46 19.55 6,51 12,006

)
(37) 8 territories x 12 months x 14 %eriodicals =(1344)

(38) F (Individual)
(39) F (overall)



1:3

n o

t

ct o’ ll-"
-~

= c‘IH-

r%. 0.98606

D - 2.19033
F, - 1609.4514

(Onyedi)

Q= 25.79 + 0.1663 R + 0.4796 5VQ\?.126 P 40.0003293 E

(0.0787) (0.0632)
4,461 57 .623

R? . 0.9133

D - 1.,95988
Fy -239,6515

(kadinca)

i

(2.67)
3.414
11.655

(0.,000113)
2,908
8.456

§=-9.508 + 0.05065 R + 0.5896 D + 1.572 P +0.0001343 E

(0.0923) . (0,0687)
0.5485 8.579
0.301 73.599

R2= 0,96468

D = 1.65986

(Orgii)

(1.18)
1.337
- 1.787

(0.0000613)
2,191
4.800

0= =7.76 + 0.08487 R + 0,6949 D + 1.55 P + 0.00003506 E

(0.0703) (0.0570)
1.207 12,19
1.456 148.59

R2. 0,91687

D = 1.54520

F,=250.0653

(1.10)

~-1.365

1.863

(0.0000354)

0.9903
0.980694

17



i: 6 (Bilim Dergisi)

I -
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v

b Q= -1.626 + 0,3900 R + 0.3629 D + 0.2261 P +0.001010 E
(0.122)  (0.0860) (0.539) (0.0000331)
% 3,202 4,338 0.4194.  3.051
Fy 10,253 18.818 0.176 9,308
R2. 0,97687 | |
D - 2.14661

Fo = 960,7654

Fo = 245.6784

i: 7 (Elegtiri)
b Q=- 0.1020 + 0,4330 & # 0.5912 D + 2,002 P + 0.0001247 E
8 (0.0584)  (0.0653)  (0.796)  (0.0000405)
% 7.416 0.052 -2.515  =3.077
Fy 54,997  81.939 6.325 9.468
- R%. 0.3963 |
D - 1.88521
Fo - 354.0820
i: 8 (Nokta) | .
b  §:1.346 # 0.415 R +0.2922 D + 0.4639 P + 0.0006855 E
8 (0.0948) (0.0587) (0.667)  (0.0000287) |
‘ 4377 4,980 0.6957 2,385
Fy 19.158 24,800 6.484  5.688
R2.0,91525 [
D - 1.54217 ™~
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is 9 (Sari Dizi)

b Q= 6.233 + 0.7911 R - 0.01867 D + 0.6711 P + 0,00005101 E
s (0.0669)  (0.0585) (0.225) (0.0000226)
% 11.83 0.3189 2,98 2.254
Py 140.66  0.1017 8.88  5.0805
' R%: 0,98020 |
D - 2.18705
Py = 1126.448
1:10 (Beyaz Dizi)
b Uz -1.872 + 0.03834 & + 0.7001 B + 0.5285 P + 0.00003782 E
s | (0.0994)  (0.0860)  (0.749)  (0.0000308)
t 0.3858 8.142 0.7060 1.227
Fing - 0.149 66.292 0.498 1.506
| R2. 0,96208 : o
D :1.40078 | | |
| Fo= 577.1719 o )
o i:11 (Atlaslar A.) Y A o
b Q-11.81 + 0.3674 R # 0.4605 D + 2764°P + 0.00004080 B
s (0.0899)  (0.06455 T0.631) (0.0000434) .
% \ 4,085  17.136 -4,381  0.9394
FPing 5 16.687  50.922 19.195 0.8824
R®< 0.98965
- D - 2.03002

F, = 2176.1290

1:12 (Cofrafya A.) !

b 0=2.169 + 0.2923 R 4 0.535(D+ 1.543 B + 0,0002357 E
s (0.11) (0.9865) (0.586)  (0.0000506)
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R? . 0.99503
D -2.54050
Foy=4553.4552

i: 13 (Evimiz A,)

b Q= -0.7779 # 0.1920 R + 0.3955 D + 1.061 P + 0.00001029 E
s | (0.101)  (0.0563) (0.367) (0.0000202)
t | 1.899 7.022 2.894 5,09
7y ‘ 3,606 49.308 8375  25.969
R%_ 0.97916 |
D —2.39440
F, =1068.9792 ’ |
i:14 (Héyvanlar A.) -5/ L
b G=2.360 + 0.5941 R + 0.2779 D + 0.04408 §\§\6}00003227 E
s ) (0.,0663) (0.0511) (0;198) *(0.0000126) i
t | 8.963  5.439  0.2227 2,553 |
S 80,335 29.583 0,050 6,517 |
. R2= 0,99532 | i |
D = 1.68859

Fo = 4834.4711

o~ ezt

Here (b) deﬁotes regression coefficients, (s) denotes the standard .
‘error, (t) denotes the (t) statistics derived from (b/s), (F) is the
factor derived from (t2)

- A close study of the outputs would reveal that listing o{t‘
‘correlation matrix, mean and standart errors being given, 1istings 61’

variance-covariance matrix and the ANOVA Table( 40)1c—:ads us to plot of

(40) Analysis of Variance
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residuals and a detailed analysis of specification error, measurement
efrors, simﬁltaneous'equation relationships, multicollinearity, heterf

oscedasticity, autocoorelation, as analysed in previous parts of this

paper§41)

. Thus, a coler study would reveal that.

fOI‘Q a"'a R'l'azD'l'a3P+a4f......./....o (61)

{

.
there are five parameters in the fourteen regre?sions for indicies;

i:l’ s0000ess0 000 14- ] \\\‘,

k‘:‘l, e 0500000830 0e 12
‘j::l, oecooooee0090 8

as the figures would reveal,

- 1.67%2

o 05,1,90 < from the (t) statistics tables and from the

(F) distribution table ; Fj .05,1,90 = 3.98 for individual F
: overall (43)
figures, (F4) and Fo, 05,4,9=3.10 E/Figures (Fo)

Thus; - : LT
HO P ag= 0 .
H, :ap»0 :
X : 0,05
F
As in N
Figure 1

Accept 4§ﬁ> Reject
& ! L]
(e ) (Ho)

(41) Part ¥ A-3 L (T rant temm)
(42) tn (# of paramete or constant term
(A3 ) &96-5—1==t 90 fﬁgen n=9 f



as the éimﬁle refreshing of memory, on statistics would remind(. 44) Then

the relative (t) , and (F) statistics are obtai____;fécg f\rom the respective |
tables for one variable, two variables, three Zi;ari\‘abies, four variables
~and as each variable is kept, and/or dropped, 'ﬁe\;related figure is‘useq=]

“=as the criterion of judgement to passe.

Thus the Autput (P—G)Y is examined and judged far the above

tests as follows: o

i:i

F,=59.12 > 3.98 =>Reject H, , Accept H,
Fap=4.403 > 3.98 = Rejec;c H, , Accept H,
F,3=15.5637 3.98 = Reject H, , Accept H,

= Drop E from regression,

F,4=2.4806 £ 3.98 => Accept H,

re-run Regression, Re-evaluate

F,p = 62.46 > 3.98 =) Reject Hj, Accept Hy

F, < 19.55> 0 => , .
: n

S e

a4 :12.0062 " => | ’ ==

i: 3

Foq = 4.461 > 3.98 -_—_>Rejgct H,s Accept Hy

Fop = 57.623> " = " . "

Foz =11.655% " =7 " ’ "

F,, =8.456> " T 0 y "

(44) ‘Fn= ( # of variables) -1 (for constant term)

Ve . *
T

|



| Foq = 0.301 < 3.98 =— Accept H,, Drop R, Re-run,Re-evaluate

il

73.599 > 3.98 =>Reject H,, Accept H,

(]
W
i

= 1,787 < 3,98 => Accept H,, Drop P, Re-run, Re-evaluate

Ea4 = 4f800 > 3.98 =) Reject H,, Accept H

Fa1 = 0.301' < 3,98 =>Drop R Re-run, Re-evaluate
Foo = 148.59 > 3,98 =>Reject H,, Accept H,

a3 = 1,863 < 3.98 =>Adcept Hj, Drop P, Re-run

o]

ag =0.980694<3.98 =) Accept Hy, Drop B, Re-run

R

*
. -
———

Fal =10.253 > 3.98 =3 Reject H,, Accept H,
F,o =18.818 > 3,98 =) Reject H,, Accept H
Fa3 = 0.‘76 < 3.98 =) Accept Hys Drop ',P% Re-run e

