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ABSTRACT

ThisstudyisconductedinWOW springWaterCompanyinordertoknow the

assessmentofphysicaldistributionpracticeofthecompany.Thestudywasimportant

toassessthephysicaldistributionoftheorganizationisgoingonrightthingsornotin

ordertoarrangeobjectives.Thedatawerecollectedbyusingprimaryandsecondary

data.Thesamplesizeofcustomerswereselectedbyusingnonprobabilitysampling

speciallyconveniencesamplingtechniques,questionnairesdistributedtothem 150

respondentandthedatawereanalysedusingdescriptiveresearchstatisticspresented

withformoftableandpercentage.Finallyfromthefindingsofthequestionnaireand

interviewtheresearcherdrawaconclusion.....Giverecommendationandconclusion

bodyoftheorganization.
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CHAPTERONE

INTRODUCTION

1.1.Backgroundofthestudy

Physicaldistributioninvolvesplanning,implementing,andcontrollingthephysicalflow

ofgoods,services,andrelatedinformationfrom pointsoforigintopointsof

consumptiontomeetcustomerrequirementsataprofit.Inshort,itinvolvesgettingthe

rightproducttotherightcustomerintherightplaceattherighttime.(Kotler,2005)

Physicaldistributioninvolvesplanning,implementing,andcontrollingthephysicalflow

offinishedgoodsfrompointsoforigintopointsofusetocustomerneedsatprofit.

Customer

Attractionandsatisfactionishighlyinfluencedbytheseller'sphysicaldistribution

capabilities&decisions.Traditionalphysicaldistributionhastypicallystartwith

productsattheplantandtriedtofindlow-costsolutiontogetthem tocustomers.

However,today'smarketersprefermarketlogisticsthinkingwhichstartswiththe

marketplaceandworksbackwardtothefactory.Physicaldistributionconsistsofthe

activitiesmarketingconcernwithmovingtherightamountoftherightproducttothe

rightplacetotherighttime.(Stanton,1998).

AccordingtoAnderson,(2008)timeandspaceofcustomerservicebecomeaninternal

partofmarketing.Physicaldistributionisabranchofbusinesslogisticsthatdealswith

themovementstorageandprocessingofordersforfirmoutput.Physicaldistribution

concernwithfinishedandsemi-finishedgoods(goodsthatarethecompanyoffersfor

saleandforwhichthefirmsplansnofurtherprocessing)fromthetimeofproduction

completeuntilthebuyertakespossessionofthegoodsaretheresponsibilityofthe

logisticians whomayremainthem attheplantwarehouseshipthem directlyto

customer.Thephysicaldistributionconceptemphasizestheconnectionbetweencosts

andservicelevelsandaimstominimisethetotaldistributioncostsatthegivenlevel.

1.3.StatementoftheProblem
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Themarketingprocessisnotcompletesimplybycreatingasuperqualityproductand

bycreatingacustomerbyaggressivesalesmanship.Deliveringtheproducttothe

customerattherighttimeandplaceisanequallyimportantfunctioninmarketing.In

the process of marketing this vital function is called physical

distribution.(sherlekar,2007).

ThePhysicaldistributionconceptsaysthatalltransporting,storingandproduct

handlingactivitiesofabusinessandawholechannelsystemshallbecoordinateas

onesystemthatseektominimizethecostofdistributionforagivencustomerservice

level.Bothlowercostsandbetterserviceshelptoincreasecustomerservice

level.(perrealult,2007).

Thestudentresearcherconductthisresearchpaperwere,companyhave|not

mechanismtogiveorderprogressinformationforcustomersanditisnotidenticalfor

allthecustomersandthecompanydidnotdeliverquantityorderinrightdateandtime

forcustomer(Kotler,2012).

1.4.BasicResearchQuestions

1.Howefficientoreffectivedoesthecompany’sorderprocessingtimecycle?

2.Howdoestheinformationexchangepracticewiththecustomersaboutthephysical

distribution?

3.Howeffectivedoesthecompanyondocumenthandingofthephysicaldistribution

practice?

1.5.ObjectiveoftheStudy

1.5.1.Generalobjective

Thegeneralobjectiveofthestudyistoassessthephysicaldistributionpracticeof

WowspringWaterCompany.
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1.5.2.Specificobjectives

 Toassesstheefficiencyofthecompany’sorderprocessingtimecycle.

 Toevaluatetheinformationexchangepracticewiththecustomersaboutthe

physicaldistribution.

 Toassesstheeffectivenessofthecompanyondocumenthandingofthe

physicaldistributionpractice.

1.6.SignificanceoftheStudy

Attheveryoutsettheresearchwasveryimportanttothestudentresearcherin

enhancingtheabilitytowardsundertakingaresearch.Itcanalsogiveaninsightfor

otherresearcherswhoareinterestedinconductingaresearchwiththesametopic.It

alsowouldbeveryhelpfulforthecasecompanyindirectingthesolution.

1.7.Limitationofthestudy

Anytypeofresearchmayhaveitsownlimitation.Thedegreeoflimitationisdepending

onthesituationthattheresearcherswereinvolved.Somerespondentswerenotwilling

torespondatthetimeofdatacollection.

1.8Scopeofthestudy

ThestudywasconductedintheWowspringWaterCompanylocatedaroundin

chehawordainamorameda,SNNPregion.Thestudyperceptionsofcustomerand

managersofWowspringWaterCompanyregardingtotheorganizationdistribution.

Thedelimitationofthestudyemphasisonthefactorthoseaffectdistributionpractice

Wowspringwatercompany.Sincethedistributionpracticeverywideandbroadsothe

studywouldfocusonlyondistributionpracticeofthecompany.Theresearcherwould

notincludeothercompany.

1.9Organizationofthestudy

Theresearchhasfivechapters.Thefirstchapterincludesbackgroundofthestudy,

statementoftheproblembasicresearchquestions,objectiveofthestudy,significance
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ofthestudy,limitationofthestudy,organizationofthestudy.Chaptertwoincludes

reviewofliterature;chapterthreeincludesdatadesignandmethodology.Chapterfour

includespresentationanalysesandinterpretation.Chapterfiveincludessummary,

conclusionandrecommendation.

CHAPTERTWO

REVIEWOFRELATEDLITERATURE

2.1.OverviewofPhysicalDistribution

Physicaldistributioninvolvesplanning,implementing,andcontrollingthephysicalflow

offinishgoodsfrom pointsoforigintopointsofusetocustomerneedsatprofit.

Customerattractionandsatisfactionishighlyinfluencebytheseller'sphysical

distributioncapabilities& decisions(Kotler.2012:P.146).A traditionalphysical

distributionhastypicallystartedwithproductsattheplantandtriestofindlow-cost

solutiontogetthemtocustomers.However,today'smarketersprefermarketlogistics

thinkingwhichstartswiththemarketplaceandworksbackwardstothefactory.

Logisticsaddressesnotonlytheproblemofoutbounddistributionbutalsotheproblem

ofinbounddistribution.Thus,thelogisticsmanager'staskistocoordinatethewhole–

channelphysicaldistributionsystemi.e.theactivitiesofsuppliers,purchasingagents,

marketers.Channelmembers,andcustomers(Stanton,1998:P.256).Physical

distributiondescribestheboardrangeofactivatesconcernwithefficientmovementof

finishproductsfrom theendoftheproductionlinetotheconsumer.Physical

distributionthen,dealswiththeflowofproductsfrom producerstoconsumers.Its
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majorfocusisthephysicalaspectsofthatflowratherthantheinstitutionactivities

withinchannelsofdistributiondealingwithchangingtitle,facilitationexchanges,and

negotiatingwithintermediaries(Brown,2006:P.88).Physicaldistributionmanagement

focusesonallmaterialsactivitiesthatcomeafterthecompletionofafinishproduct:i.e.

from finishgoodsinventorytocustomerdeliveryandservice(kotler,2012:P.142).

Physicaldistributionincludesspecificactivitiessuchas:Orderreceiptandprocessing;

Storageandhandling;Deploymentofinventories;Outboundtransportationwithina

channelofdistribution(Aaker,1997:P.265).̀

2.2.Importanceofphysicaldistribution

Physicaldistributionisanactivityofplacinggoodstocustomer,indoingsoitgives

greatimportancetoboththecustomer&theproducer.Theseincludeimproving

customerservice,reducedistributioncost,expansioninproductvariety,generating

additionalsalesvolume,stabilizingprice,andadjusttodifferencesinproductionand

consumption:createtimeandplaceutilitiesetc.Generally,Physicaldistributionhasthe

followingmeritsforanorganization:

2.2.1.ImproveCustomerService

Customerserviceandsatisfactionhavebecomethecomerstonesofmarketing

strategyinmanybusinesses,anddistributionisanimportantcustomerservice

element.Awellrunlogisticssystem canimprovethedistributionserviceafirm

providesitscustomerwhethertheyaremiddlemenorultimateusers.Physical

distributionisnotonlyacost;itisapotenttoolincompetitivemarketing.Thelevelof

customerservicedirectlyaffectsdemand.Thisisespeciallytrueinthemarketingof

non-differentiateproducts;companiesarefinding thattheycan attractmore

customersbygivingbetterserviceorlowerpricesthroughphysicaldistribution

improvements.Ontheotherhand,companiesmaylosecustomerswhentheyfailto

supplytherightproductsontime(Robbins,2011:P.268).

