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EXECUTIVE SUMMARY:

                                 
This project is about the distribution channel conflicts. Distribution channel is that where product is ultimately delivered to the final consumer or customer through various channels. In this project we have to study the conflicts between the different channels of distribution.

For this purpose we have selected the telecom sector. Telecom industry deals with the activities and services of electronic systems for transmitting messages through cables, telephone, radio and television. In the telecom sector we have selected the UFONE.It is one of the six GSM Mobile companies in Pakistan and is a subsidiary of Pakistan Telecommunication Company. The company commenced its operations on 29 January, 2009.It is currently owned by United Arab Emirates based Etisalat.Mr.Abdul Aziz was the founder if this company.

For data collection, we made three visits. We visited two franchises of Ufone and one business centre. We have found some conflicts there that we mentioned in the horizontal and vertical conflicts. Ufone is using 3-level distribution channel i-e; head office to business centre to franchise to retailer to consumer. In vertical conflicts we found; favoritism, blackmailing, technical errors, undersupply of stock, oversupply of stock, e-commerce and unauthorized retailers. In horizontal conflicts we found; franchise to franchise competition, and area violation.

After discussing the conflicts, we have mentioned how these conflicts are controlled by the company. Some are controlled by the company but some are uncontrollable for the company e-g; area violation. At the end we give some suggestions how these conflicts can be controlled. For example we have suggested that the area violation conflict can be controlled by the courteous behavior of the staff, and mostly conflicts can be controlled by centralization of authority.
INDUSTRY PROFILE
TELECOM INDUSTRY:
Telecommunications industry deals with the activities and services of electronic systems for transmitting messages through cables, telephone, radio or television. 
Components and factors responsible behind the growth of telecommunications industry: 

Two major factors responsible for the growth of telecommunications industry are use of modern technology and market competition. One of the products of modern technologies is optical fibers, which are being used as a medium of data transmission instead of using coaxial or twisted pair cables. Optical fibers can carry a high volume of data and are easier to maintain and install. Use of communication satellites makes this [image: image17.png]


telecommunications industry a booming industry. 

The use of mobile network has a crucial role behind the growth of an improved [image: image2.wmf]

telecommunications industry. Leading companies are showing their interest to invest in this [image: image3.wmf]

telecommunications industry. 

[image: image4.wmf]

Telecommunications industry is going to be a digitized one. Use of ISDN (Inter Services Digital Network) makes this telecommunication industry a total digitalized system and eventually enhanced the speed and quality of digital communication. 



The introduction of these advanced technologies makes the [image: image5.wmf]

telecommunications industry a competitive one, where a number of multinational companies have shown their interest to invest in this industry and consequently the prices are reduced, the quality is also improved. During the period of 1990, the [image: image6.wmf]

telecommunication industry showed a speedy growth in terms of investment and eventually increased the competition. The competition between the companies led to the decline of revenues.

LEADING FIRMS IN THE TELECOM INDUSTRY:
The leading firms in the telecom industry are:

· Mobilink

· Warid

· Telenor

· Ufone

COMPANY PROFILE
Ufone GSM is a Pakistani GSM cellular service provider. It is one of six GSM Mobile companies in Pakistan and is a subsidiary of Pakistan Telecommunication Company. It has a subscriber base of 20.05 million as of July 2009. It is currently owned by United Arab Emirates based Etisalat.
INTRODUCTION:
The company commenced its operations under the brand name of Ufone from Islamabad on January 29 2001. Ufone expanded its coverage and has added new cities and highways to its coverage network.

Company profile
PTML is a wholly owned subsidiary of PTCLEstablished to operate cellular telephony. The company commenced its operations, under the brand name of Ufone from Islamabad on January 29 2001.

During the year, as a consequence of PTCL’s privatization, 26% of its shares were acquired by Emirates Telecommunication Corporation (Etisalat). Being part of PTCL, the management of Ufone has also been handed over to Etisalat. During the year July 2005 to June 2006, further expanded its coverage and has added new cities and highways. Ufone has network coverage in more than 750 cities, towns and across all major highways of the country.

During the year Ufone completed the network expansion of Phase 4 in existing as well as in new cities and towns which amounted to more than US Dollar 170 million. As a result the asset base of the Company has increased from Rs. 20 billion to Rs. 27 billion.

During the year Ufone adopted the policy of simplified tariffs with no hidden charges, which resulted in positive impacts on the usage trends of subscribers as well as total subscriber base, which has increased from 2,579k in June 2005 to 7,487k in June 2006. Ufone currently caters for international roaming to more than 195 live operators across 119 countries and introduced International roaming facility for Prepaid subscribers in Saudi Arabia, United Kingdom, United Arab Emirates, Singapore, Portugal and Kuwait with lowest rates, featuring no security deposit and activation charges. GPRS Roaming facility is available with more than 75 Live Operators across 59 countries.