F,q = 9,308 > 3.98 ==>Reject H,, Accept H_

b' R "N r'

is

.Fal = 54,997 > 5.98 _—~>}Ftle.jec't:AH0 s Accept Ha
Foo =81.939 > 3.98 = " "

Fo5 = 6.325 »>3.98 => v,

Foq = 9.468 7 3.98 = " B



{

il

i

i

il

]

it

I

it

19.158

24,800

0.484

5.688

140.66

- 0,3017

8,88

5.0805

0.149

66,292

0.498

1,506

16.687
50.922
19.193

0.8824

VANV Y

3.98
3.98
3.98

3.98

3.98
3.98

5.98

vV VvV NV

3.98

3.98
3.98

3.98

NN VN

3.98

> 3.98
- 3.98
> 3,98
< 3.98

—>Drop E, Accept HeganﬂdRe-:ﬁn <

J’ -
‘—:_}Reject H, » Accept H,
:> " ’ "

—=>Drop P, Accept Hys Re—fun, Re-evaluate

—YyReject Ho,,Accept Ha

=> Reject Hys Aceept Ha
=y Accept Hy, Drop D Re-run
:5>Reject Hy,y Accept H,

::} ] "

=»Drop R, Accept H,, and‘Re-run( 43)

=>Reject Hy, Accept H,

=—>Drop P , Accept Hys and Re-run

7

. ‘ 7
" g /

i
A\ AR

=
a
o

=pReject Hj , Accep@\?
.:___——_> <]
= "

=>Drop B , Accept H0 Re~run

('45) Please refer to computer outputs for details,

ag enclosed,



i: 12
Fap = T.107 > 3.98
F.o .= 38.29 > 3’.98
Fos = 6.297 > 3.98
Fa4 = '21.724 > 3,98
i: 1

vFal = 3.606 < 3,98

g2 = 49.308 > 3.98
Faz = 8.375 > 3.98
Fa4 = 25.969 > 3.98
i: 1

Fal —"_"&)0335 > 3098

29,583 > 3,98

a2 ~
(Faz = 0.050 (& 3.98
Fag = 6517 > 3.98

Here, in cases where D remains to be the only explaining variable we |

¥

s
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=) Reject Ho’ “Accept Ha

=7 n
:>. ]
::} ]

=y Reject H,, Accept Hys Drop R

=> Reject L, Accept Ha

— on
=» n

—,=—..>Reject.'H°

=

_> Ac_eept Ho)

= Reject Ho’

, Acc ept/H d/ .

.

Drop P, Re-run Re—evalua'pé

Accept Ha

can say that in general there is an unsatisfied demand, and as we

. distribute 'more!’

and 'better’

/

and more

teffectively' and ‘efficientls;:

we will increase our sales. As we drop D out, it is because in the o

history of that periodical the distrlbution desicions were not wisely

rationed to territories.
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‘When P is dropped, it gene;ally means that the periodical
in analysis is selling Jjust as effectively in small cities with

low population densities,

if £ is dropped out, it means the qualitative factor of

that periodical is not very important: that in general the reader is

189

1

- a loyal reader, and that E'is not a well defining varisble, and this

is true for periodicals with considerably low figures of publishing '

| historye.

.
When P and.E'Are dropped simultaneously, it m%éns the reader—buyer
'is not qualified for sex or size of city that the reader dwells in,
7Ehe reader is very widely aisPersed. When R is dropped out only,

this means that the buyer is a very loyal buyer, and sales do not

/.- (

 fluctuate as being effected by sales of: last period.

" Thus, as a result,study of the outcome. Appendix (P-7)

.after re-runs would reveal : (46)

i: 1 ( Toplum ve Insanlar)

b 0=18.4 + 0.6565 R + 0.05908 D
8 . (0.0828) (0.0268)
T7.923 2.207

F SO 62.77  4.87

In 'Toplumve Insanlar', a fairly new circulation in

dropped out, Thus it signifies that the gualitative factor of this

+.3.332 P S

(0.928)

- 34592

12.903

the market, EI is’

periodical is not very important for the sales. The reader is a loyal

reader,

(46) As R2 and F, and F values have been enclosed

previously in this chapter.

¢
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i: 2 (Erkekge)

B Q=6.390 + 0.5779 & + 0.1901 D + 10.89 ¥ + 0.00197 E
s ~ (0.00731) (0.00430) (41;33'\ (0.000345) |
7.903 4,422 2,522" 3.465 B

P 62.46  19.55  6.51 12.006

‘1:32 (Onyedi)

b Q=25.79 - 0.1663 R - 0.4796 B- 9.126 P - 0.0003293 E |
s (0.0787)  (0.0632) (2.67)  (0.000113) B
| 2.112 7.591 3.414 2,908

Fo 4.461 57.623  11.655  8.456 o

is i“(Kadinca)

b §:10.30 - 0.6672 k - 4.856 P - 0.0002842 E
8 | (0.0775) (1.49) . (0.0000786)
% 8.608 3.265  3.618
F 74.097  10.66 - 13.09 ]

In'Kadinca', when R was dropped out, the relationships and técﬁni&al
qualities of other variables have chamged-‘to worse, thus dropping P
was. tried, the same result ié obtained, then dfopping'ﬁ and P was
tried and this suggested leaving D out, and finally it worked,
improving the statistical qualities of all the other variables.
Dropping 'D' signifies that distribution desicions were not wise;y

rationed to all territories.



it 5  (6rew) o ‘

b 3=, 17.03 - 0.7636 D
- (0.025) | | |
t 30.555

¥ 9.33661

' In 'Orgi' the only variable that remains is D, and in éeneral
‘this shows unsatisfied demand, thus more efficient and effective

distribution suggests incfease in sales.

~ i: 6 (Bilim Dergisi)

b Q= -1.643 & 0.3971.R + 0.381 D + 0.00009016 E
8 (0.120) (0833) (0.0000205)
3,307 4.572 4,390
F . | 23.55 16.32  9.1204

~ In 'Bilim Dergisi' P is dropped out, meaning that it is selling
just as effectively in small cities with low population density, as
in big cities., The customer is a peeullar, specific customer,

regardless of the geegrophical area, they are everywhere.

[

i: 1 (Elegtri) et

p Q';- 0 01020 + 0.433 R + 0,5912 D - 2,002 P - 0,000124 E-
s (0.0584) (0.0653) (0.796)  (0.0000405)
% 7.416 9.052 ~2,515 - 3,077

F 54,997  81.939  6.325 9.468

1 : 8 (Nokta)

~ (When re~run, originall E's P dropped out too,

b Q= 4 316 + 0.4433 R + 0.3238 D [
| (0.0959)  (0.0560) o
4,623 5.779 ‘

F 2137 33.40
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In 'Nokta' £ is dropped out”first, meaning that the qualitative
factor of Nokta is not its major sales inpetus, and that the
reader is a loyal reader. ﬁowever, when e was dropped, the
texture of the equation changed and we had to drop P too,
indicating that it sells just as well in small, non-urban areas,

selling to specific buyers.,

1: 9 (Sar: Dizi)

b QA= 6,270 + 0.7807 R + 0.647 P + 0,0000449 E

s | (0.,0518) - (0.211) (0.0000123)
13.44 3406 34650

F . 32627.19 ° 87.61  177.42

In 'Sari Dizi'! l'D' is dropped, indicating that the distribution

desicions of this periodical have not been very successful,

i: 10 (Beyaz Dizi)

b Q=- 4.798 + 0.7791 D

s | (0.0162)

£ 48.18 ! ;
r 2321.31

In 'Beyaz Dizi', all except 'D' are left out implying once again
that there is unsatisfied demand in the market, calling for 'better!