2.2.2.ReduceDistributionCosts

Physicaldistributionisamajorcostelementformostcompanies.Poorphysical
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distributiondecisionsresultinhighcosts,Improvementsinphysicaldistribution

efficiencycanyieldtremendouscostsavingsforboththecompanyanditscustomers

(Ravlin,2007:P.289).

2.2.3.Expansion

Theexplosioninproductvarietyhascreateaneedforimprovephysicaldistribution

managementordering,shipping,stockingandcontrollingsuchavarietyofproducts

presentsasizablelogisticschallenge(Brown,1995:P.341).

2.2.4.GeneratingAdditionalSalesVolume

Aproperlydesignlogisticsystemcanalsohelpgenerateadditionalsalesvolume.Such

asystem minimizesout-of-stockcondition,therebyincreasingbothsalesand

customersatisfaction.Aresponsivesystem canshortentheordercycleandthus

reduceinventoryrequirements,thecostsavingscanthanbepassingontocustomers

intheform oflowerprices,againleadingtoincreasesales,increaseefficienciesin

physicaldistributionoftenenablesellerstoexpandtheirgeographicmarkets(Rokeach,

2003).

2.2.5.StabilizingPrice

Carefulmanagementofwarehousingandtransportationfacilitiescanhelptostabilize

pricesforanindividualfirmofforanentireindustry.Ifamarketistemporarilyglutwith

acertainproduct,sellerscanstoretheproductunitSupplyanddemandconditionsare

moreinbalance.Thismanagerialuseofwarehousingfacilitiesiscommoninthe

marketingofagriculturalproductsandotherseasonallyproducesgoods(Heskett,2002:

P.229).

2.2.6.CreateTimeandPlaceUtilities

Theeconomicvalueofstorageisthefactsthatitcratestimeutilities,aproductmaybe

properlylocatewithrespecttoitsmarket.Butthetimingmaybesuchthatthereisno

presentdemandforit.Managementaddspreciousvaluetothisitemsimplybyholding

andproperlypreservingitinstorageuntilthedemandarises.Consumptionsasinthe
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caseofagriculturalproductsareseasonal.Properuseofwarehousingfacilities

enablesaproducertostoretheseasonalsurplussothatitmarketlongafterthe

harvesthasended.Inotherinstanceswarehousinghelpstoadjustyearround

productiontoseasonalconsumption,asinthecaseofumbrella,manufacturesprefer

toproduceonayear–roundbasistooperatetheirplantsmoreefficiently.Forthis

enoughsurplusstockmustbestoreduringtheoff-seasontomeetthepeak-season

demandwithoutrequiringovertimeoperationoradditionalplantcapacity(Ballmer,

1995:P.266).

2.3.Thetotalcostapproach

Typically,management’sattemptstohandlethecomplexesproblem posebythe

increasingcostofdistributionhavebeenofapiecemealnature.Thatisindividual

activitycentreshavebeingexampleforpossibleimprovements,seeminglywithout

lingerefortheeffectsthatanychangemighthaveonotheractivitycentres.For

example,attemptingtocutcostsintransportationmightwellleadtodisproportionately

highercostsinventoryholdingelsewhereinthesystem.Moreabletorecognize,andis

preparetotakeadvantageof,the"tradeoff's"whicharefoundtobepre-testinonly

givensituation.Atradeoffoccurswhencostsareconsciouslyincreasebeastfitsfrom

anotheractivitycentre,orfrom theaggregateeffectofotheractivitycentres.Inall

casestheobjectiveistoachieveanetgain.Thesuccessfulidentificationofcosttrade-

offsisthecruxoflogisticssystemsengineeringandisthusthekeytoenhance

corporateprofitability(becauseitproducesadditionalfundseitherthroughcostsaving

orrevenuegeneration,orboth)However,trade-offaphesiscanbecomplexandtime-

consumingbecausetheprocessrequiresdetailconsiderationofallrelevantactivity

centreswithinthelogisticssystem,andthelistingofallthealternativemethodsof

perfumingthesisrespectivefunctions(Ven,2000:P.190).

2.4.Elementoftotalcost

(Jackson,1999:P.257).Elementoftotalcostare;

Intra-elementtrade-offs:Trade–offswhichoccurwithinindividualelementsofthe

distributionmix,forexample.Thedecisionetherusesone'sownfleet,orhosesa
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contractcarrier.Similarityinwarehousingthedecisionmayliebetweenusing&

operatingone'sownfacilitiesorleasingapublicwarehouse.

Intra-functionaltrade-offs:Trade-offswhichoccursbetweenelementsofthe

distributionmixitmightberelatewiththeuseofpremiumtransportation.

Forexample,theuseofairfreight,althoughapparentlymoreexpensivethanthe

alternativesurfacemodes,iscapableofreducingrepaymentstosuchanextentthat

theoveralleffectisanetsaving.

Inter-functionaltrade-offs:Trade-offs which occuratthe interface between

distributionandotherfunctionalareaswithinthefirm.Regardlessofwhomhasdirect

managerialresponsibilityforaparticularactivityallfunctionaffectbythatactivityshall

havesomeinputtothedecisionsmaking.Theclassicexampleisthatofproduct

packagingwhichhastwodistinctlydifferenttasks:promotion&protection.Butthe

package,whichbestprotectsaproductmaywellbeunsuitableforpromotional

purposes.Anotherexamplemaybethatofmarketingpeoplewantingtohighloveof

productaavailabilitytogetherwithaproductrange-thisobviouslyposesproblemsfor

thedistributionfactionwhichcanusuallyonlyberesolvetobesteffectbyexploringthe

rateofalternatives.

2.5.Objectivesofphysicaldistribution

Manycompaniesstatetheirphysicaldistributionobjectiveasgettingtherightgoodsto

therightplaceattherighttimefortheleastcost.However,nophysicaldistribution

systemcansimultaneouslymaximizecustomerserviceandminimizedistributioncost.

Maximum customerserviceimplieslargeinventories,premium transportationand

multiplewarehouses,allofwhichraisedistributioncostminimum distributioncost

impliescheaptransportation,lowstokes,andfewwarehouses.Acompanycannot

achievephysicaldistributionefficientlybyaskingeachphysicaldistributionmanager

tominimizehisorherowncosts.Physicaldistributioncostsinteract,ofteninand

inverseway;thetransportmanagerfeversrailshipmentoverairshipmentwhenever

possible.Itreducesthecompany'sfreightbill.However,becausetherailroadsare
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slower,railshipmenttiesupworkingcapitallonger,delayscustomerpayment,and

mightcausecustomerstobuyfromcompetitorsofferingfasterservice.

Theshippingdepartmentusescheapcontainersastominimizeshippingcosts,this

leadstoahighrateofdamagegoodsintransitandcustomerillwill.Theinventory

mangerfavourslowinventorytoreduceinventorycost,however,thispolicyincreases

stockout,backorders,paperwork,specialproductionruns,andhighcostfastfright

shipments.So,giventhatphysicaldistributionactivatesinvolvesstrongtrade-offs,

decisionsmustbemadeonatotalsystem basis.Thecompanyalsomustlookat

competitor'sserviceinsettingitsown.Itwillnormallywanttoofferatleastthesame

levelofserviceascompetitors.Buttheobjectiveistomaximizeprofitnotsales.The

companyhastolookatthecostofprovidinghigherlevelofservice.Somecompanies

offerlessservice,butchargealowerprice.Othercompaniesoffermoreservicethan

competitorsandchargeapremium pricetocovertheirhighercosts.Thecompany

ultimatelyhastoestablishphysical–distributionobjectivestoguideitsplanning

whichshallbetoprovideatargetlevelofcustomerserviceattheleastcost.Givenaset

physicaldistributionobjectivesthecompanyisreadytodesignaphysicaldistribution

system thatwillminimizethecostofachievingtheseobjectives:eachpossible

physicaldistributionsystemimpliesatotaldistributioncostgivenbytheexpression.

Choosingaphysical–distributionsystem callsforexaminingthetotaldistribution

costassociatedwithdifferentpropossystemsandselectingthesystemthatminimizes

totaldistributioncost(Kotler,2012:P.255).

