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Abstract 

As international market by nature is diverse and wide spread. It is generally not possible for 

manufacturer to do and take care of each and every aspect related with distribution. The 

distribution aspect itself becomes very important and strategic, as on one side it ensures 

physical availability of products to consumers and on the other side it involves cost elements 

which affect pricing and in turn sales and profits. The study has been undertaken to find out 

the distribution policies and their relationship with the export performance. A sample of 76 

exporting units of Haryana viz 32 units from textile industry, 20 units from food processing 

industry and 24 units from engineering and other industry has been selected.Analysis has 

been carried out on the basis of D.G.F.T. status, industry-wise and aggregate. The study 

highlights that three major channels „direct buyers‟, „commission agents‟, and „merchant 

distributors‟ emerge as most widely used channels. Textile and food processing industry 

favour „commission agents‟ most while engineering industry selects „direct buyers‟ at first 

place. „Merchant distributor‟ has been placed at third position in all the categories of 

analysis.Gross Margin Rate (GMR) is found to be highest in case of commission agents (out 

of major channels) followed by merchant distributor and direct buyers respectively in 

aggregate analysis. Channel concentration (HCCI) index suggests that textile industry has 

moderate channel concentration, food processing industry is characterized by highly 

concentrated channel mix and it is maximum in case of engineering industry. „Personal visit 

to foreign countries‟ is found to be most effective means of getting orders by all the 

categories.  

Keywords: Distribution Policy, International Trade, Competitive Advantage. 

Introduction 

Nothing is produced for the sake of production. The sole objective of production of any 

commodity is to get it to the end user. In the era of large-scale production, it is not possible 

for the manufacturer to undertake the distribution work himself for a widely scattered market. 
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Generally, the producers and end users are connected by a bridge of intermediaries that makes 

movement of goods/services possible. Distribution activity account for a major part of the 

selling process. Distribution on one hand is important so as to ensure availability of right 

product, at right time, to a right person/buyer, on the other hand it involves cost aspects in 

terms of transportation, warehousing, insurance, banking, trade margins etc. Therefore, 

increasing the effectiveness and efficiency of distribution system offers an opportunity as well 

as challenge for firms. Professor Peter F. Drucleer has called it as the „dark continent‟ and 

says that it deserves much more attention and study than it gets. When it comes to 

international markets distribution policy decisions become all the more important. The 

selection, operation and motivation of effective channels of distribution often turn out to be 

important factor in firm‟s differential advantage in international markets. 

Objective and Research Methodology 

The objective of this study is to find out and analyse the distribution policies adopted by the 

exporting firms with respect to marketing channels, channel concentration, and trade margins. 

Three major exporting industries of Haryana i.e. Textile, Food-Processing and Engineering 

were chosen as sample: A total of 76 units are included in the sample out of which 32 units 

are from textile industry, 20 units from food processing industry and 24 units belong to 

engineering and other industry. To collect the information, the questionnaire was 

administered to sample units personally. Secondary data was collected from many published 

sources. The offices/libraries of Texprocil, APEDA, EEPC, ITPO etc. were visited. The 

reference year for collection of data is 2014-15. The analysis of the data has been carried out 

by using arithmetic mean, percentage and ranking. Comparative analysis on the basis of types 

of industry and export status has been conducted. The unit enjoying any special status by 

DGFT (Director General of Foreign Trade) e.g. Export House, Trading House etc. have been 

termed as special status units and other units that do not possess any of such status are termed 

as non-status units. 

Herfindahl type of channel concentration index (HCCI): Total exports are result of 

contribution of different marketing intermediaries. This index has been developed with a view 

to know the extent of concentration in marketing channels of a firm. If an exporter uses only 

one type of channel, the value of the index will be one. The index value declines as the 

number of intermediaries e.g. resident buying houses, merchant distributors etc. increased and 
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as the gap in the contribution to exports of different channels narrows down. The formula for 

calculating the value of this index may be stated as: 

Σ Xi
2 

Where, 

X1indicates the percentage of export of the ith distribution channel in total export by a firm.  

Review of Literature 

As per Cateora& Graham (2007) only limited number of companies begin in international 

marketing, generally they start operating in a single country – domestic marketing, and then, 

gaining experience, companies gradually change strategies and tactics and get involved in 

international marketing activities. Doole& Lowe (2012) defines distribution strategy as an 

element of international marketing strategy, concerns activities involved in process of making 

goods and/or services available for the right customers at the right time and in the right place. 