(

distribution. | : .

i: 11 (Atlaslar)

b ©=10.03 + 0.4028 R + 0.4518 D + 3.036 P | L
8 | (0.0817) (0.063%8) (0,56)
t | 4,933 7.079 ~5.417
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- In 'A{laslar' 'P' ig dropped out, meaning that non-urban areas"are
also - calling for demand of this product, mainly due to lack of

many side-means of education, in rural areas.
i: 12 (Cografya)
b Q=2,169 - 0.2923 R , 0.5350 D ~ 1,543 P - 0.0002357 E

8 0.11  0.,0865 0.586  0.,0000506
| 2.666 6.188 ~2.632 4,661
F | 7.107 38.29 6.927 21.724
i: 1 (E&imiz) |
b Q:-0.8219 - 0,4948 D - 1,386 P - 0,0001284 E
8 | 0.0213  0.329 0.0000153
| 23,18 4,217 8.418 |
F 53131 17.78 70.86 |

In 'Evimiz', R is dropped out meaning that thefmeader is a very
“loyal oﬁe, widely dispersed in the country, t?hs last periods' sales |
’; do not affect sales of this period. It looks é§\if it is a compulsory

" sourse for some people.

i: 14 (Hayvanlar) | ?

b Q - 0.4515 = 0.7026 R - 0.2209 D~
'8 | ‘ 0.,0562 0.0458
12.5 4.828

'F 145,2 23.31

. Lastly in"Hayvanlar; 'P! and 1 are dropped, meaning that 'P' and '

4 have been beyond the scope of this particular ‘periodical. It is.
selling just as well effectively in small cities as in big ones. To

a variety of people indicating that it is either a second or third

" set of encyclopedia at home, or buying of this set does not reqﬁife

a specific motive, it is.bought ei, to relieve the concions of

the parent to the child.
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Dropping of '£ ' and P simultaneously signifies that the

reader-buyer is not gqualified for sex, nor for size of city

'per-se’.

In 'Erkekge' , 'Elegtiri', 'Cografya' and 'Onyedi' all the
variables are acceptable and thus explanatory of our

© hypothesis.

.Then, as stated before a re-run of regressions is af
hand almlng at better results, and the least explalnlng variable
is dropped from each regression equation to obtaln (P~7) the new
output relations, tabulated as on page ZOOKLQf should be

noted  however,that these varlables are assigned to the regre851on 2 
model as a result of logic applied to interviews with Hﬁrdagltim‘
managers and point-of-purchase questions, questions asked to the
retatilers and wholesalers, Their'enﬁmeration and assignment is
not decisive, the list of variables is not an exclusive list, it
could always be revised to include 'better' qualified variables,

"and as the questions and interviews are evaluated numeric&lly,one
' ’ R
could. enlighten new variables to explain the situation in the x
dependant variable better, and this falls‘into the scope of

further analysis.
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- I K Al A2 A3 A4
— t - L
1
o, 184 0.6565 0.05908 3.333 0 :
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) — —
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Dizi) | ' |
| ~4.798 0 0.7791 0 o
z Dizi) {
l 10.03 0.4028 0.4518 -3.036 0
3) ‘_
| 2.169 0.2923 0.5350 ~1.543 0.0002357
ifya) : |
b 0.8219 0 0.4948 1.386 0.0001284
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iz) |
f
.
- 0.4515 . 0.7026 0.2209 0 0
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C. Use of the Projection Program

Regression.analysis is an extrememly useful tool for
estimating the coefficient of the sales function. But like fire,
precautions must be taken with the use of this tool. Our'regression
programs will produce the various statistics mentioned abovevand will
'pidt the residuals sﬁch that the experienced researcher can readily
‘discover the presence ot one or more of the major problems that
may occur.

The regression analysis of the following section can be used |
for foreCaSting purposes by ;ssuming that the estimates of the
chefficients will reliably indicate the future relationship between
each of the independent variables and the dependent variable.fThe g
levels of‘the independent variables in the future periods must tﬁen

be used té forecast leVels of sales in future periods. Forecasting -
the level of the independent variables may proceed on the basis Qf ’
tfede extrapolation, constant growth rate, orﬁdifference equations,
és‘indicafed avove, especially for such factors as_consumér incdmes,l
fastés, and’price levels., In all cases, according to Chrisholm and
Whitaker, (1971) the naive forecast should be modified by any
information received that would indicate that the historic pattern

of events would provide a poor indication of the most likely future
patfern of events. The forecasting of sales in future periods has an |

additional dimension when compared with demand estimation in the

current period.
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In sales estimation we knew or could ascertain the current o
value of the independent variables, and the problem was to find the
level of the coefficients, In demand forecasting)the problem is to .
forecast both the level of the independent variables and the level
of the coefficients to those variables; Forecasting the-futurevlevé;
of demand is an issue of concern not only to businees firms but‘aléo
to government, banks, and other institutions. Consequently, had
there been some, if not much, of forecasting activity at the |
aggregate, territory and periodical levels: decision-makers in firms
and institutions would havesaccess to the results of some of this
’tforeoasting activity and could utilize this material in forming
their fbrecasts. If the demand for their particular products is‘
closely cvorrelated with GNP or some other measure of aggregate
activity, then the published forecasts, would serve as an inexpens;ve
source of‘data on future sales levels, On the other hand;_individUa;
components of the aggregate may move in different directions, with
lags or leads, and the decision-maker must modify the forecast'for,;
aggregate, sectoral, or industrial activity to suit the speoifio
circumstances of the individual publishiﬁé'%irm. |

A full discussion ‘of the forecasting methods and techniques
constitutes a topic in itself and would take us far beyond the sﬁace
constraints of this paper. In the following sections the methods of
demand forecasting, projection of known relatlonships, and barometric
indicators will be outlined for our proaectlon\fbr,the first six

months of 1984 where we have projected established relationships.
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In this major category of fdrecasting, relationships that
are assumed to be known are projected into +the futﬁre.
As per Heskett, (1963) this involves the implicit assumption that '
the relationship that has held in the immediate past willrbe a'l |
reasonably good predictor of the relationship that will hold in the
immediate future. _ Co ' |
- (1971) |
Chisholm and‘Whitakeréspeak of "naive" forecasts as including all
simple extrapolations of apparent statisgical relationships into
the future. In such forecasts no modification is made for any new
informatiqn that has been received, such as the current state of
consumer or publisher int;;tions. Such forecasts are based solely
.on the presumption that the best indicator of the near future is
the experience of the recent past.
i Estimation is concerned wiﬁh finding the values of the
R ‘parameters in the demand function that are currently appropriate,
This information is important for current deéision making and in
evaluating whether decisions are optiﬁalAin tegms of the curgent
demand situation. Demand forec?sting is coﬁcefie&\with'theifuture
| values\of‘the parameters and independenj.qg;iéblgs of the demand
. function, and it is clearly vital for decision pfoblems where
’expected sales in future beriods must be estimated, o
Buyers' reactions to changes in the independent variables
in the sales function may be gauged by interviews and surveys,
 simulated market experiments, or direct market experiments. Regresté -
‘sion analysis is a Dowerful tool, when used‘correctly, for estimating
fhe parameters of the demand function, on the basis of the satistical |

association that'appears between and among variables in either
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time-series or crqsssection’data obserﬁations. The pitfalls that
may indivalidate this technique were outlined in some detail in
order that the researcher might better set up the problem for
analysis, and better interpret the results of that analysis.
Forecasts of the»future demand situation maY‘be &uely‘

constructed with the aid of intention surveys, projections, and
‘barometric indicators., Several of the techniques outlined would
allow the researcher to estimate the future level of sales and
. the probable turning points of sales for the product (s) in
| questipn. Some forecasting, activity is undertaken by official

and or éeﬁiofficial or scholastic institutions and the infor-
mation‘generated‘should be used as input to thg/ipdividual firm's
. or Gelisim's forecasting deliberations. In mghy éa;és these public
- sourcesfmay serve as an adequafe guide to future“:demand conditions,“x‘ Z
.wﬁut in others it will be necessary to construct surveys, projection
models, and barometric indicators for the specific situation to be

predicted, this would thus fall in the scope of a further study.

7
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VI, CONCLUSIONS

Here, in this paper, a projection program for the first
six months of 1984 has been designed by using the regression
model.(Appendix - P-8) Here, the input data is read, then the 1984
distribution figures are feeded for k:13, .....;....‘, 18, and |
then ﬁ is calculated by assuming that regional and seasonality
factors, (E;%) have not changed for the first six months of 1984;
Then, as sales of last month's sales figure (ﬁ:@k_l) for January is

‘read, and respectively so on for all the months to follow, the R
figures are obtained when R is treated with (%) and (s) factors.
Other independent variables of 1984 are then alsoc calculated

using the same formula applied for 1983 regression equations,

The input data is integrated and equation parameters are

used same as the formulated model for 1983. »; .