2.6.ComponentofPhysicalDistribution

Physicaldistributionsreferstotheactivities—orderprocessing,inventorymanagement,

materialshandling,warehousing,andtransportation—usedtomoveproductsfrom

producerstoconsumersandotherendusers.AccordingtoDumas(2004:247),

elementsofphysicaldistributionare;

2.6.1.OderProcessing

PhysicaldistributionbeingwithacustomerorderPerformainvoiceisrequested,
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Performainvoiceissent,Ifacceptorderisplace,Itemsout-ofstockarebackorder.

Multipleinvoicesprepareanddispatchtovariousdepartments,Itemsbeship

accompanybyshippingandbillingdocuments.Thecompanyandcustomerbenefits

whenthesestepsperformquicklyandaccurately.Thedistributionprocessisactivating

byacustomerorder.Theordercycleincludesthetimespentinprocessingtheorderas

wellasthetimetakenbythephysicalmotionandthereforedependsonthespeedand

efficiencyof(hest.:operations,Electronicsystemsarenowavailabletoreducethetime

needfortheflowofinformationandcommunications.

Therearethreemaintasksinorderprocessing.Sincethecostsofphysicaldistribution

canamounttomorethanaquarterofsalespriceatmanufacturinglevelandthe

necessaryassetscanamounttoasmuchasathirdofthecorporateassets,itis

importantformanagementtokeepthesecostsdown.Itispossibletokeepvisible

costs,suchaswarehousing,inventoryandtransport,downwhenthelogistics

functionsareintegrate.Theinvisiblecostsareduetocustomerdissatisfactioncause

bylatedeliveries,lostsales/orders,etc.Controlsofthesecosts,bothvisibleandhide,

isverydifficultowingtotheeffectofanychangesoncustomerservicelevels.

Improvementofthelattercanincreasecostsandadecreaseincostsmaymeanadrop

inthequalityoftheservice.Physicaldistributionmanagementprovidesguidelinesfor

keepingabalancebetweencostandservicelevels(Dumas,2004:P.247).

2.6.2.Transportation

Transportisanimportantpartoflogisticssinceinadequatetransportprovisioncan

increaseinventorycostsprohibitively,aswellastheinvestmentininventory;itcanalso

causecustomerdissatisfactionandincreasetheinvisiblecostsdramatically.Therefore,

theselectionoftherightmodeoftransport,whichisinefficientanddependable,is

essentialfortheachievementofdistributionobjectives.Thefivemodesare:rail,road,

sea/waterways,airandpipeline,pluscombinationsofsomeorallofthese.The

possibilitiesmustbeconsiderforcost,reliabilityandpossibilityofrisk/damage

(Dumas,2004:P.248).
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2.6.3.Modesoftransportation

Road:Trucksarehighlyflexibleintheirroutingandtimeschedules.Theyareefficient

forshorthaulsofhigh-valuemerchandise.Also,thereisincreasinglygreaterfreedom

forinternationalhaulerstotransportgoodsbetweendestinationswithinonecountry,

resultingingreaterefficiencyintheuseoftrucks.

Rail:Railroadsareoneofthemostcost-effectivemodesforshippinglargeamountsof

bulkproducts–coal,sand,minerals,farmandforestproducts–overlongdistances.

TheEU’seffortstospeedupthedevelopmentofrailfreightandcombineroad/rail

transportservicesthroughoutEurope–includingtheopeningupofnetworksin

EasternEurope– arepushingrailtransportmuchmorefirmlyintothegeneral

distributionspotlight.However,collaborationandstandardisationamongEurope’s

railwaysisnecessarytoreinforcerail’spresenceonmaincross-borderroutes(Dumas,

2004:P.249).

Water:Incountriesfavourablyservebycoastalandinlandwaterways,alargeamount

ofgoodscanbemovebyshipsandbarges.Althoughthecostofwatertransportation

isverylowforshippingbulky,low-value,non-perishableproductssuchassand,coal,

grain,oilandmetallicores,watertransportationistheslowestmodeandisaffectby

theweather.IntheEU,waterways’shareoffreighttransportvolumeislowcompareto

railandroads.Itsfullpotential,however,canonlyberealisethroughharmonisationof

Europeanshippingandportpoliciesandpricingsystems,andcontinueattemptsto

removerestrictiveandunhelpfullegislation.

Pipeline:Pipelinesareaspecialisemeansofshippingraw commoditiessuchas

petroleum,naturalgasandchemicalsfromsourcestomarkets.Mostpipelinesareuse

bytheirownerstoshiptheirownproducts.

Air:Althoughtheuseofaircarrierstendstoberestricttolow-bulkgoods,theyare

becomingmoreimportantasatransportationmode.Air-freightratesaremuchhigher

thanrailortruckrates,butairfreightisidealwhenspeedisneedordistantmarkets

havetobereach.Amongthemostfrequentlyair-freightproductsareperishables(fresh
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fish,cutflowers)andhigh-value,low-bulkitems(technicalinstruments,jewellery).Air

freightisadvantageousasitreducesinventorylevels,packagingcostsandthenumber

ofwarehousesneed.

Internet:TheInternetcarriesdigitalproductsfromproducertocustomerviasatellite,

cablemodem ortelephonewire.Softwarefirms,themedia,musiccompaniesand

educationallmakeuseoftheInternettotransportdigitalproducts.Whilethesefirms

primarilyusetraditionaltransportationtodistributeCDs,newspapersandmore,the

Internetholdsthepotentialforlowerproductdistributioncosts.Inchoosinga

transportationmodeforaproduct,shippersmustbalancemanyconsiderations:speed,

dependability,availability,cost,capabilityandothers.Thus,ifashipperneedsspeed,

airandtruckaretheprimechoices.Ifthegoalislowcost,thenwaterorpipelinemight

bebest.Inpractice,firmsmayrelyonacombinationoftransportationmethodswhich

willbestenablethem tomeetlogisticsobjectivescost-effectively(Dumas,2004:P.

250).

2.7.Warehousing

Thiscanbeeithercompany-ownorlease/rentfrom others.Theadvantagesof

company-ownwarehousingare:greaterflexibilityandcontrol,betterinformation

feedbackandpotentiallylowerunitcosts.Regionaldistributioncentreservingregional

marketsareanewdevelopmentintheEuropeoftoday;iftheyarehighlyautomateand

cancaterforpackagingoforders,maintenanceoffullinventoryandcombining

productsfromdifferentproductioncentres,theycangoalongwaytowardsachieving

improveefficiencyandincreasecustomersatisfaction.Theadvantagesofleasingare:

locationandspaceflexibility,andpossiblylowercostsforseasonalbusinesses.

Warehousingfirmsmayalsoofferavarietyofextraservicestocompetewitheach

other.Itispossibletoreducetheneedforwarehousingbychoosingaslowerformof

transport,e.g.storageintransit.

Thenumberandlocationofwarehousesisdecidebytheirpurposeandthelevelof

customerservicetobeprovide.Theyshallbesopositionthattheywillyieldthedesire

servicelevelafterallthevariablesareconsider.Thissolutionisuniquetoeach
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business.Thetransportationcostsdecreaseasthenumberofwarehousesincreases;

whiletheinventoryandwarehousingcostsincreaseatadiminishingrate.

Thelocationsofthewarehousesaffectthecustomerservicelevelandthetotalcosts;

theyalsohaveasignificanteffectonthecompetitivepowersofthebusiness.Anumber

ofmodelshavebeendeveloptohelpmanagementmakebetterdecisions.The

significantfactorsaretheestimatesoflostsalesduetothedistanceofthewarehouses

fromthecustomers,andthecostsofoperationandoftransport.Everycompanyhasto

storeitsgoodswhiletheywaittosell.Astoragefunctionisnecessarybecause

productionandconsumptioncyclesrarelymatch.Thecompanymustdecideonhow

many,whattypeofwarehousesitneedsandwillbelocate.Themorewarehousesthe

companyusestheagainstdistributioncost(Dumas,2004:P.252).

2.7.1TypesofWarehouses

Actually,therearethreebasictypesofwarehouses-the"security"warehouse;the

"production"warehouse;andthe"distribution"warehouse-anditisimportantto

distinguishbetweenthethree.Andofcoursethereareprivate,orcompany-own

warehouses,andpublicwarehouses(Hemsley,2008:133).

2.7.1.1.Thesecuritywarehouse

Asitsnameimplies,thesecuritywarehouseservesprimarilytoprotectgoodsfrom

lossortheft.Householdgoodswarehouses,recordsrepositoriesandvaultsaregood

examplesofsecuritywarehouses.Thereislittleinvolvementwithtransportation,and

verylittlevolumemovementinorout.Goodsmayremaininthewarehouseformonths

orevenyearswithoutbeingmove,andabouttheonlyrequirementsareasoundroof

andlimitedaccess;anoutdatemulti-storeybuilding,provideithasadequatefloorload

andclearance,servesquiteaswellasamodern,singlestorystructure,andinfactfrom

thepointofviewofinvestmentcost,probablybetter(Hemsley,2008:P.344).

