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Part I- global 

supply chain
1- The bullwhip effect

2- From domestic to global supply chain

3- Vertical integration issues
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1- the 

bullwhip

effect

Upstream channel

Bullwhip effect when

demand distorsion

Time and distance factors

Bullwhip effect and its
behavioral causes

Individual decisions, a 
threat of product

shortage

Types of incentives, 
shortage cost

Lead time reduction as a 
solution

Order batching

Price fluctuation, price
promotion

Rationing and shortage
gaming



Bullwhip





Supply chain example

 Raw material 1 week

 Production 1 week

 Distribution 1 week

 10 cases moving to 20 cases and 10 cases in the pipe 

line ….







From 

domestic 

to global 

supply 

chain

Substantial geographic
distances, long transport 
lead time is erratic

Added forecasting
difficulties and 
inaccuracies, coordonate
promotion

Exchange rates and other
macro economic
uncertainties

Infrastructural
inadequacies

Lack of local process 
equipment and 
technologies, worker skills

Inadequacies in 
transportation and 
telecommunications
infrastructures

Explosive dimensions of 
product varieties in global 
markets



3- vertical 

integration 

issues

Country environment

Market

Labor cost & skill

Local managerial

capacity

Political risk

Import controls

Cultural compatibility

Competitive situation

Fragmented

distribution channels





Company 

characteristics

Product

Brand differenciation

Service intensity

Technology

Stability

Complexity

resources



Vertical integration for 

better control of 

distribution channels

Capital exposure 

and organizational 

complexity

activities different 

from the company 

core business



Performance Indicators

Percentage invested in inventory = (Average inventory 

investment / Total assets) × 100

TRACKING INVENTORY INVESTMENT

  Home Depot’s management wishes to track its 

investment in inventory as one of its performance 

measures. Recently, Home Depot had $11.4 billion 

invested in inventory and total assets of $44.4 billion.

Determine the investment in inventory and total assets

 Percent invested in inventory = (11.4/44.4) × 100 = 25.7%

 If Home Depot can drive its investment down to 20% of 

assets, how much money will it free up for other uses? 



Performance indicators

Inventory turnover = Cost of goods sold /Average inventory investment

 PepsiCo, Inc., manufacturer and distributor of drinks, Frito-Lay, and 

Quaker Foods, provides the following in a recent annual report 

(shown here in $ billions). Determine PepsiCo’s turnover. 

Inventory turnover = Cost of goods sold / Average inventory investment 

=                                    14.2/1.69 = 8.4  

If Coca-Cola’s cost of goods sold is 
$10.8 billion and inventory 
investment is $.76 billion, what is its 
inventory turnover?



Performance indicators

Weeks of supply = Average inventory investment/(Annual cost of goods 

sold/52 weeks) 

 Using the PepsiCo data, management wants to know the weeks of 

supply.

We know that inventory investment is $1.69 billion and that weekly sales 

equal annual cost of goods sold ($14.2 billion) divided by 52 = $14.2/52 = 

$.273 billion

Weeks of supply = (Average inventory investment /Average weekly cost of 

goods sold) = 1.69/.273 = 6.19 weeks 

 If Coca-Cola’s average inventory investment is $.76 billion and its 

average weekly cost of goods sold is $.207 billion, what is the firm’s 

weeks of supply?



Comparisons 



Part II – 

International 

distribution 

strategies



How to 

enter 

foreign 

markets

 Decision criteria for entry method

 Number of markets

 Penetration of markets

 Market feedback

 Control

 Incremental marketing costs

 Profit possibilities

 Investment requirements

 Administrative requirements



How to enter foreign 

markets



 Personnel requirements

 Exposure to foreign problems

 Flexibility

 Risk

 A decision model





Indirect exporting

•Foreign sales through 
domestic sales 
organization

•Potential advantage of an 
EMC

Cooperation in 
exporting

Export trading 
companies

•Piggyback

•Method of operation

Direct exporting

•The task of export 
management





 Marketing through foreign distributors

 Foreign manufacturing as foreign-market entry





 Approaches to foreign manufacture  

 assembly

 Contract manufacturing

 Licensing

 Evaluating licensing

 Managing

 Joint ventures in foreign markets



MANUFACTURERS & 

INTERNATIONAL 

DISTRIBUTION



Available networks

Wholesaling 
in foreign 
markets

Service
Retailing in 

foreign 
markets





Retailing services

•Carrying inventory

•Product display

•Distribution trends in world markets

•Four major distribution trends

•Internationalization of retailing

•Direct marketing

•Discounting

Marketing through foreign 
distribution channels

•International or national patterns



 Direct versus indirect channels

 Selective versus intensive distribution

 Working with the channel

 Keeping channels up-to-date

 Growth of a firm in a market

 Large-scale retailing

 Other changes
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Structure of international 

distribution networks







The structure of the 

channel

 Market coverage







Degree of integration





 Grey markets and unofficial distribution channels

 internet









EVALUATION 
OF
GLOBAL 
RETAILING 
WORLDWIDE



Evaluating retail 

globalization

 What are the keys to success in retail globalization ?

 Main trends
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