Then sales figures are calculated: (Q) for k=13, Ss;ng the regression
formula. . o v

These are modified sales, @ iﬁvK-l\and_this goes on for all :

k=l3, ..onooooon.cv’ 18.

Then the same procedure is repeated for all aijk , for

i: 2’ .‘...Q..Q.....’ 10

j: l’ easvessecvcoee ,.8

k: 13’ ® 0P S 000000000y 18
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’Then, in 1984 some of the periodicals ére discontinued

(ei; 1:1) and/or are to be sold in hard-cover bindings as
sets in door-to-door-selling (ei, 1=11, eeveeecooces , 14).
‘The input data for the projection program is then supplied (P-9)

and Sales projection for the first half on 1984 is obtained (P-10)

' when the outcome of (P-10) is observed, it is seen that the 1984
figures are slower in up and downwards turning’ points, and that
there are ‘smoother fluctuations due +to changeé\{p D : and due to

:‘ﬁ figures. N

Thus, this may be explained by the fact that incremental changes

in the factoring formulation of the regression equation may have

- a smoothing effect on the projected <figures.,

Let us suffice it to say that in actual life, the 1984

QUV "

Kfigures‘run a bit higher than as revealed by the projection prégram '

of 1984. The linear model assumed, might in fact be a non-linear

‘ model; but our assumption is linear due to the shortness of time

%period‘in consideration: and also public oﬁinion on the inéide

quality of periodiecals, advertisement and prpmétional activities

of 1984‘and cumulative effects of 1983 promotions might have this

vupward push effect in’real'iife.

The general economic conditions of the country could also change,

thus effecting sales, and lack of insight to such variables
lessens the predictive value of this projection program, It is
also.interesting to observe that as D is dropped (like the case

was for i =4 and i=9) then approximation, and projection
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estimation power of the model fails more; and ;t pecomes a

| 'wilder'guess’ than in case of periodicals w%é;eéD\WOuld

remain as explaining variables, and hence the\pagameters may

ﬂ‘be estimated using the least-squares regression fechnique. Given

a series of sales levels for previous years, we may fit both | o
the linear expression and the power function to these data and o
choose for prediction purposes the form that exhibits the higher
coefficient of determination. |

. We should expect the values of the coefficients to decline as we
take successively more distant sales observations to explain the =
curréht level of sales, One such system is 4o use exponentially
declining weights, which in effect implies that by far the largest
influeﬁce‘on the present‘level of sales is exerted by the immediate
past iéveis, with successively smalier influences being exerted py
more-distantepast sales observations. As did the above trend
extrapolation and constant growth rate models, the différencg |
“equation épproach also neglects any current influencevon éaies,' |
instead giving full weight to }he histg;iif} ﬁattern'that has.emerged
over previous years, To predict sales in the next period (périod‘k
plus 1), we would insert the wéights indicated by the past relation-
ship and express Qk+1 as a function of Qk ’ Qk+1 , and so forth,

The trend line projection method consists of taking this year's |
sales level and multiplying it by the trend factor that has become
apparent over the past few years, to find the projected level of

sales for the next year or the following years.
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We should be very fortunate however, if the actual -
sales levels of subsequent years fell right on the trend line,
| since a multitude of influences may cause actual sales to fall
| below or above the trend. For longer-term projections, when we o
can take the good with the bad over a number of periods,‘trend '
extrapolation may be a relatively useful method, but it is
likely to be a relatively unreliable indicator of the actuél

year-~to-year value of sales,

t

Congtant Growth Rate Projection. The trend extrapolafion

model discussed above imputes a constant absolute increase %o‘
sales in successive pe;iods. A common feature of the real world,
however, is that series tend to grow at a constant rate of qhénge
ratper than a constant abselute change.,

Investors' intentions are similarly highly dependent "
upon their expectations as to thé future levels of aggregate
activity. Investors will feel more confident about investing ‘ |
if they expect aggregate activity to rgmain_high or.inqreése fromv}
its present level, since this has implicat;ons for the degree of
idle‘capacity in future periods., If-the investors! expectatiops
are relatively pessimistic,_we might expect investment projects‘v
tc be posiponed oi canceled, with subsequent impacts upon the
level of aggregate economic activity; The ironic feature about
both consumers' and investors' expectations is that these
expectations tend to become self-fulfilling prophecies. To countef‘{
this phenomenon, we often note governments, banks, and business | .
leaders expressing great confidence in the future levels of
}aggregate economic activity at times when<a11 other 1nd1cat10ns

N

Ny
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imply‘the opposite,

‘The probléms with intention surveys as a forecasting
device are similar to those that occur when surveys are used to o ’
estimété pfescnt levels of the demand parameters, except that
some of these problems are increased by our asking the. consumers .
or investors to predict théir actions far into the future rather .
”than’?%‘_ their current actions. A continuing survey of |
intentions does serve, however, as an ongoing "finger on the pulse"

- of the people who make the demand decisions. Any change in the
expectations,of these decigion-makers, and‘by association a change
in expected future demand levels, should become immediately
apparent. Thus decision-makers have an advance warning of likely
changes. and can plan their production, inventories, and other
matters-mbfe effectively.

Té beter judge the direction of change in the index,

I

the advance warning we may need to use may be a moving average
of the past few weeks or months, or years, . ’ ’
Major limitation of barometric indicators genérally is
that they predict turnlng points only, &hd “hot the magnitudes of
the change, such that we must use some other method to find the
likely magnitude of the change in the variable/ to’be predicted,
‘Thus barometric 1ndicators, like surveys, are mqgg suited to
;short-run forecasting, since theyrrequiré little iead time and
 indicate turning points rather than the general longer-term

direction of sales., Projection techniques, on the other hand,

require substantial preparation time in some cases and in all
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cases génerate the general trend of the data and may incorrectly =
predict the immediate direction and magnitude of the change in
the variable.

l. Use of Simulation as an interactive Managetial
 Tool in Order to Increase Distribution Effectiveness

and Reach the satisfying Objectives

- As previously explained, in verious parts of this papér,‘
the prescriptive approach taken dictates the use of an interactive |
tool for the manager in order to decide on the distribution figures:
for each periodical, for each period of distribution, for each
teriitory. The selling price and cost of this periodical is also
entered int@ the simulation program. The paramaters of regression
model is'éd0pted from the regression eéuations of this paper, but
they could be supplied by any statistically projﬁi,éugable, and

. L

effective regression analysis. (-
. M . N \‘/ . B }
The aim of the simulation program used here is to play

around with the different desiciéns to SeE.W£§t fesultsvthey would
imply if fhey had been applied, thus the desicion-maker has the
‘periodic possibility of aimihg at'maximizing exposure of each
periodical to each territory of distribution, and minimizing the
.returns, thus setting the target size of the market; comparing
actual sales, seing what potential is untouched or seing how the |
sales and distribution change or reflect target changes, thus '

it is also possible to aim at satisficing levels if not satisfying |



' levels. The speed of employing simulation is non-comparable to

' other methods and thus ranks superior.

‘Flowchart of the simulation model used in simplified

form is as such;

(47

The prices and costs of each periodical since they are

constant throughout each territory for the whole year, are given

as such:

‘Name ofVPeriodical

Kadinca

Erkekge

Op&edi

Elegtiri

Nokta

Orgii

»-Toplﬁm ve Insanlar
Bilim Dergisi

Ansiklopediler

. Sara Dizi

. Beyaz Dizi

- LIST OF 1983

Selling Prices(TL)

* 250 TL.,
300 TL.
200 TL.
150 TL,
100 TL"
250 TL,
250 TL.
150 TL.
150 TL.
200 TL.
150 TL.

/“QQEELLELZ
'[f (Cost : 235
\\4c°st : 285
(Cost ¢ 175
(Cost : 135
(Cost : 85
(Cost : 235
(Cost : 235
' (Cost : 135
(Cost : 139
(Cost : 169
(Cost : 115

'~ Then the transitionary program of passage from

| equation employed here in this paper, to the regression

enclosed as Appendix (P-11) and the simulation program,

chart of which has been readily supplied is enclosed as

(P-13)

( 47) As per Figure 2 on page 212

4

T1)

TL) .