2.7.1.2.Theproductionwarehouse

Wheremanufacturingeconomiescanbegainonlythroughlongproductionruns,or



23

whereseasonalrequirementslikecropsrequireconcentrationofproductionata

certaintime,Theproductionwarehouseprovidesaplacetostoretheproductand

afforditwhateverprotectionisnecessary.Likethesecuritywarehouse,theproduction

warehousedoesnotseeagreatdealoftransportationactivity,andtheprincipal

emphasisisonsufficientcapacitytopermitthelongproductionrunsdictatebythe

company'sparticulareconomicsand/orwhatevertypeofprotection-heating,cooling,

refrigeration,etc.-isnecessaryforeithertherawmaterialsorfinishproductsbeingheld

(Hemsley,2008:P.277).

2.7.1.3.TheDistributionWarehouse

Unlikethestaticprotectivefunctionsofboththesecuritywarehouseandthe

production warehouse,the distribution warehouse has a dynamic function of

movementandmixing:receivinggoodsinboundinlarge-volume,uniform lotsand

breakingthesedownintotheindividualordersofdifferentitemsrequirebycustomers

inthemarketarea.Theoretically,productmovingthroughthedistributionwarehouse

(notehownaturalitistosay"movingthrough"!)shallnevercometorest,althoughasa

practicalmatterthefactthatanycompany'sproductlineincludesboth"fastmovers"

and"slowmovers"meansthatthedistributionwarehousealsohastoprovidethe

"holding"actionthatisabasicfunctionoftheproductionwarehouse,andforsimilar

reasonsoflevellingoffthetransportation"peaksandvalleys"(Hemsley,2008:P.123).

2.7.1.4.PublicWarehouse

Thepublicwarehousegenerallyservesaseitherasecuritywarehouseoradistribution

warehouse,andsometimesasaproductionwarehouse.Inthislattercase,the

seasonalstorageofcropsisanimportantfunctionwhichsavesthestoretheexpense

ofinvestinginfacilitieswhichwillonlyseeseasonaluse.Ingeneral,thepublic

warehouseofferstheimportantadvantageofflexibilityalthoughatfirstglancehigher

publicwarehouseratesseemtooffsetmuchoftheadvantage.Inactualfact,thepublic

warehouseindustryandthewholepricestructureofpublicwarehousingrepresentan
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areawherethereisconsiderableroom forimprovementbyoperatorsandbythose

whousetheirfacilities.Properlyconduct,publicwarehousingoffersmanyadvantages

overprivatefacilities,andinmanyinstancesitwillbetotheshipper'sadvantageto

taketheinitiative(Helmsley,2008).

2.8.InventoryManagement

Inventorylevelsrepresentamajorphysicaldistributiondecisionaffectingcustomer

satisfaction.Marketerswillliketheircompaniestocarryenoughstocktofillall

customerordersimmediately.However,itisnotcosteffectiveforacompanytocarry

thismuchinventory.Inventorydecisionmarkinginvolvesknowingwhentoorderand

howmuchtoorder.Asinventorydrawsdown,managementmustknowatwhatstock

leveltoplaceaneworder.Theyoperateontheassumptionthattheyaremanaging

inventoriesintendtocrisplyotherinventories.Anaccurateforecastoffuturedemandis

obviouslyessentialforanyinventorycontrolsystem,Lackofsuchaforecastor

inaccuraciescanwreakhavocthroughoutthephysicaldistributionchannels.Unpredict

increasesalsocausestockoutsandlossofordersinthefuture,everyfirmandevery

channelmemberhastobalancethecostsofholdinghigherinventorylevelsagainstthe

costsofstockouts(Belch,2002:P.311).

2.9.TransportationandMaterialsHandling

Thewholefieldofbulktransportationandhandlingpresentsnumerousopportunities

forcreativetransportationmanagementwhichcanmakeanimportantcontributionto

othercompanyactivities.One example involving the interrelationship between

transportationandmaterialshandlingisprovidedbyafirmwhichchangeitsmethodof

transportingchocolateforuseinbakegoodsandconfectionery.Originally,wowwater

istransportinlargeblocks,whichhavetobeloadaboardthecarriermanuallyatthe

pointoforiginandthenunloadinthesamefashionatdestination,moveintostorage

andsubsequentlymelteddownandagebeforeenteringproduction.Thefirmchange

overtobulktransportation,whichrequiretheuseofspeciallyheatandinsulate

commoncarriertanktrucks.Thewaterisquicklypumpintothevehicleatoriginand

thenpumpintoheatstoragetanksatdestination,thusavoidingthetimeconsuming
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manualloadingandunloading.Transportationinliquidform alsoavoidstheformer

remelting,andthetime:In-transitforthe1,500-miletripprovidestheagingthat

formerlyhavetobeallowedforonthecompany'spremises.

Obviously,withoutagoodoverviewofhandlingrequirementsandcosts,thetraffic

departmentwillnotbeinapositiontoinitiatesuchamajorimprovementinthe

company'smethods(Gilly,2008:P.188).

2.10.Packaging

Presentpackagesmayprovedifficulttoconverttoclamphandling.Clamphandling

requiresgreaterlateralstrengthinthepackagingmaterialthantraditionalpalletstack

systems.Theincreasepressureonthesidesofthepackagefrom clampequipment

maydamagetheproductinsidebyrubbingorshearpressure.Packageredesigning

costsmaybehigh.Asdiscussinthesectiononpackaging,thecostofpackagechange

ishigh-engineering,testing,followthrough,administrativecosts,etc.Forapackageto

beredesignforclamphandlingtheonlychangemaybejustarepositioningoftheflute

direction-oritmaybenecessarytomakeacompleteoverhaulwhichresultsin

decreasedensityandcreationofanoddshapepackage(Black,2004:P.197).

2.11PhysicaldistributionandCustomerValue

Ultimatelythesuccessorfailureofanybusinesswillbedeterminebythelevelof

customervaluethatitdeliversinitschosenmarkets.Customervaluecanbedefine

quitesimplyasthedifferencebetweentheperceivebenefitsthatflowfromapurchase

orarelationshipandthetotalcostsincurre.Anotherwayofexpressingtheideais:

Totalcostofownership’ratherthan‘price’isuseherebecauseinmosttransactions

therewillbecostsotherthanthepurchasepriceinvolve.Inbusiness-to-business

marketsparticularly,asbuyersbecomeincreasinglysophisticate,thetotalcostsof

ownershipcanbeacriticalelementinthepurchasedecision.‘Life-cyclecosts’,asthey

arerefertointhemilitaryanddefenceindustries,havelongbeenacriticalissuein

procurementdecisionsinthosemarkets.
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The‘iceberg’effectoftotalcostsofownershipwheretheimmediatepurchasepriceis

theonlyaspectofcostthatisvisible,whereasbelowthesurfaceofthewaterareallthe

coststhatwillariseasaresultofthepurchasedecisions.

Acquisition‹cost,Managementcost,Thetotalcostofownership,Maintenancecost,

Inventorycost,Technicalsupport,cost,TrainingcostDisposalcost,OperatingcostIn

thesamewaythatthetotalcostofownershipisgreaterthantheinitialpurchaseprice

sotoothebenefitsthatareperceivetoflowfromthepurchaseortherelationshipwill

oftenbegreaterthanthetangibleproductfeaturesorfunctionality.Forexample,there

maybelittledifferencebetweentwocompetitiveproductsintermsoftechnical

performance,butonemaybesuperiortotheotherintermsofthecustomersupport

thatisprovide.Onewaytodefine‘competitiveadvantage’issimplythatthesuccessful

companieswillgenerallybethosethatdelivermorecustomervaluethantheir

competitors.

Inotherwords,theirratioofbenefitstocostsissuperiortootherplayersinthatmarket

orsegment.Logisticsmanagementisalmostuniqueinitsabilitytoimpactboththe

numeratorandthedenominatorofthecustomervalueratio.Thispointbecomes

clearerifitisexpandintheratioasfollows:Eachofthefourconstituentelementscan

brieflybedefineasfollows:

Quality:Thefunctionality,performanceandtechnicalspecificationoftheoffer.

Service:Theavailability,supportandcommitmentprovidetothecustomer.

Cost:Thecustomer’stransactioncostsincludingpriceandlifecyclecosts.

Time:Thetimetakentorespondtocustomerrequirements,e.g.deliverytimes.

Eachofthesefourelementsrequiresacontinuousprogrammeofimprovement;

innovationandinvestmenttoensurecontinuecompetitiveadvantage(Janis,2001:P.

160).