The company has also been awarded a new License for providing cellular services in Azad Jammu & Kashmir and the Northern Areas.

OPERATING PERFORMANCE:
Ufone’s operational performance has been very encouraging. Despite the stiff competition in Pakistan telecom market which has led to reduction of prices to bare minimum level, due to its aggressive policies and exercising strict control over expenses the Company managed to improve its revenue and after-tax profit by 87% and 54% respectively, as compared to last year.

FUTURE PLANS:
In order to extend cellular network to new cities, towns and highways and enhance its current installed capacities in existing cities, Ufone has finalized a huge network expansion contract amounting to about USD 550 million, which will enhance the subscribers’ capacity by 10 million. This is the largest ever expansion project of Ufone.

NETWORK UPGRADATION:
Under the agreement, Huawei will provide its future-oriented EnerG GSM solution to expand Ufone's network to cover over 2200 cities, towns, villages and all major highways in the country. The network also allows Ufone subscribers to have high-speed wireless data service.

The GSM contract for Ufone also include Huawei's new generation GSM dual density BTS that feature high integrated and receiving sensitivity to improve the network performance and lower the cost of network construction and O&M expenditure. In addition, Huawei will provide Mobile Softswitch solution based on the advanced R4 architecture to satisfy Ufone's network expansion requirements, enables the telecom service provider to evolve into 3G.

PRIVITIZATION:
The growth of the cellular sector in Pakistan can also be attributable to good governance policies of the government of Pakistan and the Privatization Commission. In April 2006, Emirates Telecommunication Corporation, which is commonly known as Etisalat, has assumed management control of Pakistan Telecommunication Corporation Ltd – part of the $2.6bn deal to buy a 26% stake in PTCL. The successful privatization of PTCL, and consequently Ufone, is hailed as ushering in a new era for telecommunications in Pakistan.

KEY ACCOMPLISHMENTS:
Ufone has played a limited but significant role in the development of the cellular market in Pakistan. It was first to launch the GPRS services and Multi-media Messaging Service (MMS) and prepaid roaming in Pakistan.

PERFORMANCE:
As mobile users in the country have reached over 76 million[2] at a very rapid pace, Ufone has maintained itself as the 2nd largest cellular operator in Pakistan with a subscriber base of around 20 million and a market share of nearly 25%. Ufone has seen a subscriber growth rate of over 200% in the last year, and since the start of 2005 Ufone added nearly 5 million subscribers onto its network. Subsequently the growth in subscriber base caused a healthy trend in revenues which have doubled.[3]
BRAND:
While keeping its tradition of being the trend setter in the industry, Ufone changed the image of mobile phones from a luxury only affordable by the elite, to a necessity affordable by the common man. Since its inception, Ufone has positioned its brand for masses. In keeping with the upcoming competition and market dynamics, Ufone increased its focus on the youth segment (which comprises 50% of the population), with the Prepay brand. By designing market focused products, Ufone’s brand team launched aggressive campaigns, which further increased the brand equity. The new brand image gained huge popularity amongst the targeted market. A recent marketing survey conducted by a prominent marketing research company showed that Ufone has considerably increased its brand visibility and image. Ufone’s Prepay brand is now considered to be one of the most favored brands by the youth market and is followed by other mobile operators launching their respective brands for the youth market. This marketing boost has been much credited to the humorous and light advertising, presenting the brand itself in a light hearted fashion, setting a new trend in the market.In other words, Ufone has created a "Blue Ocean" for advertising in Pakistan.

INTERNATIONAL COVERAGE:
Ufone provides International Roaming facility with more than 150 international operators across 79 countries. Ufone has GPRS roaming agreements with several international operators and also pro

CUSTOMER SERVICE:
Ufone has 21 company-owned Sales & Customer Service Centers and nearly 250 franchisees across the country.

BRIEF FACTS ABOUT  UFONE:

Type                          Private

Genre                       Subsidiary

Founded                   January 29, 2001

Founder(s)                Pakistan Telecommunication Company limited

Head quarters           Islamabad, Pakistan

Area served              2336 cities of Pakistan

Key people               Abdul Aziz, CEO

Industry                    Telecommunication

Products                   Post pay, Pre pay

Revenue                   Rs.5.1 billion PKR. (first quarter 2006-07)

Parent                       PTCL. Pakistan

MISSION STATEMENT OF UFONE:
Ufone, it's all about U! We are, where you want to be…
…At Ufone we aim to provide you with wider coverage, superior connectivity, clear signals & voice quality. Wherever you are, Ufone keeps you connected."