TL)
TL)
TL)
TL)
TL)

’ .

TL)

TL)

TL)

L)

. elD

the regression

model is

the flow

Appendix -



olAnl

v

Specify

N Periodical

.
> b 4
Specify Month

to be planned
> =

Enter in territories:

1. Distribution

- selling price . [

eriodical
A p

Calculate sales

profit
Y

Sq?w Residuals

7

e the

decisions

permanent?

Yes

Yes PO you
< want to plan
T
‘ another month?
Yes

any other periodical

Figure 2

(Simulation Flowchart)

quantity, ;/,

{2. Total cost per \\\J
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ihe‘outceme»of each periodiéal is éneldéed as a seperate
set of computer outputs donoﬁed by Appendix (P—liif*
Hénce simulation medel proves to be satisfactory, a very quick}and
easily understandable model and is simply employable. Indeed a
‘luseful interactive tool for the manager which is readily available
for any change which could be reflected into the model. v
' The problem of assessing distribution effectiveness could
be also be formulated as a non-linear, mixed-integer programming
bpt it is quite complex and would not be ready-use to the desicion
| maker. Thus, a simulation mbdel which the manager could use safelj

- with his own prefence limits tan be preferable.

2, sSimultaneous Relationship Between the Regression,

Projection and Simulation Programs.,

As could be readily obsé?ved the three sub-topics
of this chapter of the paper: regression, jrojection, simulation,
though seemingly different topics, are closely interrelated. Here,
merely by virtue of the fact that the market mod'ell, as tried to
be solved by employing the regres;ion analzs{gﬁis.specified
clearly, The projection program is also based on the-informatioh
supplied by this analysis: aﬁd thé simulation model that is in -
effect is élso making use of this regression analysis: thus as
the pyramid gets narrow, the final outcome is based on the simple
underlying assumjions and main analysis. Thus at any desicion
point, be it for future forecasting or analysis of profit: the (45)
48

market model could/should always be revized for accuracy and/or

€48) Actual data should be indiV1dually employed not derivedv
data. RN

¢ ( N



for better results, for better predictive power, by means of ‘
correct choice of variables, value of parameters and more logical
distribution figures. Hence it is not a decisive approaph that is
aimed to be employed here, but just an attempt to analize a way of
thinking, that should be constantly challenged for patching up of
its pitfalls and drawbacks. "
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i J .

As a side-analysis, a Proxy, dummy and error term cduid
be included in the'regression‘analysis, hence improve the predictive |
- powers of both the projection program and the simulation model this
‘Proxy and/or 'dnmmy' could attempt to explain for the general ecchomic
conditions of the country, the advertisement effect, the power of
word-of-mouth, As, sales and distribution history of Geligim improves |
to a span'of say ten years, then a better picture of the function .
could be obtained, and maybe. non-linear-relationships could be |
utilized for better results. A wider use of the simulation model
could be to play with distribution quantities at the same‘month‘fork
each territory respectlvely, and/or at the same territory for each
k‘month respectively.
If individual figures (non—dependent on each other like
'percentage distributions of the same basic 100 percent figures here)
could be employed for the variables, then»better papameters could
Ee employed‘thus leading to better resulté. Mayhe\3 the most important
drawback of this paper is the fact that it implicifly assumes ?hat( N
ﬁhe lower the returns, the better, hence méfe poéitive contfibttion o

.to profit. Any level of returnswiis assumed to be related with costs,

. ¥
i - . |

hence a cost figure. However, in real life, any return below 10 percent
‘,form:any territory, indicates a stockout position, as dictated by th;
mere size of end-point retailers, since communication is not at its
best in this field, in Turkey yet. Hence, this fact could be incorpo-
rated wisely into the picture. Fluctuating costs, fluctuating prices |
is no problem, since at each level,_the present program is interacfive,

and seperate figures could pe supplied for each periodical and for !

each territory.
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. Moreover, advertising revenue could also be implanted,
as well aé subscription sales, for a wider coverage of profits.
| | Where a single equation is inadequate to represent the
factors that determine sales, we may need to develop a multiple
equation model that incorporates a system of equations to explain

‘the interactions that underlie the demand level at any particular
| pbint of time., By pluggung in the forecast values for the
| independent variabies, and assuming that the cogfficients discovered
in eariier testing will be reliable indicators;of)the future
‘relatlonship, we are able to solve the systeméag\simultaneous
L equations for the forecast level of demand in future time periods. | ‘
”Suppose‘that we have found the level of sales to be estimated “ ;
fairly accurately by the system of eqnations, each reflecting a | |
sepeate 'segment' of analysis: and these are to be called

- "econometric models",

 Market Characteristics: Needs and Wants. o

A first market charqpteristic iﬁvolves analysing consuﬁer I»
‘needs and wants-that is, what motivates_them. In fact, several models
of motivation may be adopted in order to structuré research designs.‘
For example, Maslow, (1954) has pﬁt forward a hierarchy of needs,
which sﬁcwé how individuals can be motivated by non-necessities |
such as ‘social, psychological and even spiritual/aesthetic needs,

and continuously aspire for more, Another approach has been Summarised'
by Kotler, (1971) in a Freudian psycho-analytic model, which introdu-

ced the concept of 'good' and 'real' reasons for behavior, The
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regearch implications of this are that indirect questioning
- methods may be needed and that the subconscious may be analysed

through subtle and specialised techniques. Yo

.

.

Segmentation Analysis. Kotler, (1976) suggests &hat-

'the term market is often used in conjuction with some qualifying
%erm that describes a human neéd or productvtype or demographic
group or geographic 1ocation. If marketing offerings cannot
‘genefally hope to be all things td all people, differences between
groups and similarities with}n groups may be analysed for marketing:
‘planning purposés, and thus segmentation surveys will fall under the

- scope of further research, .
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NAME OF
PERIODICAL

TOPLUM VE
INSANLAR

ERKEKGE
17
KADINCA
ORGU
BILIM
ELESTIR?T
NOKTA
SART DIzl
BEYAZ Dizt
ATLAS
COGRAFYA

- EviMiz

HAYVANLAR

PROFESSION GROUPS WEIGHTED AS PER READER PROFILE

STUDENT WORKER
0,015 0.54
0.14 0.14
0.968 0.021
0.12 0.1%
0.05 0.08
0.34 0.31
0.08 0.01
0.179 0,102
0.53 0.09
0.24 0.04
0.042 0.168 °
0.152 0.174
0,082 0.187
0.012

0.134

TABLE I

TECHNICIONS

0.04
0.09
0.01
0.03
0.24
0.02
0.093
0.06
.0.009
0.202

TRADESMEN

CRAFTSMEN

0.17
0.40
0.14
0.11
0.08
0.45
0.187
-+ 0.03
0.011
0.055

o ‘\‘. 00092

0.103 ¢  ~— 0.102

0.113

HOUSEWIVES

EMPLOYEES AND NON WORKERS
0.025 0.21
0.21 0.02
- 0.011 i
0.29 0.31 -
0.25 0.48
- 0.03 0.00
041 0.03 ¥
0.434 0.005
0.16 0.13%
0,27 0.43%
0.464 0.069
0.407 0.11%
0.325 0.201
0.478

0.061




" SEX WEIGHTED AS PER READER PROFILE

TABLE IT

NAME OF o (%) | (%) AVERAGE READER PER
PERIODICAL MALE READER B FEMALE READER ISSUE OF PORTODICAL
TOPLUM VE INSANLAR ' 0.25 i 0.75 o 2.48
ERKEKGE 0.78 0.22 | 2.10
17 0.29 7 0.71 2.50
KADINCA 0.07 0.93 ' 2.13
ORGU | 0.02 _ ~ 0.98 - .t 3.03
BILIM 0.87 0.13 ’ o 3.19
ELESTIRT 0.79 ) 0.21 2.71
NOKTA 0.823 - 0.177 3.4

" SARI Dizt . 0.77 | " 0.23 ‘ | 2.09
BEYAZ D171 0.04 | . 0.96 2.20
ATLAS . S 0.812 - 0.188 3.14
COGRAFYA 0.783 ° 0,217 | 3.08
EVIMIZ ©0.19% - >gﬁso¢ """" ~ 2.90