2.12.ProductionControlandMaterialsRequirementPlanning
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These,togetherwithpurchasingandrawmaterialshandling,aregenerallygroupunder

thematerialsmanagementfunction.Sometimestheobjectivessetbythemanagement

forthesefunctionsclashandcauseadropinthelevelofthecustomerserviceand/ora

riseinphysicaldistributioncostsasawhole.Productionisthefocalpointofallthis

activity,becauseproductionlevelsdeterminetheneedsforrawmaterials,parts,etc.,

andalsotheamountandtypesoffinishproducts,whichinturninfluencethedelivery

timesandmodesforthedistributionfunction.Materialsmanagementisthe‘single

manager’organizationconceptembracingtheplanning,organizing,motivatingand

controllingofallactivitiesandpersonnelprincipallyconcernwiththeflowofmaterials

inanorganization.Ifthephysicaldistributionconceptisadoptbyabusiness,itis

usualtocombineallactivitiesconcernwithrawmaterialsunderasinglemanager,who

issometimesalsoresponsibleforproductionscheduling.Theseactivitiesaresimilarto

thoseconcerninphysicaldistributionoffinishproducts,thedifferencebeinginthe

materialshandleandtheirrecipients(Banik,2001:P.163).

CHAPTERTHREE

ResearchDesignandMethodology

3.1descriptionofthestudyarea

Wowspringwatercompanys.cwasestablishedin2008E.CthatisfoundinSouthern

Nation NationalityPeople(SNNP)Region in chehaWordaAmoraMeda.Themajor

productsofWowspringwaterCompanyarespringwaterproductsaremainlyproduce
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inthecompany.TheproductionofWowwaterwasdiscontinuedstartingfromOctober

2009E.Candtheplanttotallyshiftetobottlingofwowspringwater.Inthemeantime

thecompanyhassetcrushprogramtorehabilitateorreallocatetheexistingcompany

currentlytheorganizationholds159permanentworkermanagerand29contractsand

temporaryemployeefrom these30areskilledand100workersaresemiskill

employeesalltherestemployeesexperienceacquiredonjob.

The company has six departments,Technical,Human resource management,

production,financial,property,qualitymanagement.Wowspringwaterlocatesfrom

175kmfarefromAddisAbeba.Thecompanyisdistributingthewaterinallregions.

3.2ResearchDesign

Inordertoachievetheobjectivesofthestudyandcomeupwithapossiblesolutionfor

theproblem,theresearcherused descriptiveresearch method which helpsin

describinganddeterminingthephysicaldistributionpracticeofWOWWaterCompany.

MoreoverDescriptivestudyhelpstodescribethecharacteristicsofaparticulargroup

ofrespondents.

3.3ResearchApproach

Inthisstudytheresearcherusedmixedresearchapproach.Theresearcherused

quantitativeresearchapproachtonumericaldata,becausetoexplainparticular

phenomena,particularquestionnaireseem immediatelysuitetoanswerbyuseof

quantitative research approach.And also researcherused qualitative research

approachthroughwords,becausequalitativeresearchapproachinvolvesaskingopen-

endedquestions,usuallyresearchermakeinterviewwithmanagerofwowspringWater

Company.

3.4Targetpopulation

Thetargetpopulationsofthestudywerethebusinesscustomerandthemarketing

managerofthehetargetpopulationisthecollectionofelementsorobjectsthat

possesstheinformationsoughtbytheresearcherandaboutwhichinferencesaretobe
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made.Thetargetpopulationshouldbedefinedintermsofelements,samplingunits,

extent,andtime.theresearcherused140retailersand100wholesalers.Thesizeof

populationofthisresearchwas240.

3.5SampleSize

Duetothedifficultynatureofdeterminingsamplesizeofthecustomers,theresearcher

used150respondentcustomersasrepresentativesampleinordertohavesufficient

andreliabledata.Inthisstudy,theresearcheruseconvenience-samplingtechniquefor

thecustomersoftheinstitution.Thetotalcustomersoftheinstitutionwas240from

thisnumbertheresearchertakeasampleof150people.Accordingto(Yemane,1967)

P=0.5=50%p=estimationproportion

Q=1-p=0.5 Q=1-p

e=0.05=5% e=marginoferror

Z=95=1.96 Z=areaofconfidencelevel

n=N/1+N(e2)

n=240/1+240(0.05)2 = n=240/1.6=150

3.6SamplingTechnique

Inordertodeterminethesamplesizeofthestudy,theresearcherusednon-probability

samplingapproachforthecustomerpopulationunderstudy,particularlyconvenient

samplingtechnique.Thesamplerespondentswereselectedbasedonnon-probability

sampleapproachforthecustomerpopulationunderstudy,particularlyconvenient

samplingtechnique.

3.7Datasources

Theresearchersusedtwotypesofdatasource.Theseareprimaryandsecondary

sources.Primarysourcesincludequestionnaires,interview,andotherrelatedsources
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andsecondarysourceincludesmagazines,books,andinternetandotherrelevant

documents.

3.8TypesofDataCollectioninstrument

Toachievetheobjectiveofthestudy,theprimarydatawascollectedfromcustomers

usingquestionnairesandfrom themarketingmanagerofthecompanybyinterview

andsecondarydatawascollectedfrom booksandcompany’sdocumentations.To

accomplishtheobjectivesoftheresearchfruitfullyprimarydatawascollectedviaclose

endedandopenendedquestionnairesandbydistributingtothecustomersand

structuredinterviewwasundertakenwiththemarketingmanagerofthecompany.

3.9MethodanddataAnalysis

Bothquantitativeandqualitativedataanalysistechniqueswereusedbythestudent

researcher.Quantitativedataanalysistechniquesusedtoanalysethedataincludes

percentage,frequencyandtables.Qualitativedataanalysistechniqueswasusedto

narratethedatagatheredthroughinterviewandopenendquestions.

CHAPTERFOUR
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4.DATAPRESENTATION,ANALYSISANDINTERPRETATION

Thischapternaris,93%(140)ofthem werereturnedbutonly7%ofthem werenot

returned.from150questionnaires,140arefilledandcollectedproperly,but10ofthe

questionnairesarenotcollectedbecause6ofthecustomerlostthequestionnaireand

theresearchercannotgettheremaincustomers.Thedataobtainedfromcloseended

questionnairesareanalysedquantitativelyandpresentedbytabulationandpercentage

andthedataobtainedfrom openendedquestionnairesanalysedqualitativelyand

presentedbynarrationandparagraphs.

4.1GeneralBackgroundoftheRespondents

Table.GeneralBackgroundoftheRespondents

S/N Items Frequency Percentage

1 Gender

A.Male 49 35

B.Female 91 65

Total 140 100

2 Age

A.18-23years 60 43

B.24-29years 42 30

C.30-35years 17 12

D.Above40years 21 15

Total 140 100%

3 Educationalbackground
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A.highschoolcomplete 28 20

B.diploma 18 13

C.BSCorBA 63 45

D.MSCorMA 31 22

E.PHD 0 0

Total 140 100%

4 Maritalstatus

Married 64 46

Single 76 54

Total 140 100%

Source:questionarie,2019

Inthefig.above,thedemographicinformationoftherespondentsshowsthat35%of

therespondentsaremalesand65%ofthemarefemales.Basedonthedatamajorityof

therespondentsarefemales.Ontheitem2ofthesametabletheagedistributionofthe

respondent,43%ofthemwerebetween18and23years,30%ofthembetween24and

29,12%ofthembetween30and35and15%ofthemareabove40years.Basedonthe

datamajorityoftherespondentsarefoundbetweentheageof18and23years.Onthe

thirditemofthetabletheeducationalbackgroundoftherespondentsshowsthat20%

oftherespondentsarehighschoolcomplete,13%ofthemarediplomagraduate45%of

them aregraduatedbyfirstdegreeand22%ofthem graduatedbyseconddegree.

Basedonthedatamajorityoftherespondentsaregraduatedfrom differenthigher

institutions.Thisimpliesthattherespondentscaneasilyunderstandtheideasofthe

questionnaire.Onthefourthitem ofthesametablethemaritalstatusofthe

respondentsshowsthat46%ofthem weremarriedand54%ofthem weresingle.

Basedonthedatamajorityoftherespondentsweresingle.
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4.2–analysisofquestionnaire

Table1.InformingtheCustomersaboutOrderPerformaCycle

No alternatives frequency percenta

ge

1 Allthecustomer’sorderperforms

invoicerequestaresenttothe

nextcyclewiththeknowingof

customers

Stronglyagree D.

Diploma

Agree 44 31

Neutral

Disagree 19 13

Strongly

disagree

77 56

Total 140 100

Source:Questionnaire,2019

infig.1showstheextentofrespondents’agreementtothestatement“Allthe

customer’sorderPerformainvoicerequestaresenttothenextcycle.”Outofthetotal

respondents,44(31%)agreed,19(13%)disagreed,therest77(55%)stronglydisagreed.

