Acta Metallurgica Slovaca, 14, 2008, 2 (286 - 291) 286

THE PROCESS OF STEEL AND METALLURGIC PRODUCT DISTRI BUTION
IN POLISH MARKET

Gajdzik B.

The Slesian University of Technology, Faculty of Materials Science and Metallurgy,Department
of Technological Processes Management, Poland, 40-019, Katowice Krasiziskiego street, No. 8
E-mail: bgaj@op.pl,

PROCES DISTRIBUCIE OCEIZOVYCH A HUTNYCH VYROBKOV NA PO I:SKOM
TRHU

Gajdzik B.

The Slesian University of Technology, Faculty of Materials Science and Metallurgy,Department
of Technological Processes Management, Poland, 40-019, Katowice Krasiriskiego street, No. 8
E-mail: bgaj@op.pl,

Abstrakt

Prispevok opisuje zmeny, ktoré sa realizuju v esec distriblcie odevych a
hutnych vyrobkov na pgdskom trhu. V Eurépe sa tovar predava prostrednfgtvo
sprostredkovat®v, zastupcov. V Asku oceliarne organizuju predaj svojich vyrobkow V
svete sa distriblcia uskuifuje pomocou sieti a centier s najlepSimi info¥fmemni rieSeniami.
Spolupraca v rdmci informéacii je zédkladnym prvkoistidbuéného systému.

Abstract

The paper shows what changes are realized inrteegs of steel and metallurgical
product distribution in polish market. In Europeode are sold by mediator, agents. In Poland
steelworks plants organize selling of their goddsthe World distribution is realized by nets
and centres, that have got the best informatioolations. Channels co-operation are the basic
elements of distribution system.

Key words: distribution of steel and metallurgical prodydsstribution channels, distribution
networks, simultaneous marketing (SM)

1. Introduction
As a product manufacturer, a steel company is @ilextly or indirectly involved in

the process of steel and metallurgic product dhistidn. Distribution is a marketing tool used
for arranging accessible and convenient spotsHerbuyer and organizing different product
sales methods. Distribution is a process employsmanagement functions (planning,
organizing, managing and controlling). Distributiathannels constitute the base of the
distribution process. In the metallurgical industligtribution is a specific structure of the steel
products sales. The structure is made up by alinbss entities whose role is to offer the
products to customers [1]. In contrast with thedpe@an Union states, where the steel products
distribution is predominantly handled by specialig$tribution companies (or a distribution
network), in Poland distribution is directly dealtith by manufacturers (steelworks).
Consequently, Polish manufacturers incur excesspgt and risk. In the future the steelworks
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will seek specialized, metallurgic product disttibn networks. This article presents the
principles of metallurgic product distribution, tag§ into account the key directions of changes.

2. The principles of steel products distribution

When proceeding to the distribution of steel priditheir manufacturers take into
consideration a variety of factors such as thelipation of points of sale (purchasers), the sales
volume and type, service methods or the scope ditiadal services provision. The steel
products distribution channels may vary in lengtbpending on the number of intermediaries,
as well as in width, depending on the number adrimediaries on the same level. The shortest
distribution channel is direct distribution whichkes place when the metallurgic products
manufacturers themselves provide their productscustomers. Table 1 below shows the
classification of basic distribution channels.

Table 1 Classification of distribution channelsretallurgical sector [1]

Classification criteria Channel types

direct,

indirect.

own,

external.

short,

long,

narrow,

wide.

steel and metallurgical products,

Flow information,

payments.

basic,

auxiliary.

conventional (traditional),

modern (network).

long-term cooperation agreements, the so-calledn@aship,
agreements,

e:ﬁhort-term agreements,

Other, e.g. periodic orders,

cooperation within internal and specialist commatian
networks,

traditional cooperation (telephone, fax, e-maikspeal contacts),
domestic (distribution within a given country)

Channels' range (localization) foreign (international sales networks),

combined.

Participation of intermediaries

Property type

Channel structure

Channel’'s importance for the manufacturer

Degree of innovation in the channel

Type of relations linking the distribution chan
participants

Having analyzed the sales process in the metahirgsector one can indicate
specialist companies that handle the sales of mmjalal products, distribution networks,
company agencies, shops and manufacturer’s trdangches (table 2).

Prior to the distribution process planning, st@hpanies analyze customers' needs,
define the distribution strategy, identify possikbriants of actions and make a selection of the
best distribution channel [3]. The most commorecidt used by steel companies in the choice of
a channel include: the structure of the distributi@twork, frequency of purchases, the size and
absorption of the market, distributor's marketiragsition. In the customer service process state-
of-the-art IT solutions are used. Through the istion channels the flow of both the steel
products, copyrights, payments and information pase order, quote, sales contract) is made.
Considering the aforementioned flows, banks, atsieg agencies, warehouses, transportation,
logistics and forwarding companies are also padicis of the distribution channel.
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Table 2 Basic forms of steel products sales [2]

Type of trade intermediary Scope of activity
Sales distributors Sales distributors purchaselymis directly from the manufacturer |or
manufacturer’s agents as well as from manufacsieading branche
with a view to selling the products to end-cust@near other
intermediaries.