10 COMMANDMENTS:
We believe

“Service first”

We Greet

“Aslam O Alaikum,Welcome

To Ufone”

We Hold

“A smile for U!”

We Try

“To understand your needs and meet your expectation.”

We Listen

“To U and Treat U with respect.”

We Provide

“Accurate information on all our products and services.”

We Accept

“Responsibility to resolve all your problems.”

We Apologize

“When U face inconvenience.”

We Say

“Thank you for visiting us. Have a nice day. Allah Hafiz.”


We Commit

“It’s all about U”

CEO OF COMPANY:
Mr. Abdul Aziz has rejoined Ufone as President & CEO in December 2007. A fellow Chartered Accountant, he has over fourteen years of experience in the Telecom Industry both local and International including Europe, Asia and Africa.

During his career he has held various senior level positions with companies including Millicom International, S.A., Ufone GSM and Celtel International. Mr Aziz, being first CFO/Cosec was a key member of the Core Team which launched Ufone in 2001.
LOGO AND SLOGAN OF UFONE:
Logo of Ufone:
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Slogan of Ufone:

“It’s all about U”

PRODUCTS OF UFONE
1-     UFONE PREPAYS:



Ufone prepay is the product segmented for the youngsters. They are segmented on the basis of their age and status. They recharge through the prepaid cards whenever they feel comfortable to load the cards.

2-      UFONE POSTPAY:



Ufone post pay is created for the executives and business class people, who require making calls within the county or internationally for the business purpose. Business executives enjoy the benefits and value added services connected with post pay products of Ufone.
3-   UFONE FOR EVERYONE:



The telecom market’s growing rate in Pakistan is higher than any Asian country.Ufone offers lower rates and better network than other already established cellular companies. All living standards have been captured by Ufone like students, labor, businessmen and etc.ufone aims to provide with wider coverage, superior connectivity, clear signals and voice quality to their valued customers.

4- U CIRCLE:



Prepay provides an easy way to call friends and family, Ufone is making it easy for its customers to call friends and family U circle. Now the consumer can talk more for less with the most economical rates to call their Ufone Circle.
5- U SHARE:



Ufone prepay customers can now share their balance with each other through a single SMS in three easy steps.

COMPETITORS:
There is severe competition in telecom industry in Pakistan.the main players in this competition are as follows.

 

                                                                       






   
  


DISTRIBUTION CHANNELS

DEFINITION:

· A set of interdependent organizations (intermediaries) involved in the process of making a product or service available for use or consumption by the consumer or business user. 

· Channel decisions are among the most important decisions that management faces and will directly affect every other marketing decision.

Why are Marketing Intermediaries Used?

· Greater efficiency in making goods available to target markets. 

· Offer the firm more than it can achieve on it’s own through the intermediaries: 

· Contacts 

· Experience 

· Specialization 

· Scale of operation 

· Match supply and demand. 

DISTRIBUTOIN CHANNEL FUNCTIONS:

· Contact 

· Financing 

· Information 

· Risk Taking 

· Promotion 

· Matching 

· Negotiation 

· Physical

BENEFITS:

Intermediaries, however, provide several benefits to manufacturers and consumers

· Improved efficiency

· A better assortment of products

· Routinization of transactions

· Easier searching for goods as well as customers.

INTENSITY OF DISTRIBUTION:

· Intensive Distribution
· Exclusive Distribution

Ufone is dealing in intensive and exclusive distribution. 
LEVEL OF DISTRIBUTION CHANNEL IN UFONE:
3 level distribution channels is used in ufone as:
        HEAD OFFICE
           


    BUSINESS CENTRE
               

       FRANCHISE                

        RETAILOR

              

       CUSTOMER

PUSH & PULL STRATEGY:

A push-pull-system in business describes the move of a product or information between two subjects. On markets the consumers usually "pulls" the goods or information they demand for their needs, while the officers or suppliers "pushes" them toward the consumers. 

PUSH STRATEGY:

A push strategy in marketing is used when there has been a development or improvement on a new product which is unknown to the consumer. As there is no consumer demand in the product launch, the product and the information are "pushed" to the consumer by distribution and promotion.
PULL STRATEGY:

The company creates demand by using different promotional tactics and then the consumer requests the product and “pulls” it through the delivery channel.

Ufone is using the PUSH strategy.