Themajorityoftherespondentsstronglydisagreetothestatement.Thisindicatesthat,

thecompanydoesnotemphasistosendtheentirecustomer’sorderPerformainvoice

requesttothenextcycle.

Table2.TransparentlyProcessedtheCustomersOrder

No Item Alternatives Frequency Percentage

2 Thecompanyprocessed

theordertransparentlyfor

you

Stronglyagree

Agree

Neutral 18 13
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Disagree 32 23

Stronglydisagr

ee

90 64

Total 140 100

Source:Questionnaire,2019

Theabovefig,shows,respondentslevelofagreementtothestatement“Thecompany

processedthecustomer’sordertransparently.”18(13%)and32(23%)ofthetotal

respondentschoseneutralanddisagreerespectively,themajorityi.e.therest90(64%)

respondents strongly disagree to the statementimplying the company didn’t

processedthecustomer’sordertransparently.

Table3TheUniquenessoftheCompanyOrderProcessingPractice

NO ITEM alternatives Frequency Percentage

3 Asyouhaveseenthe

companyorders

processingisnot

identicalforallcustomers

Stronglyagree

Agree

Neutral 55 36

Disagree 77 55

Strongly

disagree

8

total 140 100
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Source:Questionnaire,2019

Asitcanbeseeninthetableabove,55(36%)choseneutral,8(6%)stronglydisagree,

themajorityoftherespondentsi.e.77(55%)disagreetothestatement“Thecompany

ordersprocessingisnotidenticalforallcustomers.”Thisimpliesthecompanyorders

processingisnotidenticalforallcustomers.

Table4.TheCostMinimizationAdvantageoftheTransportationService

No Item alternatives Frequency Percentage

4 Thetransportationservice

ofthecompanyconsidered

forcostminimizationfor

thecustomers

Stronglyagree

Agree

Neutral 45 32

disagree 31 22

Strongly

disagree

64 46

total 140 100

Source:Questionnaire,2019

fig,fourshowstheextentofrespondents’agreementtothestatement“The

transportation

serviceofthecompanyconsideredforcostminimization.”Outofthetotalrespondents,

45(32%)choseneutral,31(22%)disagree,therest64(46%)stronglydisagree.The

majorityoftherespondentsstronglydisagreetothestatement.Thisindicatesthat,the

transportationserviceof

thecompanydidn’tconsiderforcostminimization.

Table5.TheRiskMinimizationAdvantageoftheTransportationservice

No ITEM Alternatives Frequency Total
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5 Asyouhaveseenthe

transportationserviceof

thecompanyconsidered

possibilityofriskor

damage

Stronglyagree

Agree 32 23

Neutral 38 27

Disagree 51 37

Strongly

disagree

19 13

Total 140 100

Source:Questionnaire,2019

Theabovefig,shows,respondentslevelofagreementtothestatement“The

transportation

serviceofthecompanyconsideredpossibilityofrisk/damage.”32(23%)and46(33%)of

thetotalrespondentschoseagreeandneutralrespectively,themajorityofrespondents

i.e.51(37%)respondentsdisagreeandtherest19(13%)stronglydisagree.Thisimplies

thetransportation

serviceofthecompanydidn’tconsiderpossibilityofrisk/damage.

Table6.PeriodicalInformtheProgressoftheOrderProcessing

No Item Alternatives Frequency

6 Thecompanygivesthe

orderprogressinformation

forthecustomer.

Stronglyagree

Agree 32 23
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Neutral 38 27

Disagree 51 37

Strongly

disagree

19 13

Total 140 100

Source:Questionnaire,2019

Asitcanbeseeninthefig,above,17(12%)agree,32(23%)disagree,72(52%)strongly

disagreetothestatement“Thecompanygivestheorderprogressinformationforthe

customers.”Themajorityoftherespondentsstronglydisagree.Thisimpliesthe

companydidn’tgivetheorderprogressinformationforthecustomers.

Table7.TheTimeVariabilityoftheOrderCycle

No Item Alternatives Frequency

7 Thecompanyhasproblem

onordercycletime

variability

Stronglyagree 73 52

Agree 18 13

Neutral 17 12

Disagree 32 23

Strongly

disagree

Total 140 100

Source:Questionnaire,2019

Asitcanbeseeninthefig,above,18(13%)agree,17(12%)neutral,32(23%)disagree,
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themajorityoftherespondentsi.e.73(52%)stronglyagreetothestatement“The

companyhasa

problemonordercycletimevariability.”Thisimpliesthecompanydidn’thavea

problemonordercycletimevariability.

Table8.TheHandlingofTimefromOrderReceipttoDispatch

No Item Alternatives frequency Percentage

8 Thecompanyproperly

handlethetimefromorder

receipttodispatchfrom

thedepot

Stronglyagree

Agree 23 16

Neutral 32 23

Disagree 20 14

Strongly

disagree

65 47

Total 140 100

Source:Questionnaire,2019

fig,eightshowstheextentofrespondents’agreementtothestatement“Thecompany

properly

handlethetimefromorderreceipttodispatchfromthedepot.”Outofthetotal

respondents,23(16%)agree,32(23%)choseneutral,20(14%)disagree,therest65(47%)

stronglydisagree.Themajorityoftherespondentsstronglydisagreetothestatement.

Thisindicatesthat,the

companydidn’tproperlyhandlethetimefromorderreceipttodispatchfromthedepot.

Table9.DeliveringCompleteQuantitiesOrdered

No Item Alternatives frequency Percentage
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9 Thecompanydelivered

completetothequantity

ordered

Stronglyagree

Agree 7 5

Neutral 25 18

Disagree 23 16

Strongly

disagree

85 61

Total 140 100

Source:Questionnaire,2019

Theabovefig,shows,respondentslevelofagreementtothestatement“TheCompany

deliveredcompletetothequantitiesordered.”7(5%)and23(16%)ofthetotal

respondentsagreeanddisagreerespectively,themajorityi.e.85(61%)respondents

stronglydisagree.Thisimplies

thecompanydidn’tdelivercompletetothequantitiesordered.

Table10.DeliveredexactlytotheCustomer’sRequestedDateandTime

No Item Alternatives frequency Percentage

10 Thecompanydelivered

exactlytothecustomers

requesteddateandtime

Stronglyagree

Agree 51 36

Neutral 46 33

Disagree 43 31

Strongly
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disagree

Total 140 100

Source:Questionnaire,2019

Theabovefig,shows,respondentslevelofagreementtothestatement“Thecompany

deliveredexactlytothecustomer’srequesteddateandtime.”46(33%)and43(31%)of

thetotalrespondentschoseneutralanddisagreerespectively,themajorityof

respondentsi.e.51(36%)respondentsagree.Thisimpliesthecompanydidn’tdeliver

exactlytothecustomer’srequesteddateandtime.

Table11.AccurateandCompleteDeliveryDocumentation

No Item Alternatives frequency Percentage

11 Thecompanyhas

accurateandcomplete

deliverydocumentation

Stronglyagree

Agree 17 12

Neutral 19 13

Disagree 32 23

Strongly

disagree

72 52

Total 140 100

Source:Questionnaire,2019

fig.11showstheextentofrespondents’agreementtothestatement“Thecompanyhas

accurateandcompletedeliverydocumentation.”Outofthetotalrespondents,17(12%)

agree,19(13%)choseneutral,32(23%)disagree,therest72(52%)stronglydisagree.

Themajorityoftherespondentsstronglydisagreetothestatement.Thisindicatesthat,
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thecompanydidn’thaveaccurateandcompletedeliverydocumentation.

Table12.ReceivingtheCustomer’sCommentabouttheOrderProcessingPractice

No Item Alternatives frequency Percentage

12 Thecompanyreceivesthe

customerscommentabout

theorderprocessing

practice

Stronglyagree

Agree Agree 13

Neutral 17 12

Disagree 32 23

Strongly

disagree

73 52

Total 140 100

Source:Questionnaire,2019

fig,12showstheextentofrespondents’agreementtothestatement“Thecompany

receivesthecustomer’scommentabouttheorderprocessingpractice.”Outofthetotal

respondents,18(13%)agree,17(12%)choseneutral,32(23%)disagree,therest73(52%)

stronglydisagree.Themajorityoftherespondentsstronglydisagreetothestatement.

This

indicatesthat,thecompanydidn’treceivethecustomer’scommentabouttheorder

processingpractice.

Table13.TheTransportationServiceEfficiencyforallCustomers

No Item Alternatives Frequency Percentage

13 Thetransportationofthe

companyisefficientforall

customers

Stronglyagree 72 52
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Agree 19 13

Neutral

Disagree 48 35

Strongly

disagree

Total 140 100

Source:Questionnaire,2019

Asitcanbeseeninthefig,above,19(13%)agree,49(35%)disagree,themajorityofthe

respondentsi.e.72(52%)stronglyagreetothestatement“Thetransportationserviceof

the

companyisefficientforallcustomers.”Thetransportationserviceofthecompanyis

efficientforallcustomers.