Distribution networks Distribution networks are ared as a result of partnership strategy
(cooperation, consolidation) in order to gain a petitive advantags.
The are based on an efficient computer network ximmaation of the|
customer service quality, modern distribution ctelsand strategic ard
cooperative connections.
Manufacturer’'s agents Manufacturer's agents areepeddent representatives of a giyen
manufacturing plant or, in fact, its products ftiend to sell products ¢
one or several different manufacturers). They petiducts to sale|
networks or directly to end-customers.

Manufacturer’s trading branches (offices) Tradingriches are set up by a manufacturer to handleupirpd
distribution to sales networks or to sell produchsectly to end-
customers.

[

an=n

3. New trends in steel products distribution

The economy of the EU member states attempts jistatb the global economy
where fierce competition is prevalent due to limifossibilities of manufacture products sales.
Manufacturers increase their production designimyv nproduct models and patterns and
reorganizing distribution processes. Businessgmresble for steel product distribution, on the
other hand, establish distribution networks andisercentres based on modern technological
and IT solutions. Market analysts claim that metgical products innovation strategies,
manufacturing engineering strategies (new manufigiu technologies) along with the
distribution and customer service system play a tag in competition on the global steel
market. It needs to be stressed that those tlysterss i.e. manufacturing, distribution and
customer service should apply the so-called simattas marketing (SM) [4] in order to
accomplish the end result inertia which is the dlowf product sales. The latest reports on
changes in steel products distribution demonstiaedramatic changes will soon take place in
the metallurgical sector. The product delivery eyicl domestic and international transportation
will be shortened [4]. At present, owing to the el@pment of electronic communications, those
cycles already function faster. Products offeredvayious companies are presented on their
websites and customers are given an opportunityotomunicate via the Internet and other
internal and specialist communication networks. @ooan now be purchased off the Internet
and in such a case a given product is automatisaliyaside by the manufacturer or distributor.
In the metallurgical sector a very wide assortnwdrgoods is distributed, while an effective use
of IT tools assists customers in making the righbice and purchase. The distributors of
metallurgical products are required to place puseharders systematically, to budget costs, to
thoroughly plan sales and, first and foremost, @&icnlously follow and keep trace of individual
transactions. Thanks to the latest IT solutionsridlistors can manage the assortment of goods
sold in a multitude of sizes and sorts (type, dualarameters). IT systems enable their user to
avoid problems related to inventory and analysig@dds purchased in individual steelworks
and their parameters (such as heat, diameter,quigbeet type, the angle or radius of cutting
and bending, reductions, diameters, welds). It s gpossible to obtain any analytical
comparisons and define detailed sales volume fer Mimole assortment. The information
acquired in this way is the basis for the preparmatf a competitive offer. The high value of a
single purchase order does not allow the distribtdomake mistakes in its processing. The



Acta Metallurgica Slovaca, 14, 2008, 2 (286 - 291) 289

electronic circulation of documents allows for dishing the error rate and accelerating
purchase order execution. In addition, IT systemmvige information about the customers.
Access to this information is helpful in settingnbs and conditions for regular and special
customers (amount, prices, delivery conditions,) eltmust be added that a modern distribution
system is founded on operational controlling. Opienal controlling is a process involving the
assessment and correction of the tasks carrieihaerms of the evaluation of targets met. It
consists in collecting, estimating and analyzinfprimation that aims at correcting improper
elements in distribution as well as in identifyitige possibilities of improving the process.
Controlling enables distributors to rationalizeidety costs. It is implemented by specialized
task groups that comprise: coordinators, plannedscantrollers. [5]

Nowadays it is steel distributors that are resfmasfor the quality of the
metallurgical assortment on sale and, thereforeh dalivery is accompanied by attestations and
certificates. Those documents allow for the tradialof goods whereas modern technological
and IT systems, increasingly common in metalluggicducts distribution, make it possible to
track and monitor the path of a given batch of pdsl and its quality parameters. As regards the
frequency of purchases, steel plants may apphntemsive distribution strategy with frequent
deliveries, a selective strategy with periodic dlies and an individual strategy which is tailor-
made to suit a given customer’s specific needs.

In Poland the dominant type of steel productsrithistion is direct sales, i.e. sales
directly from steelworks to the end-customers. Tirket share of sales via distributors i.e.
intermediaries is around 18-22% (fig. 1).

distribution =

209

Fig.1 The key forms of distribution of steel andtafiergical product in Polish market [6]

In the rest of Europe, however, the situatioreigerse. Over 65% of steel products are
sold via wholesale intermediaries and specialistrithution networks equipped with, among
others, modern service centres (fig.2).