. HAYVANLAR 0.659 | ' 0341 2.47




EDUCATION WEIGHTED AS PER READER PROFILE

TABLE III

NAME OF : ,

PERIODICAL PRIMARY ORTA | LYCEE UNIVERSTY -

TOPLUM ve INSANTAR 0.13 | 0.14 - 0.56 o 0.17

ERKEKGE ' 0.13 0.17 0.50 0,20 )

17 | 0.663 | 0.169 > 0.117 3 0.051 -

KADINCA 0.12 0.13 0.61 : 0.14

ORGU 0.61 i 0.17 0.127 0.093

BIiLIM 0.047 -0.118 0.341 0.494 ¥ '

ELESTIRI 0.03 0.13 0.22 - 0.62

NOKTA 0.7 0.112 0.294 0.523

SART DIzl 0.41 n 0.29 0.24 0.06

BEYAZ DIzl 0.58 " 0.24 0.11 0.07 o
- / ATLA S 0.3 | ) . 0.132 0.4%5 0.299 | / o ~
“* COGRAFYA 0.83 0.257 0.389 0.171 <

EViMiz 0.151 . | 0.234 | 0.374 0.239 7

HAYVANTAR 0.227 - 0.382 0.314 : 0.077




PERIODICAL

TOPLUM VE
INSANLAR

ERKEKGE
17
KADINCA
ORGY
BITIM
ELESTIRT

> NOKTA

SARI DIzl
BEYAZ D1zl
ATLASLAR
 COGRAFYA

- EViMIz
HAYVANLAR

AGE GROUP WEIGHTED AS PER READER PROFILE

15 - 20

0.16
0.17
0.38
0.15
0.07
0.23
0.07
0.009
0.51
0.48

.0.191

0.13

- "0.228

'0.143

TABLE IV

21 - 30

0.32
O.41
0.61
0.23
0.21
0.%9
0.16
0.093%
0.28
0:28
0.267

© 0.252

0.107
0.213

31 - 40

0.35
0.33
0.01
0.37
0.31
0.26
0.19
0.234

0.11

0.14

0.432
0.348
0.315
0.338

41 - 50

0.12
0.08

0.16
0.22
0.11
0.23 -
0.389
0.03
0.06
0.130
0.22%

" 0.274

0l.181

50 + oo

0.05
0.01

0.09
0.19
0.01
0.35
0.275 -
0.07
0.04
0.080
0.064
0.074
0.065




Y

v

AGE COMPOSITIONS AS PER
~POPULATION SENSUS OF (SSI)

TABLE V
AGE GROUPS (1) POP%%Z%ION
15 - 20 4264499
21 - 30 6364826
31 - 40 4434330
41 - 50 3829884

51 4+ .. , 5045949

1980
POPULATION

6147663
6244214
4998928
4204115
5804851



NAME OF

PERTIODICAL

TOPLUM VE
INSAN

ERKEKGE
17
KADINCA
ORGU
BILIM

. ELESTIRI
NOKTA
SART DIzl

BEYAZ DIzl

~ ATTAS
COGRAFYA
EVIMiZ
HAYVANLAR

R
B
R
B
R
B
R
B
R
B
R
B
R
B
R
B
R
B
R
B
R
B
R
B
R
B
R
B

15 - 20

983 .626
396.623
1.045.10%
497.668
4,271 . 351
1.709.740
922,149
432,934
142.025
430.336
1.413.962
443,248
430,336
158.796
55.3529
“17.077
3.135.308
1.500.147
2.950.878
1.341.308
1.174 204
3734950
694 .685
225,547
1.401.667
483,333
879.115
355,917

GROUP OF PERIODICALS

21 - 30

1.991.748
803%.124
2.551.928
1.215.204
62.442
24,977

1.431.569

672.098
431 .381

1.3%07.085

2.427.443
760.954
995.874
3674381
580.712

179.232 -
1.810.822

866.422

1.748.3800

794.718
1.667.205
530.957
1.573.541
510.890

668.130

230.390,
1.3320.017.

538.468

TABLE VI-

31 - 40

T 1.749.625

705.494

1.649.646
7854546

1.849.603
868,358
511.442

1.549.668

1.299.721
407 .436
949796
3504478

1.169.749

361,034
549.882
263%.101
699. 82@
318.1Y4
1.648.638
526.509
1.739.626
564.81%
1.574.662
542,987
1.689.637
684.063

P
-

41 - 50

504 4494
20%.425
336.329
160.157

672.658
315,802
305.249
924,905
462.453
144.970
966.946
356.807
1.635.401
504,753
126.123%
60.346

. 252,247
N 114.658
546.535
174,056
937.517
304.%88
1.151.927
397.216
760.944
308.074

READER (R).AND BUYER (B) POPULATION AS PER AGE

51 + ..

290.243
117.03%3%
58.049
27.642

60.5%9
28.422

- 57.997
175.732
58,049
18.197
2.03%1.698

749 .704

1.596.334
492,696
406.340
194.421
232.194
105.543

13.924
© 4,435
371.510
120.620
429.559
148.123
377.315
152.759

TOTAL BUYER

2.225,699
2,686.217
1.734.717
2.317.614
1.755.484
1.774.805
1.983.168
1.554.792
2.884.437
2.674.341
1.619.907
1.726.260
1.802.050
2.039.283



NAME OF
PERTODICAL

TOPLUM VE
INSAN

ERKEKCE
17
KADINCA
ORGU
BILIM
ELESTIRI
" NOKTA
SARI DIzt
BEYAZ D1zl
ATLAS

~ COGRAFYA
EVIMIZ
HAYVANLAR

TRAKYA

138.639

233,164

150.573
201.169

125.695

154,053

172.13%9

134,456 -

250.369
232,133
140.608
149.839
156.418
177.010

REGIONAL DISTRIBUTION OF READER POPULATION
OF PERIODICALS (1980)

KADIKOY

74,189
108.523
70.083

93.632

58,503
71.702
80.120

62,814,
116.531
108.043 -

65.444

| 69.741

72.803

82.387

ADANA

73.893
84.616
54 .644
73,005
“45.615
55.906

. 62.470

48,976
90.860
84,242

.51.027
54,377
56.765
64,237

TABLE VII

ANKARA

142,445
214,091
138.257
184,714
115.413
141.452

158.058

123,917

'229.890

213.145
129,107
137.583
143,623
162.5%1

1GEL BURSA 1zMIR TASRA
42,066 57.200 106.388 1.598.943
52.113 4,677 139,146  1.929.777
33,654 48,225  89.858 1.246.423 ~
44,962 64,430 120.052 1.664.974
28.093 40,257  75.011  1.664.973
34,431 49,340 91.935 1.261.139 -~
38,473 55,132 102.728  1.424.707
30.163 43,223 80.538 1.116.962
55.958 80.187 149.414 2.072.179
51.882 70,347  138.531 1.921.246
31.426 45,033 83.915/“\1,;§3.741
33,489 47,990  89.420 1.240.145
34,960  50.097  9%.346  1.294.592
39.562 56,692 105.635 1.465.020




NAME OF
PERTIODICAL

TOPLUM VE

INSAN
ERKEKGE
17
KADINCA
ORGU
BILiM
ELESTIRT
NOKTA
* SARI Dizi
BEYAZ D1zl
ATLAS
COGRAFYA

EviMiz
- HAYVANLAR

TRAKYA

58
70
45
60
58

51

75
69
42
45
47
53

REGIONAL DISTRIBUTION OF READER POPULATION

KADIKOY

22
27
17
23
15
18
20
16
29
27
16
17
18
20

DENSITY OF PERIODICALS (1980)

o

TABLE VIIT
ADANA ANKARA
4,42 4.49
5.34 5.42
3.45 3.5
4.60 4.67
2.88 2.92
3453 3.58
3.94 4,001
- 3.09 3.14
5.73 5.82
5.31 5.39
3,22 3,27
3,43 3.48
3.58 3.63

4.05

4,11

1GEL

2.91
3.51
2.27
5.03
1.89
2.32
2.59
2.03
5.77
3.49
2.12
2.25
235
2.66

BURSA

6.14
741
4,79
6.40
4,001
4.90
5.47
4,29
7.96
7.38
4,47
4.76
4,97
5.63

TZMIR

9.64
11.65
7.52
10.05
6,28
7.70
8.60
6.65
12.51
11.60
7.03

749

7.82
8.8“.