Stern and Sturdivant (2007)Distribution decisions are far reaching because changing them is 

both resource and time demanding and hence firms have to take great care in designing their 

distribution systems during the launch of innovations. The basic distribution intensity 

strategies that a manufacturer can employ are intensive, selective and exclusive. 

Stuart (2006) further clarified that an intensive distribution approach gives manufacturers the 

highest probabilityof selling their products or services but only after the required investments 

in demand generation are made.In selective distribution, a manufacturer's product or service 

is available from more than one channel partner, but the product is not accessible from all 

businesses that market the category of product.  

Frazier et al., (2009) argued that manufacturers positioning their brands as high quality have 

reason to pursue a highly selective distribution policy.According to Stem et al. (2008), 

exclusive distribution implies that a manufacturer can have strong influence over the 

distributors of the brand. The distribution sector includes commission agents, wholesalers and 

retailers who act as enablers of trade (Matteo, 2008).The distribution strategy must be 

carefully integrated with all components of the marketing program. 
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Marketing Channels 

Marketing institutions that participate in the distribution activities i.e. in the movement or 

flow of goods or services from the producer to the consumer are termed as marketing 

channels. 

Decision regarding marketing channels is an integral part of marketing strategy. Major 

decisions entails number of marketing channels to be used, type of marketing channels, and 

terms & conditions including margins at different levels of each channel. In this study we 

endeavor to analyse the extent of usage of different intermediaries by different categories of 

exporters. Also, the extent of channel concentration has been examined with a view to 

understand whether particular industriesor exporters make use of primarily multiple channels 

or single channel. For this, Herfindahl type of channel concentration index (HCCI) has been 

constructed and analysed in terms of industry, status, and aggregate.  

Extent of Use of Different Marketing Intermediaries 

Aggregate Analysis 

Use of different marketing channels in terms of percentage of firms is presented through 

Table-I. Aggregate analysis brings out that majority of exporters (57.89%) use „commission 

agents/sole selling agents/marketing representatives marketing channel while the next 

marketing channel which is found to be popular in general is „direct buyers‟. Approximately 

55% of firms are found to use these. „Direct buyers‟ term is used by exporters. The exporters 

are generally not aware that whether these products are sold by these people through their 

own retail chains or they further distribute it or else. The third position is occupied by 

merchant distributor as 36.84% firms are found to use it. The rest of the channels are used by 

very small percentage of firms. 

Status-wise Analysis 

„Direct buyers‟ (51.51%), „commission agents etc‟ (48.48%) and „merchant distributor‟ 

(36.36%) are the three major marketing channels on the basis of number of non-status firms 

using it. In case of special status firms, „commission agents etc.‟ is found to be used by 

majority of firms (65.12%), followed by „direct buyers‟ (58.14%). „Merchant distributor‟ 

marketing channel is found to be used by 37.21% of the firms. 
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It may be concluded that „direct buyers‟, „commission agents‟ and merchant distributor are 

the main marketing channels which are mostly used by exporters.  

TABLE - I 

USE OF MARKETING CHANNELS – AN AGGREGATE AND 

STATUS-WISE ANALYSIS 

 

Marketing Intermediary 

Special Status Non- Status All Exporters 

% % % 

Merchant Distributor 37.21 36.36 36.84 

Retail Chains/Departmental Stores 18.60 6.06 13.16 

Foreign Government 

Agencies/Departments 

4.65 6.06 5.26 

Commission Agents/Sole Selling 

Agents/Marketing Representatives  

65.12 48.48 57.89 

Resident Buying Houses 18.60 15.15 17.11 

Foreign Branches 4.65 - 2.63 

Direct Buyers 58.14 51.51 55.26 

Buyer‟s Agents 2.33 6.06 3.95 

OEM‟s 2.33 3.03 2.63 

Ancillary Unit Supplying to Parent Co. 2.33 - 1.32 

No. of Firms 43 33 76 

Note: Use of multiple intermediaries by different exporters results in total more than 100% 

for different classifications. 

Industry-wise analysis 

Industry-wise analysis with respect to use of marketing channels has been carried out in 

Table-II. „Commission agents/sole selling agents marketing representatives‟ and „direct 

buyers‟ are the two significant channels that hold first and second position respectively in 

case of food processing industry. Only 20% of firms have reported to export through 

merchant distributor „Direct buyers‟ are held most important by engineering industry as 

54.17% firms have reported to effect export to them. While „merchant distributor‟ and 

„commission agents etc.‟ carry equal weight in case of engineering industry, as equal 

percentage (41.67%) of firms have reported to use this channel. No exporting unit from food 
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processing industry and engineering industry has reported to have foreign branches. In case 

of textile industry most significant channel comes out to be „commission agents etc‟. 