PROMOTIONAL ACTIVITIES
1- Schemes:

                           Different schemes have been launched by u fone time to time to facilitate the customers. The most recent schemes that they have launched their Mobil seta and it became very popular among the customers.

2- Packages:

                            Different packages have been introduced by ufone for the convenience of the customer. It may include the SMS, MMS and call rate packages.

3- Public Relationing:

                                     PR plays very important role in building up of any company’s image. For this u fone have conducted many concerts, programs and provide sponsorship to many entrepreneurship programs and events.
4- Advertisement:

                                  Advertisement is very important tool of promotion.ufone have made many ads, TVC’s to promote their products.

5- Direct selling:
                                  Ufone is also doing the direct selling as the promote their products by imposing stalls in different occasions, at any fairs, universities, colleges, schools, concerts and etc.

CONFLICTS:
There are number of problems and conflicts arise among the Distribution Channels of Ufone. Some major conflicts can be discussed here under:
1. Vertical conflicts
2. Horizontal conflicts

Vertical conflicts:

                       It occurs among firms at different level of the same distribution channels. In Ufone they are as under:

1. Favoritism 

· (B-F) when a firm nominates a person for achieving maximum targets and allows some incentives that procedure is done silently so there can be a conflict among business centre and other franchises.
· (F-R) Issuance of golden numbers to some dearones without charging extra amount.
2. Blackmailing (F-W)                                                                                                                                                                  

This type of conflict can arise between franchise and wholesaler in a case when wholesaler refuses to pay the previous payment and demands for more stock and if a franchise refuse then wholesaler can threatened by switching franchise and not to clear the previous payment too.
3. Technical errors (HO-B)

This conflict arise when the stock received by franchise is having some technical errors like in case of chips or sim error in which it refuse to identify location.
4. Undersupply of stock (B-F)

Low supply high demand e.g. in Ramadan the ufone mobile set demand gone so much higher but the supply was not adequate to meet it. franchise on a quota system sale out in open market and gain high profits but in franchise they sell on regular prices.
5. Oversupply of stock (B-F)

Because of high supply of stock pressure puts on franchise and in order to sale It out sometimes franchise has to bear loss.
6. E-commerce (B-F)

Now a days this has become a very hot issue because customer is availing such services online which is also providing by the existing franchise or outlet and this become loss for existing franchise.
7. Unauthorized retailers (B-F)

There are 2200 authorize retailers in Faisalabad city. But there are many others which are uncertified, in case of rate by PTA and if these unauthorized retailers are caught by police then this can be problem for retailer.

Horizontal conflicts:

 It occurs among channel members at same level in a distribution channel. In Ufone these are as under:

1. Franchise to franchise competition (F-F)
 Every franchise wants to achieve maximum targets and for that they will try to gain as much customers as they can (through area violation or giving incentives to customers like any promo activity).
2. Area violation (F-F)

If a customer of a certain area prefer area franchise this will lead towards the area violation. e.g. a madina town franchise customer goes to d-ground franchise then it will affect the sale of madina town franchise.

HOW DOES COMPANY MANAGE THE CONFLICTS?

1- Favoritism is eliminated as business centre is restricted to own any franchise according to Ufone rules and regulations. 

2- To control black mailing the management of Ufone discourages whole sellers.

3- Management have issued predefined set of rules to avoid the issue of over and under supply of stock.

4- Business centre purchases the Sims from the unauthorized retailers and issues purchase invoice as evidence and charges some penalty to that franchise which issued the Sims.
5- They are trying to control F to F competition by fair performance of the franchise and setting the targets.

6- Area violation is controlled by 

·  Warning
· Penalty up to 75000 Rs.
· suspension
SUGGESTIONS:
Now we are going to suggest the solutions of conflicts. These are:

1- Firstly there should be predefined set of rules and regulations, so that many conflicts can be removed.
2- Favoritism should be avoided.


3- There should be centralized authority.

4- Black mailing can be avoided as they should prefer cash basis as compare with credit dealings. And secondly there must be something as security to franchisee from the whole seller.

5-   The area violation can be avoided as

· Company should provide the stock to the franchise timely, so that its stock never is finished.

· Behavior of the staff should be courteous so that customer never be offended.

· Environment of the franchise should be friendly with the customer.

· There should be well qualified staff in the franchise.

· There should be accurate flow of information from the staff members to the customer.

6- Technical errors can be eliminated as company should check the stock properly before delivery of order.

7- There should accurate balance between the supply and demand of the products so that over supply and under supply issues never be raised.

8- The conflict between the franchise to franchise advertisements can be removed if the authority is centralized.

9-    Company should limitize the authorities to online for the sake of franchise.
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