TASRA

2.2%
2.69
1.74
2.32
2.32
1.77
1.98
1.56
2.88
2.67
1.62
1.73
1.80
2,04




NAME OF
PERIODICAL

TOPLUM VE
INSAN

ERKEKGE
17
KADINCA
ORGU
BiLIM
ELESTIRI
NOKTA

- SARI DIZI

BEYAZ Dizi
ATLAS
COGRAFYA
EVIMIZ

- HAYVANLAR

TOTAL READER AND BUYER POPULATION AS PER

AGE GROUPS- OF PERIODICALS (1975)

TABLE IX

READER POPULATION AS PER AGE GROUPS

15 -20 21 - %0
682,319 2.03%6.744
724,965  2.,609.579
4,221.854 63,643
639.675  1.463.910
298.515 1.33%6.613
988.835  2.482.282
298.515 1.018.372
38.380 591.929
2.174.894 1,782,151
2.046.960 1.782.151"
814.519  1.699.409
481.888~-.1.603.936
972.306 . 681.0%6
609.823  1.355.708

31 - 40 41 - 50 51 + ..
1.552.016  459.586  252.297
1.463.329 206,391 50,459
1.640,702 612,781 454,135
1,374,642 842,574 958,730
}.152,926  421.287 504459
. 842.52%3  880.873 1.766.082
1.037.633 1.489.825 1.387.636

487,776  114.897 353,216
620.806  229.793 201.838
1.494.369 497,885 403,676
1.543.147 854,064 322,941
1.%396.814 1.049.388  373.400
693.209 222.941

1.498.804

TOTAL
READER

- AVERAGE

READER

TOTAL BUYER

POPULATION PER ISSUE POPULATION

4,982.962

- 5.154.723

4,285,497
4.811.203
4,811.074
5.095.789
4,806 .365
4,545,403
4,912,934
4,881.548
4.909.858
4,805,976
4,472,944
4,480,487

2.48
2.10
2.50
2.1%
3.03
3.19
2.71
3.24
2.09
2,20
.14
3.08
2.90
2.47

- 2.,009.259
- 2.454.630

1.714.199
2.258.782
1.578.813
1.597.426
1.773.566
1.402,902
2+350.686
2.218.885
1.563.649
1.560.%82
1.542.394
1.813.962




WEIGHT OFERCTOG

POPULATION

PERTODICALS

TOPLUM
ERKEKGE
17
KADINCA
ORGU
BITIM

_ ELESTIRI
NOKTA
SARI D1zl
BEYAZ D1zl
ATTAS

- COGRAFYA
EVIMIZ
HAYVANLAR

REGIONAL DISTRIBUTION OF BUYER
POPULATION OF PERIODICALS

32651

(1975)
TABLE X
(0.065)  (0.0%2) (0.031) (0.064) (0.018) (0.024)  (0.042)  (0.725)
TRAKYA ~ KADIKOY ~ ADANA  ANKARA  IGEL BURSA  1ZMIR  TASRA
144670 71222 68997 142445 40063 53417 93479 1456712
159551 . 78548 76094 157096 44183 58911 103094 1779607 -
111423 54854 53140 109709 30856 41141 . 71996 1242794
146821 72281, 70022 144562 40658 54211 94869 1637617
103208 50810 49222 101620 28581 38108 66688 1151164
10%83% 51118 49520 102235 28754 38338 67092 1158134
115082 56754 54981 113508 31924 42566 74490 1285835
01189 44893 43409 89786 25252 33670 58922 1017104
152795 75222 72871 154444 42312 56416 98729 1709247
144228 71004 . 68785 142009 39970 53253 93193 1608692
101637 50037/ 48473 100074 28146 37528 65674 1133646
101425 49932 - hg3z2 99862 28087 37449 65536 1131277
100256 49357 ‘47814 98713 27763 37017 6478l 1118236
117908 58047 56233 116094 43535 76186 1315122



REGIONAL DISTRIBUTION OF READER POPULATION.
DENSITY OF PERIODICALS (1975)

TABLE XI *
NAME OF ' |
PERTODICAL TRAKYA KADIKOY ADANA ANKARA 1CEL BURSA 17zMIR TASRA
TOPLUM ve i : ~
INSAN 54.00 19.00 3.73 4,29 2.5 5.18 7.66 2.03%
ERKEKGE 66.00 24.00 4,55 5424 3.05 6.33 9.35 2.48
ONYED 46,00 17.00 3.18 3.66 2.13 4,42 6.5% 1.73 =
KADINCA 61 .00 22.00 4,21 4,82 2.81 5.82 '8.61 2.28
ORGU 43,00 15.00 . 2.92 3.39 1.98 4,09 6.05 1.60
BILIM 4% .00 15.00 3.01 3.41 1.99  4.12 6.09 1.61
ELESTIRI - 48.00 17.00 3.33 - 3.79 2.21 4,57 6.76 1.79 |
_ NOKTA 38.00 14.00 2.60 3.00 1.75 3.62 5.35 1.42
SART DIzl 64.00 23,00 " 4.36  5.02 2.92 6.06 8.96 2.37
BEYAZ DIzl 60.00 21.00 I 4.2 4.74 2.76 5.72 8.46 2.24
© ATLASLAR 42,00 15.00  2.90 334~ 1.93 4.03 5+96 1.58
COBRAFYA 42,00  15.00 2.89 3.3 194 4,02 5495 1.57
EviMiZ 42.00 15.00 - 2.86 3.29 © 1.92 3.98 5.88 1.56

HAYVANLAR 49.00 17.00 - 3.36 3.87  2.26 4,68 6.91 1.83




REGIONS

TRAKYA
KADIKOY
ADANA
ANKARA
ICEL
BURSA
IzMIR
TASRA

TOTAL

TOTAL
1975

2616074
1288514
1240475
2585293
714817
961639
1673966
20266941

40347719

- REGIONAL DISTRIBUTIONS TOTAL
POPULATION AND RESPECTIVE POPULATION -
DENSITY WEIGHTS

POPULATION

1980

3100044
1491262
1485743

2704101

843931
1148492
1826183

32137201

44736957

TABLE XII

AREA (Km2)

| 2405
3317
16712
29968
14471
9311
11022
718483

805689v

0.065

0.032
0.031
0.064
0.018
0.024
0.042
0.725

REGIONAL POPULATION ALLOCATION WEIGHTS
1975

1980

0.06229
0.03333
0.0332 -
0.06044
0.0189
0.0257
0.0478
0.7184



TABLE XIII

Factor — Testing Tables

Table (A)
Table (2) -
Table (3)

225




_ PERTODICAL i (SALES)

AN

N

, TABLE (4)

months /f erritory -

K/ J 1 2 3 4 5 6 .7 8 SUM 1
1 100 50 200 500 300 600 800 450 3,000 -
2 150 75 250 400 350 500 600 400 3,725
3 180 120 120 300 500 400 300 250 2.170
4 120 140 130 280 200 350 350 350 1.920
5 100 110 80 250 600 350 400 350 2.290
6 50 80 1100 260 300 1400 400 400 1.990
7 60 190 90 300 200 300 250 600 1.890
8 90 60 60 320 150 200 300 550 1.73%0
9 100 70 100 380 250 200 350 450 1.900

~.10 120 100 150 400 300 350 400 450 2.270

1 180 100 200 500 450 750 550 450 3.180
12 200 120 180 550 600 800 600 500 3,550
SUM 2 1.450  1.115  1.660  4.440 4,200 - 5.200  5.300  5.200 28.565




PERIODICAL i (TERRIORY FACTORS)