„Merchant distributor‟ and „direct buyers‟ are supported by equal percentage of firms and 

thus hold second position. 

Certain significant observations have been made through Table-II. As many as 31.25% of 

firms from textile industry export through „resident buying houses‟ while very small 

percentage of firms from food processing industry (5%) and engineering industry (8.33%) 

have reported to use this channel. It implies that the channel is considered to be significant by 

textile industry only. The channel „buyer‟s agents‟ is not being used in case of food 

processing and engineering industry while 9.38% exporters of textile industry have reported 

use of this channel. It was told by the respondents that these agents do not charge any 

commission from exporter. Approximately 28% of textile firms export to retail 

chains/departmental stores while none from the food processing industry use this channel and 

only 4.17% engineering exporters have reported exports effected to them. No other industry 

has reported to keep foreign branches except textile industry where 6.25% of firms have 

reported to maintain foreign branches.  

TABLE- II 

USE OF MARKETING CHANNELS – AN INDUSTRY-WISE ANALYSIS 

 

Markets Intermediary 

Textiles Food 

Processing 

Engineering Industry 

% of firms % of firms % of firms 

Merchant Distributor 43.75 20.00 41.67 

Retail Chains/Departmental 

Stores 

28.13 - 4.17 

Foreign Government 

Agencies/Departments 

3.13 5.00 8.33 

Commission Agents/Sole Selling 

Agents/Marketing 

Representatives  

56.25 80.00 41.67 

Resident Buying Houses 31.25 5.00 8.33 

Foreign Branches 6.25 - - 

Direct Buyers 43.75 75.00 54.17 
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Buyer‟s Agents 9.38 - - 

OEM‟s - - 8.33 

Ancillary Unit Supplying to 

Parent Co. 

- - 4.17 

No. of Firms 32 20 24 

 

Channel-Wise Gross Margin Rate 

The analysis of Table-III shows that in case of non-status firms highest gross margin rate 

(22.83%) is provided by „commission agents‟. It is followed by merchant distributors with 

rate of gross margin being 19.83%. Inspite of higher margin (18%). „Retail chain and 

departmental store‟ are not preferred by exporters. In case of special status exporters, the 

maximum used channel is commission agents enabling 19.16% gross margin rate. „Direct 

buyers‟ inspite of higher margin (19.83%) are comparatively less favoured merchant 

distributors give 18.83% margin and are favoured by 37.21% firms. Non-status firms are able 

to charge higher margin from commission agents and merchant distributors in comparison to 

special status firms. In case of resident buying houses and direct buyers special status firms 

are getting higher margin than non-status firms. 

A closer look at Table- IV and II together makes the analysis more meaningful. In case of 

food processing industry highest (26%) AGM (Average Gross Margin) available is from 

„commission agents‟ and understandably maximum number of firms (80%) effect their export 

through them.  

TABLE - III 

AVERAGE GROSS MARGIN- AN AGGREGATE AND 

STATUS-WISE ANALYSIS 

 

Marketing Intermediaries 

Special Status Non- Status All Exporters 

AGM % AGM % AGM % 

Merchant Distributor 18.83 19.83 19.33 

Retail Chains/Departmental Stores 20.00 18.00 19.00 

Foreign Government 

Agencies/Departments 

12.50 11.00 11.75 
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Commission Agents/Sole Selling 

Agents/Marketing Representatives  

19.16 22.83 20.99 

Resident Buying Houses 18.75 16.25 17.50 

Foreign Branches 30.00 - 30.00 

Direct Buyers 19.83 17.00 18.42 

Buyer‟s Agents 30.00 12.50 21.25 

OEM‟s 8.00 10.00 9.00 

Ancillary Unit Supplying to Parent Co. 37.00 - 37.00 

No. of Firms 43 33 76 

Note: AGM denotes Average Gross Margin 

Next favourite channel with the food processing industry is „direct buyers‟, the AGM being 

16%. Inspite of higher AGM in case of „merchant distributors, and „resident buying houses‟, 

they are preferred by the industry. In case of engineering industry maximum percentage of 

firms use the channel „direct buyers‟ and highest margin (AGM 20%) available is also from 

them except where an ancillary unit supplies to its parent Co. (AGM 37%). Commission 

agents (18.5%) and merchant distributors (17.5%) are next in the line with higher percentage 

of average gross margin, and they enjoy equal following of firms. 