Table14.EffectivelyDeliveralltheItemOrdered

No Item Alternatives frequency Percentage

14 Thecompanyiseffectively

deliveralltheitemordered

Stronglyagree 85 61

Agree 7 5

Neutral 25 18

Disagree 23 16

Strongly

disagree

Total 140 100

Source:Questionnaire,2019

Fig,14ofthepreviouspageshowsrespondentslevelofagreementtothestatement
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“The

companyiseffectivelydeliveralltheitemordered.”7(5%)and23(16%)ofthetotal

respondentsagreeanddisagreerespectively,themajorityi.e.85(61%)respondents

stronglyagreetherest25(18%)choseneutral.Thisimpliesthecompanyiseffectively

deliveralltheitemordered.

Table15.TheCompanyCarsExposingtheProducttothePollution

No Item Alternatives frequency Percentage

15 Thecompanycarsarenot

exposedtheproducttothe

physicaldamage

Stronglyagree 85 61

Agree

Neutral 25 18

Disagree 30 21

Strongly

disagree

Total 140 100

fig,15ofthepreviouspageshowsrespondentslevelofagreementtothestatement

“The

companycarsarenotexposedtheproducttothephysicaldamage.”7(5%)and30(21%)

ofthetotalrespondentsagreeanddisagreerespectively,themajorityi.e.85(61%)

respondentsstronglyagreetherest25(18%)choseneutral.Thisimpliesthecompany

carsarenotexposedtheproducttothephysicaldamage.

4.3AnalysisoftheInterview

ThephysicaldistributionofthecompanybeingwithacustomerorderPerformance

invoiceisrequested,Performanceinvoiceissent,Ifacceptedorderisplaced,Itemsout
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-ofstockarebackordered,multipleinvoicespreparedanddispatchedtovarious

departments,Itemsbeshippedaccompaniedbyshippingandbillingdocuments.The

companyandcustomerbenefitswhenthesestepsperformedquicklyandaccurately.

Thedistributionprocessisactivatedbyacustomerorder.Inventorymanagement

practiceofthecompanyperformsplausibilitytests,suchas

:1.Testforcorrectitemidentification.Ifthisisanumber,itcancontaincontroldigits.

Thiswillavoidrecordingerrorssuchasreverseddigitsordataentry.

2.Testforcorrectquantity.Thetransactionquantity(receiptorissue)isbelowa

particularamount.This limitquantityeitherbe defined manuallyoradjusted

continuallyindependencyupontheaverageinventorymovement(receiptsorissues).

Indoubtfulcases,acomputer-aidedsystem canrequestexplicitdoubleentryof

quantities.Withmaterialgoods,barcodescancollectitemidentification.However,if

thetransactionquantitydeviatesfrom theplannedquantity,itmustberegistered

manually.Thiscontrastswithproductsalesinthewarehouse,whereeachissue

representsexactlyoneunitquantity,makingquantityrecordingunnecessary.Inorder

toavoidrecordinglonglistsofcomponentsforaproductionorder(pickinglists),

recordingisrequiredonlyfordeviationsfromthepickinglist.Theotherpositionsare

bookedautomaticallybyusingtheallocatedquantityastheissuedquantityasreceipt

todispatchfrom thedepotbuttheredon’thaveamechanism touseitforthe

crosscheckingtheefficiencythatthetimetakenforeachordercycle.Thecompany

givesthetransportationserviceforbothcustomers.Theservicegiventothecustomers

bothretailersandwholesalerswhicharefoundinAddisAbababutfortheregional

customersthisserviceprovidedforthewholesalersonly.Thecompanyusedthe

outcomeofthemarketingresearchesthatshowsthemarketdemandoftheproductto

decidethedistributionchannel.Thecompanyhasdeliverydocumentationmechanism

butitisnotbelievedthatitisaccurateandcomplete.Thecompanyordersprocessing

isnotidenticalforallcustomers.Itisexercisedbyconsideringtheavailability,

customer’sloyaltyandthepaymentsystem.Thecompanygivestheorderprogress

informationforthecustomersbythe relationsectionpersonnel’sanytimebutthe

customer’srequestisrequiredtodothis.
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CHAPTERFIVE

SUMMARY,CONCLUSIONANDRECOMMENDATION
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Thischapterofthestudyenvisagesthesummaryofthemajorfindings,conclusions

andrecommendations.Themajorfindingsoftheanalyseddataissummarizedbased

ontheconclusionisgivenandfinallyfortheproblemsthatareshownonthe

conclusionpartaboutthephysicaldistributionpracticeofwowspringwatercompany

thenecessaryrecommendationsaregiveninordertoimprovethetheirperformance.

5.1SUMMARY

Onthetableonethedemographicinformationoftherespondentsshowsthat35%of

therespondentsaremaleand65%ofthemarefemale.Theagedistributionshowsthat

alloftherespondentsarefoundbetweentheageof18and40years.Theeducational

backgroundoftherespondentsindicatesthatmajority58%ofthemaregraduatedfrom

differenthigherinstitutions.Themaritalstatusoftherespondentsshowsthat46%of

themaremarriedand54%ofthemaresingle.

Themajority96(68%)oftherespondentsstronglydisagreetothestatementallthe

customer’sorderPerformanceinvoicerequestaresenttothenextcycle.

Themajorityi.e.90(64%)respondentsstronglydisagreetothestatementthe

companyprocessedthecustomer’sordertransparently.

Themajority77(55%)oftherespondentsdisagreetothestatementthecompany

ordersprocessingisnotidenticalforallcustomers.

Themajority95(69%)oftherespondentsdidn’tagreetothestatementthe

transportationserviceofthecompanyconsideredforcostminimization.

Asthemajority51(37%)respondentsthetransportationserviceofthecompany

didn’tconsideredpossibilityofrisk/damage.

Themajority72(52%)oftherespondentsstronglydisagreetothestatementthe

companygivestheorderprogressinformationforthecustomers.

Themajorityoftherespondentsi.e.73(52%)stronglyagreetothestatementthe

companyhasaproblemonordercycletimevariability.

Themajority85(61%)oftherespondentsstronglydisagreetothestatementthe

company

properlyhandlethetimefromorderreceipttodispatchfromthedepot.

Themajorityi.e.85(61%)respondentsstronglydisagreeforthestatementthe

Companydeliveredcompletetothequantitiesordered.
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Themajorityofrespondentsi.e.51(36%)respondentsagreethecompanydelivered

exactlytothecustomersrequesteddateandtime.

Themajority(75%)oftherespondentsdidn’tagreetothestatementthecompany

hasaccurateandcompletedeliverydocumentation.

Themajority(75%)oftherespondentsdisagreetothestatementthecompany

receivesthecustomer’scommentabouttheorderprocessingpractice.

Themajorityoftherespondentsi.e.72(52%)stronglyagreetothestatementthe

transportationserviceofthecompanyisefficientforallcustomers.

Themajorityi.e.85(61%)respondentsstronglyagreeforthecompanyiseffectively

deliveralltheitemordered.

Themajorityi.e.85(61%)respondentsstronglyagreeforthecompanycarsareno

exposedtheproducttothepollution.

Inventorymanagementpracticeofthecompanyperformsplausibilitytests,suchas:

Testforcorrectitemidentification.Ifthisisanumber,itcancontaincontroldigits.

Thiswillavoidrecordingerrorssuchasreverseddigitsordataentry.

Testforcorrectquantity.Thetransactionquantity(receiptorissue)isbelowa

particularamount.Thislimitquantityeitherbedefinedmanuallyoradjusted

continuallyindependencyupontheaverageinventorymovement(receiptsorissues).

Indoubtfulcases,acomputer-aidedsystemcanrequestexplicitdoubleentryof

quantities.

Withmaterialgoods,barcodescancollectitemidentification.However,ifthe

transactionquantitydeviatesfromtheplannedquantity,itmustberegisteredmanually.

Thiscontrastswithproductsalesinthewarehouse,whereeachissuerepresents

exactlyoneunitquantity,makingquantityrecordingunnecessary.Inordertoavoid

recordinglonglistsofcomponentsforaproductionorder(pickinglists),recordingis

requiredonlyfordeviationsfromthepickinglist.Theotherpositionsarebooked

automaticallybyusingtheallocatedquantityastheissuedquantityassoonasthe

pickinglistisdesignatedasissued

Thecompanyhandlethetimefromorderreceipttodispatchfromthedepotbutthere

don’thaveamechanismtouseitforthecrosscheckingtheefficiencythatthetime

takenforeachordercycle.
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Thecompanygivesthetransportationserviceforbothcustomers.Theservicegiven

tothecustomersbothretailersandwholesalerswhicharefoundinAddisAbababutfor

theregionalcustomersthisserviceprovidedforthewholesalersonly.