TABLE AxS8

7 TABLE 2=
SUM 1

Month\Terr. 1 2 3 4 -5 6 7 8 SUM
1 0.2667 0.133% 0,5333 1.3333 0.8 1.6  2.1333 1.2 8
2 0.4403 0.2201 0.7340 1.I743 1.0275 1.4679 1.7614  1.1743 8
3 0.6655  0.4423  0.4423 1.1060 1.8433 1.4747 1.1060  0.9216 8
4 0.5000 0.5833 0.5416 1.1667 0.8333 1.4583 1.4583  1.4583 8
5 0.3494  0.3842 0.2794 0.8733 2.0960 1.2228 1.3973 1.2228 8
6 0.2010  0.3216  0.4020  1.0852 1.2060 1.6080 1.6080  1.6080 8
7 0.2540  0.3809 ~0.3809° 1.2699 0.8465 1.2699 1.0582  2.5397 8
8 0.4161  0.2774  0.2774 1.4798  0.6937 0.9249  1.3872  2.5433. 8
9 0.4210  0.2048 0.4210 1.600  1.0527 0.8421 1.4737 1.8948 8
10 0.4230  0.3524 0.5%87 1.4097 1.0572  1.233%  1.4097  1.5860 8
11 0.4528  0.2515 0.5031 1.2579 1.1320 1.8868 1.3837 1.1320 8
12 0/4507  0.2704 0.4057 1.2395 1.3521 1.8029 1.3521 1.1268 8

sM 6 4.8385 3.9123  5.4494 14,9556 13.9403 16.7917 17.5289 18.4076

Average .
Territory _
s§§020§ 12 0.4032  0.3260  0.4541 i:2465 1.1616  1.2993 1.4607 1.5340 8 -




SRIODICAL i (SEASONALITY FACTORS) -

DABTE 3 TABLExAx12
o osm 2 | : Seasonaiity
ontM\Terr. 1 2 5 o4 5 & 7 8 SUM 3 s 37 8
T 0.8276  0.5240 1.4457 1.3513 0.8571 1.3846 1.8113 1.0384%  9.2400 1.1550
2 1.2414  0.7860 1.8072 1.0810 1 1.1538 1.3584+ 0.9230  9.3508 1.1688
R 1.4896 1.2576 0.8674 0.8108 1.4285 0.9230 0.6792 0.5769  8.0330 -~ 1l.0041
4 0.9931  1.4672 0.9397 0.7567 0.5714 0.8076 0.7924 0.8076  7.1357 0.8919
5 0.8276 1.1528 0.5783 0.6756 1.7142 0.8076 0.9056 0.8076  7.4693 0.9%36.
6 0.4138  0.8384 0.7228 0.7027 0.8571 0.9230 0.9056 0.9230  6.2864 0.7858
I, 0.4966 0.9432 0.6506 0.8108 0.5714 0.6923 0.5560 1.3846  6.115 0.7644
8 0.7448  0.6288 0.4337 0.8648 0.4285 0.4615 0.6792 1.2692  5.5105 o.gssé
9 0.8276  0.7336 0.7228 1.0270 0.7142 0.5615 0.7924 1.0384  6.3175 0.789%
T 10 0.9931  1.0480 1.0843 1.0810 0.8571 0.8076 0.9056 1.0384%  7.8151 0.9768
11 1.4897 1.0480 1.4457 1.3513 1.2857 1.7307 1.2452 1.0%84  10.6347 1.3293
12 1.6552 1.2576 1$5612/;i14864' 1.7142 1.8461 1.3584 1.1538 11,7729 1.4716
UM - 4

12 12 13 7 12 12 12 12 12 £=12




	Tez2824001
	Tez2824002
	Tez2824003
	Tez2824004
	Tez2824005
	Tez2824006
	Tez2824007
	Tez2824008
	Tez2824009
	Tez2824010
	Tez2824011
	Tez2824012
	Tez2824013
	Tez2824014
	Tez2824015
	Tez2824016
	Tez2824017
	Tez2824018
	Tez2824019
	Tez2824021
	Tez2824022
	Tez2824023
	Tez2824024
	Tez2824025
	Tez2824026
	Tez2824027
	Tez2824028
	Tez2825001
	Tez2825002
	Tez2825003
	Tez2825004
	Tez2825005
	Tez2825006
	Tez2825007
	Tez2825008
	Tez2825009
	Tez2825010
	Tez2825011
	Tez2825012
	Tez2825013
	Tez2825014
	Tez2825015
	Tez2825016
	Tez2825017
	Tez2825018
	Tez2825019
	Tez2825020
	Tez2825021
	Tez2825022
	Tez2825023
	Tez2825024
	Tez2825025
	Tez2825026
	Tez2825027
	Tez2825028
	Tez2825029
	Tez2825030
	Tez2825031
	Tez2825032
	Tez2825033
	Tez2825034
	Tez2825035
	Tez2825036
	Tez2825037
	Tez2825038
	Tez2825039
	Tez2825040
	Tez2825041
	Tez2825042
	Tez2825043
	Tez2825044
	Tez2825045
	Tez2825046
	Tez2825047
	Tez2825048
	Tez2825049
	Tez2825050
	Tez2825051
	Tez2825052
	Tez2825053
	Tez2825054
	Tez2825055
	Tez2825056
	Tez2825057
	Tez2825058
	Tez2825059
	Tez2825060
	Tez2825061
	Tez2825062
	Tez2825063
	Tez2825064
	Tez2825065
	Tez2825066
	Tez2825067
	Tez2825068
	Tez2825069
	Tez2825070
	Tez2825071
	Tez2825072
	Tez2825073
	Tez2825074
	Tez2825075
	Tez2825076
	Tez2825077
	Tez2825078
	Tez2825079
	Tez2825080
	Tez2825081
	Tez2825082
	Tez2825083
	Tez2825084
	Tez2825085
	Tez2825086
	Tez2825087
	Tez2825088
	Tez2825089
	Tez2825090
	Tez2825091
	Tez2825092
	Tez2825093
	Tez2825094
	Tez2825095
	Tez2825096
	Tez2825097
	Tez2825098
	Tez2825099
	Tez2825100
	Tez2825101
	Tez2825102
	Tez2825103
	Tez2825104
	Tez2825105
	Tez2825106
	Tez2825107
	Tez2825108
	Tez2825109
	Tez2825110
	Tez2825111
	Tez2825112
	Tez2825113
	Tez2825114
	Tez2825115
	Tez2825116
	Tez2825117
	Tez2825118
	Tez2825119
	Tez2825120
	Tez2825121
	Tez2825122
	Tez2825123
	Tez2825124
	Tez2825125
	Tez2825126
	Tez2825127
	Tez2825128
	Tez2825129
	Tez2825130
	Tez2825131
	Tez2825132
	Tez2825133
	Tez2825134
	Tez2825135
	Tez2825136
	Tez2825137
	Tez2825138
	Tez2825139
	Tez2825140
	Tez2825141
	Tez2825142
	Tez2825143
	Tez2825144
	Tez2825145
	Tez2825146
	Tez2825147
	Tez2825148
	Tez2825149
	Tez2825150
	Tez2825151
	Tez2825152
	Tez2825153
	Tez2825154
	Tez2825155
	Tez2825156
	Tez2825157
	Tez2825158
	Tez2825159
	Tez2825160
	Tez2825161
	Tez2825162
	Tez2825163
	Tez2825164
	Tez2825165
	Tez2825166
	Tez2825167
	Tez2825168
	Tez2825169
	Tez2825170
	Tez2825171
	Tez2825172
	Tez2825173
	Tez2825174
	Tez2825175
	Tez2825176
	Tez2825177
	Tez2825178
	Tez2825179
	Tez2825180
	Tez2825181
	Tez2825182
	Tez2825183
	Tez2825184
	Tez2825185
	Tez2825186
	Tez2825187
	Tez2825188
	Tez2825189
	Tez2825190
	Tez2825191
	Tez2825192
	Tez2825193
	Tez2825194
	Tez2825195
	Tez2825196
	Tez2825197
	Tez2825198
	Tez2825199
	Tez2825200
	Tez2825201
	Tez2825202
	Tez2825203
	Tez2825204
	Tez2825205
	Tez2825206
	Tez2825207
	Tez2825208
	Tez2825209
	Tez2825210
	Tez2825212
	Tez2825213
	Tez2825214
	Tez2825215
	Tez2825216
	Tez2825217
	Tez2825218
	Tez2825219
	Tez2825220
	Tez2825221
	Tez2825222
	Tez2825223
	Tez2825224
	Tez2825225
	Tez2825226
	Tez2825227
	Tez2825228
	Tez2825229
	Tez2825230
	Tez2825231