The most used channel in case of textile industry is „commission agents‟ who provide 20% 

AGM. Merchant distributors are left behind inspite of higher margin (AGM). Foreign 

branches, too, inspite of higher margin are not the choice of exporters, may be due to 

resource crunch. Direct buyers, inspite of lower margin (18.50%) than resident buying houses 

(20% AGM), buyer‟s agents (20% AGM) and retail chain/departmental stores (20%) are 

found to be favourite with the exporters. 

TABLE - IV 

AVERAGE GROSS MARGIN- AN INDUSTRY-WISEANALYSIS 

 

Marketing Intermediaries 

Textiles Food Processing Engineering 

AGM % AGM % AGM % 

Merchant Distributor 22.50 22.50 17.50 

Retail Chains/Departmental Stores 20.00 - 11.00 

Foreign Government 15.00 10.00 11.00 
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Agencies/Departments 

Commission Agents/Sole Selling 

Agents/Marketing Representatives  

20.00 26.00 18.50 

Resident Buying Houses 20.00 20.00 12.50 

Foreign Branches 30.00 - - 

Direct Buyers 18.50 16.00 20.00 

Buyer‟s Agents 20.00 - - 

OEM‟s - - 9.00 

Ancillary Unit Supplying to Parent 

Co. 

- - 37.00 

No. of Firms 32 20 24 

Note: AGM denotes Average Gross Margin 

Channel Concentration 

The channel concentration has been measured by Herfindahl type of Channel Concentration 

Index (HCCI). Where an exporter makes use of only one type of marketing intermediary, the 

value of this index comes to 1 showing maximum channel concentration. As the value moves 

downwards, this index suggests a diversified channel mix. 

Industry-Wise 

The channel concentration index for textile industry is 0.7029. Approximately, 28% of 

exporting units belonging to the textile industry have the index value as 1. However, 25% of 

firms have the value of this index at less than 0.50 suggesting that these firms operate with 

relatively diversified channel mix. It appears that majority (47%) of firms have moderate 

concentration in their channel mix.  

In case of food processing industry, index value comes to be 0.7585 – a little higher than the 

textiles industry. It implies channel concentration is somewhat greater than the textile 

industry. As many as 35% food processing units have the index value as 1 indicating the use 

of a single channel for effecting exports. But only 10% of units are found to have the index 

value less than .50 implying a low channel concentration. Remaining 55% of units carry the 

index value ranging between 0.50 and 1. It shows highly concentrated channel mix for the 

industry.  
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In case of engineering industry, the concentration index is found to be highest (0.7904) 

amongst the industries under survey. In this industry, approximately 46% of units are found 

to have the index value as 1 and only 8.33% have the value as less than 0.5. It implies 

approximately 92% of units have the index value as more than 0.5. 

It may be concluded that the channel concentration is found to be maximum in case of 

engineering industry followed by food processing industry. 

Status-wise analysis 

The Herfindahl type of channel concentration index takes the average value as 0.7452 for the 

whole sample. The value of this index in case of „special status‟ category is 0.7134 which is 

lower than the average for the aggregate. In implies that compared to non-status units, special 

status units use somewhat diversified channel mix. But, the non-status category is found to 

have more concentrated channel mix (0.7865) which is more than the aggregate index.  

Order Generation 

„Personal visit to foreign countries‟ is considered to be most effective means of getting orders 

by approximately 86% of all exporters. Obtaining orders directly from buyers is next 

important means of getting orders. According to „all exporter‟ category third measure which 

is effective source of order generation, is commission agents. Trade fairs are considered 

fourth important measure to fetch orders. 

Industry-wise statistics reveal that „personal visit to foreign countries‟ is considered to be 

most effective source of order generation by all the three industries under survey. However, 

„resident buying houses‟ are considered equally important by textile industry. Generation of 

export orders by „direct‟ means is placed at second position by food processing industry 

(90%) and engineering industry (46%). Third important source of getting export orders, in 

case of textile industry and engineering industry is through trade fairs, however, a very small 

number (33%) of firms of engineering industry in comparison to textile industry (72%) 

considers this source important. This implies that trade fairs are comparatively more 

important source of order generation for textile industry in comparison to engineering 

industry. In case of food processing industry, „commission agents‟ get third position. 