Thecompanyusedtheoutcomeofthemarketingresearchesthatshowsthemarket

demandoftheproducttodecidethedistributionchannel.Thecompanyhasdelivery

documentationmechanismbutitisnotbelievedthatitisaccurateandcomplete.

Thecompanyordersprocessingisnotidenticalforallcustomers.Itisexercisedby

consideringtheavailability,customer’sloyaltyandthepaymentsystem.Thecompany

givestheorderprogressinformationforthecustomersbythebythecustomerrelation

sectionpersonnel’sanytimebutthecustomer’srequestisrequiredtodothis.

5.2Conclusion

Allthecustomer’sorderPerformanceinvoicerequestarenotsenttothenextcycle.

Thecompanyisnotprocessedthecustomer’sordertransparentlyaswellasthere

werenotamechanismtogivetheorderprogressinformationforthecustomersandit

isnotidenticalforallcustomers.

Thetransportationserviceofthecompanydidn’tconsideredforcostminimization

andit

didn’tconsideredpossibilityofrisk/damage.

Thecompanyhasaproblemonordercycletimevariabilityandthetimesfromorder

receipttodispatchfromthedepotwerenotproperlyhandling.

TheCompanydidn’tdeliveringcompletetothequantitiesorderedandexactlytothe

customersrequesteddateandtime.

Thecompanydidn’thaveaccurateandcompletedeliverydocumentationinorderto

improvetheproblemitdidn’treceivethecustomer’scommentabouttheorder

processingpractice.

Althoughthecompanycarsarenotexposedtheproducttothepollution,the

transportationserviceofthecompanyisefficientandeffectiveondeliveringtheentire

itemorderedforallcustomers.

Inventorymanagementpracticeofthecompanyperformsplausibilitytests,suchas:

Testforcorrectitemidentification.Ifthisisanumber,itcancontaincontroldigits.

Thiswillavoidrecordingerrorssuchasreverseddigitsordataentry.
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Testforcorrectquantity.Thetransactionquantity(receiptorissue)isbelowa

particularamount.Thislimitquantityeitherbedefinedmanuallyoradjusted

continuallyindependencyupontheaverageinventorymovement(receiptsorissues).

Indoubtfulcases,acomputer-aidedsystemcanrequestexplicitdoubleentryof

quantities.

Withmaterialgoods,barcodescancollectitemidentification.However,ifthe

transactionquantitydeviatesfromtheplannedquantity,itisregisteredmanually.This

contrastswithproductsalesinthewarehouse,whereeachissuerepresentsexactly

oneunitquantity,makingquantityrecordingunnecessary.Inordertoavoidrecording

longlistsofcomponentsforaproductionorder(pickinglists),recordingisrequired

onlyfordeviationsfromthepickinglist.Theotherpositionsarebookedautomatically

byusingtheallocatedquantityastheissuedquantityassoonasthepickinglistis

designatedasissued

Thecompanyhandlethetimefromorderreceipttodispatchfromthedepotbutthere

don’thaveamechanismtouseitforthecrosscheckingtheefficiencythatthetime

takenforeachordercycle.

Thecompanygivesthetransportationserviceforbothcustomers.Theservicegiven

tothecustomersbothretailersandwholesalerswhicharefoundinAddisAbababutfor

theregionalcustomersthisserviceprovidedforthewholesalersonly.

Thecompanyusedtheoutcomeofthemarketingresearchesthatshowsthemarket

demandoftheproducttodecidethedistributionchannel

5.3Recommendation

TheCompanyshouldprocessthecustomer’sordertransparentlyas

wellasthereshouldbeamechanismbytheirpublicrelationdepartmentto

givetheorderprogressinformationforthecustomersanditshould

identicalforallcustomers.

Thetransportationserviceofthecompanyshouldconsiderforcost

minimizationanditshouldconsiderpossibilityofrisk/damage.

Thecompanyshouldnothaveordercycletimevariabilityandthetimes



50

fromorderreceipttodispatchfromthedepotshouldbeproperlyhandling.

TheCompanyshoulddelivercompletetothequantitiesorderedand

exactlytothecustomersrequesteddateandtime.

 The company should have accurate and complete delivery

documentationinordertoimprovetheproblem itshouldreceivethe

customer’scommentabouttheorderprocessingpractice.

 Thetransportationserviceofthecompanyshouldbeefficientand

effectivewithamountthatthecustomersneedondeliveringtheentireitem

orderedforallcustomers.

Thecompanyordersprocessingshouldbeidenticalforallcustomers.

The company should give the orderprogress information forthe

customersbythecustomerrelationsectionpersonnel’sanytime.

Thephysicaldistributionofthecompanyshouldbewithacustomer

orderPerformanceinvoiceisrequested,Performanceinvoiceissent,If

acceptedorderisplaced,Itemsout-ofstockarebackordered,multiple

invoicespreparedanddispatchedtovariousdepartments,Itemsbe

shippedaccompaniedbyshippingandbillingdocuments.Thecompany

andcustomerbenefitswhenthesestepsperformedquicklyandaccurately.

Thedistributionprocessisactivatedbyacustomerorder.
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APPENDIX

WolkiteUniversity

CollegeOfBusinessandEconomics

Departmentof MarketingManagement

QuestionnairetobefilledbycustomersofWOWSPRINGWATERCompany

Thepurposeofthisquestionnaireistocollectprimarydataforconductingastudy

onthetopic,

"PhysicalDistributionPracticeinthewowspringwatercompany"aspartialfulfilment

tothecompletionoftheBADegreewithMarketingManagementatWolkiteUniversity.

InthisregardIkindlyrequestyoutoprovidemereliableinformationthatistothebest

ofyourknowledgesothatthefindingsfromthestudywillmeettheintendedpurpose.I

stronglyassureyouofconfidentialtreatmentofyouranswersandwillliketoextendmy

deep-heartthanksinadvanceforbeingavolunteertodevoteyourvaluabletimein

fillingthisform.

Directions

_Noneedtowriteyourname

_Answerbymakinga√mark,bycirclingorinwritingwhereverappropriate

_Incaseyouhaveambiguitiesonanyofthequestions,pleasedonothesitateto

contactmethroughmymobilenumbershownabove.

I.GeneralCharacteristicsoftheRespondents

1.Personalinformation GenderMale Female

Age18-23 24-29 30-35 36-41 42-46 Above47
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2.Educationalbackground 12thCompleted \CertificateDiploma 1stDegree

Masterandabove

3.ForhowlonghaveyoubeingcustomerofthecompanyLessthan1year 1-2year

3-4year above4years

4.Maritalstatus married single

II.QuestionsDirectlyRelatedtotheStudypleaseputtheonthespace,ifyouarestrongly

disagreetick5ifyouareifyouaredisagreeputon4ifyouareneutral3foragree2and

stronglyagreetickon1

N u m b e r o f

q u e s t i o n

1 234 5

1,allthecustomersorderperformanceinvoicerequestaresenttothenext

cycle

2,thecompanyprocessedthecustomersorder

transparently

3,thecompanyordersprocessingisnotidenticalforall

customers

4,thetransportationserviceofthecompanyconsiderforcost

minimization

5,thetransportationserviceofthecompanyconsiderpossibilityof

risk

6,thecompanygivestheorderprogressinformationforthe

customers

7 the com pany has problem on

order
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8,thecompanyproperlyhandlethetimefromorderreceipttodispethfromthe

dispot

9,thecompanydelivercomplettothequantities

order

10,thecompanydeliverexactlytothecustomersrequestdateand

time

11,thecompanyhasaccurateandcompletedelivery

documentation

12,thecompanyreceivesthecustomercommentabouttheorderprocessing

practice

13,thetransportationserviceofthecompanyisefficientforall

customers

14,thecompanyiseffectivelydeliveryalltheitem

order

15thecompanycarsarenotexposetheproducttothe

pollution

ChecklistsfortheMarketingmanagerofwowspringwatercompany

Howdoestheorderprocessingpracticeofthecompany?

Howdoestheinventorymanagementpracticeofthecompany?

Howeffectivethemarketingdepartmentofthecompanyonthematerialshandling?

Towhatextentthecompanyproperlyhandlethetimefromorderreceipttodispatch

fromthedepot?

Howdoesthetransportationserviceofthecompany
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Whatarethecriteriathatthecompanyusedforthedistributionchanneldecision?

Howdoesthecompanyonthehavingaccurateandcompletedeliverydocumentation?

Doesthecompanyordersprocessingidenticalforallcustomers?Whatarethecriteriato

dothis?

Howthecompanydoesgivetheorderprogressinformationforthecustomers