Direct
distribution
35%

I

Indirectw

distribution
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Fig.2 The key forms of distribution of steel andtafl@rgical product in European market [6]
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Table 3 Ranking of the biggest Polish distribsitof steel [8]

[IEDIE (e Own capitaNet weigh
sale net Profit net net from sale Employment
Lp. Firma 01.01.2007- 0L.012007- . oo 01012007 41 15 2008
30.06. 2007 30.06. 2007 30.06. 2007 —
in 2006 in 2006 in 2005 in 2006 31.12. 2005
GRUPA KAPITALOWA 1 569 24!
1 Zt OMREX 000 81 382 000 lack of data 628 000 lack of data
T www: www.zlomrex.pl 1 942 51:97 100 000 932 000
000
THYSSENKRUPP
5 ENERGOSTAL SA 23957&? 038( lack of data |207 842 000 259 148 698
© www: www.thyssenkrupp- 000 77 556 000 169 131 000 477 892 683
energostal.pl
STALPRODUKT SA 834 802 000
) . 191 963 000 572 209 000 2084
3. 'www: www.stalprodukt.com.pl 300312 82: 273 153 000 339 403 000 lack of data 043

GRUPA POLSKA STAL SP. {398 905173 652832  |4210557 180770 |14

to UGy 620360 680 689652 3521000 lackofdata 13
WwWw: Www.gps.net.pl
GCB CENTROSTAL

377 484 400 5669 100 47391210 |127 429 479

R 632363410 16 352 030 lack of data 251000 lack of data

www: www.centrostal.pl

GRUPA KAPITALOWA
6 SAMBUD-2 K. STEPAK | 336284000 9772000 lack of data 153 000 258
" 'WSPOLNICY 620 000 000 20 300 000 59 459 000 308 000 250
www: www.sambud2.com.pl
7 NOVA TRADING SA 307 973 000 EakaheEmR lack of data |19 138 187
©www: www.nova-trading.com 475 820 000 39813000 33050 173
8 BODEKO SP. Z 0.0. 305064 980 12 632097 35321000 136421 188
©www: www.bodeko.com.pl 501 988 000 |12 023 000 44 743 925 |248 341 199
CENTROZLOM  WROCLAW
9 PRZEDSEBIORSTWO 276 483 000 lack of data |lack of data |47 000 408
" 'PRZEROBU ZtOMU METALI 461 162 000 13 726 000 116 240 000 |lack of data ' lack of data
www: www.centrozlom.com.pl
10 STALPROFIL SA 268 225 000 12 104 000 136 823 000 110 022 lack of data
©www: www.stalprofil.com.pl 466 199 000 26 798 000 118 933 000 205 870 107
11 BSK RETURN SP. Z O.0. 240481929 6199593 lack of data 1193 707 lack of data
© 'www: www.bskreturn.com.pl | lack of data lack of data |7 400 000 | lack of data 68
12 STALEXPORT SA 231 236 000 |lack of data 1105 775 000 79 700 lack of data
© lwww: www.stalexport.com.pl 528 041 000 | 1 990 000 1399 000 225222 280
13 KEM SP. Z O.0. 221 187 000 2938 000 lack of data 55611 lack of data
T www: www.kem.com.pl 420 754 000 1 040 135 103 084
14 MONTAN STAL SP. Z O.0. 184 768 100 3370170 16871604 |78 540 lack of data
©www: www.montanstal.pl 286 763 268 4309041 12562562 130630 50
15 DROZAPOL-PROFIL SA 152179000 7074000 19996500 |70 000 lack of data
" 'www: www.drozapol.pl 149217 000 6584 000 32849682 75000 146

The distribution system operating on the Polishrkeia (direct distribution) is
ineffective and generates costs for the manufacturéhe market of distributors, rather
fragmented now, is bound to undergo changes iméix¢ few years. A certain consolidation of
distributors is already visible on the Polish markehich may result in a change of the steel
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products distribution methods. Distributors arekim@ investments in modern service centres
and steel yards and extending their service o@etting metal plates into sheets has become a
standard now. The newly established service cerattes process hot-rolled metal sections
offering a wide range of services including cutfipginting or sand-blast cleaning. Large steel
companies, on the other hand, such as ArcelorMitials on the improvement of their supply
chain. Currently ArcelorMittal has 35 trading braes in 24 European countries and plans to
create a uniform and compatible product distributimd sales system, the so-called ‘one face to
the customer’ system. The new sales system willbhsed on three parameters: delivery,
quantity and quality. Complete and timely delivéiexible response to customer’'s need,
computerized services, long-term agreements, reggugiprices, service prices as well as metal
sheet cutting and processing services are justwairfiea number of changes introduced by
ArcelorMittal to its product sales system [7]. labte 3 the ranking of the biggest Polish
distributors was presented.

4. Summary

In Europe the sales of steel products is carrigdv@a specialist companies. Due to
high costs and risk involved manufacturers hand@&idution to a very little extent. In Poland,
however, direct distribution remains prevalent astdel plants sell their products to end
customers. Nevertheless, certain changes can berveds such as: the consolidation of
distributors in the metallurgical sector, distribig investments in modern service centres
offering steel products cutting and processing,tipuit emphasis on the preparation of a
competitive offer. In addition, IT companies prazithcreasingly good solutions for distribution
and product tracking in the distribution channedcédorMittal, the biggest steel company, has
already adopted a supply chain improvement strafElgg new system solutions are based on IT
compatible solutions that take into account thedhfundamental parameters: delivery time,
process costs and quality of products and servaredered.
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