It may be concluded that „personal visit to foreign country‟ is considered most important by 

all the categories to secure orders. „Resident buying houses‟ are considered very important by 
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textile industry only. Securing export orders directly and through commission agents are 

significant measures in case of food processing industry only (as this is the only industry 

where more than 50% of firms think so). Inspite of equal ranks to „trade fairs‟ by textile and 

engineering industry, it seems to be more significant measure in case of textile industry in 

terms of percentage of firms.  

TABLE - V 

RANKING OF SOURCES OF ORDER GENERATION 

 

Sources 

All Exporters Textiles Food Processing Engineering 

% RANK % RANK % RANK % RANK 

Personal visit to Foreign 

Countries 

86.33 I 81 1.5 95 I 83 I 

Export Promotion 

Council/Govt. Agencies 

09.33 VI 06 VI 05 VI 17 5.5 

Export House/Trading 

House 

06.33 VII 06 VI 05 VI 08 VII 

Trade Fairs  40.00 IV 72 III 15 IV 33 III 

Own Commission Agents 44.00 III 37 V 70 III 25 IV 

Resident Buying Houses 36.00 V 81 1.5 10 V 17 5.5 

Direct Buyers 60.00 II 44 IV 90 II 46 II 

Foreign Branches 02.00 VIII 06 VI - - - - 

No. of Firms 76 32 20 24 

 

Findings and Conclusions 

Three major channels that emerges as most widely used channel are „direct buyers‟, 

commission agents etc. and „merchant distributors‟. The aggregate analysis brings out that the 

majority of exporters favour „commission agents etc‟ followed by „direct buyers‟.Special 

status exporting units have been observed to follow the same order of priority while in case of 

non-status units the ranking order is reversed. However, „merchant distributor‟ has been 

placed at third position in all the three categories of analysis. 

Industry-wise analysis brings out that textile industry favours most „commission agents etc‟. 

„Direct buyers and „merchant distributors‟ carry equal weight after that. „Commission agents‟ 
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followed by „direct buyers‟ are considered to be most important channels in case of food 

processing industry. Very small number of firms belonging to food processing industry have 

been found to make use of „merchant distributors: This channel has been found 

comparatively unimportant in case of food processing industry „Direct buyers‟ have been 

found to be of paramount importance in case of engineering industry. However, „commission 

agents‟ and „merchant distributors‟ are considered equally important after „commission 

agents‟. It may be noted that „resident buying houses‟ are important in case of textile industry 

as significant number of exporting units have been found using it. 

Aggregate analysis in terms of gross margin rate (GMR) highlights that GMR is the highest 

in case of commission agents (out of major channels) followed by „merchant distributor‟ and 

direct buyers‟ respectively. It may be noted that „direct buyers‟ are preferred vis-a vis 

„merchant distributors‟ despite a low GMR. Non-Status category also observes the same 

ranking order of channels on the basis of gross margin rate. „Direct buyers‟ are followed by 

commission agents in case of non-status group. In case of special status firms „direct buyers‟ 

are providing highest GMR (amongst major channels) followed by commission agents‟ and 

„merchant distributors‟ respectively. However, it is important to note that in the case of 

special status firms, inspite of providing higher margin rate „direct buyers‟ are preferred only 

after commission agents who give lower GMR. This may be an interesting observation that 

GMR offered by „direct buyers‟ to special status firms is higher than that offered to non-

status firms. It appears that „direct buyers‟ woo „special  status‟ firms. This may be due to 

quality or ability to execute big orders. Somehow the direct buyers are not being preferred to 

„commission agents‟. In case of foreign branches however, the gross margin rate is very high 

but the resource crunch and risk factor may influence the decision against using them. It has 

been observed that the food processing and engineering industry set preference with respect 

to the marketing channels on the basis of gross margin rate. 

Channel concentration as reflected by Herfinadhl type of Channel Concentration Index 

(HCCI) suggests that textile industry has moderate concentration in their channel mix, Food 

processing industry is characterized by highly concentrated channel mix. However, the 

channel concentration is found to be maximum in case of engineering industry.  

„Personal visit to foreign countries‟ is considered to be most effective means of getting orders 

by all the categories. While resident buying houses‟ have been found to be significant source 

to secure orders only in case of textile industry. Inspite of equal ranks to „trade fairs‟ by 
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textile and engineering industry, it seems to be more significant measures in case of textile 

industry in terms of percentage of firms.Securing export orders directly and through 

commission agents are found to be important source in case of food processing industry. 
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