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Executive Summary

In every distribution network, there exists a critical but rarely measured financial relationship: the
credit spread between distributors and their downstream retailers. This spread -- the difference
between the credit a distributor extends to retailers and the credit terms they receive from the
manufacturer -- is the hidden variable that determines whether distribution networks grow,
stagnate, or collapse. This whitepaper introduces the Credit Spread Index (CSI), a novel metric
for measuring and optimizing distribution financial health.

Our research demonstrates that credit spread dynamics explain a significant portion of distribution
performance variance that traditional metrics like volume growth and market share fail to capture.
Manufacturers who monitor and manage credit spread can prevent distributor failures, optimize working
capital across their network, and identify growth opportunities invisible to conventional analysis.

© 2026 BizGaze Limited | sales@bizgaze.com | +91 7676 562 222 Page 2



BIZGAZE

Your Virtual "CXO"

The Problem: The Hidden Financial Variable

Distribution networks are fundamentally financial ecosystems. While they are discussed in terms of
products, logistics, and sales, their actual functioning depends on the flow of credit. A distributor buys
from a manufacturer on 30-day credit terms. That same distributor sells to retailers on 15-45 day credit
terms (formal or informal). The interplay between these two credit relationships -- what we call the credit
spread -- determines the distributor's working capital health and, by extension, their ability to service the
market.

When the Spread Is Too Low

When a distributor extends more credit to retailers than they receive from the manufacturer (negative
spread), they are effectively financing the market out of their own capital. This is unsustainable.
Symptoms include: increasingly delayed payments to the manufacturer, reduced order frequency,
inability to stock full product range, and eventual request for expanded credit terms or volume reduction.

When the Spread Is Too High

When a distributor restricts credit to retailers far below what they receive from the manufacturer
(excessively positive spread), they are hoarding working capital at the expense of market development.
Symptoms include: retailers switching to competing distributors, declining secondary sales despite
adequate primary billing, cash-and-carry becoming the dominant transaction mode, and market share
erosion despite competitive product pricing.

The Goldilocks Zone

Optimal distribution performance occurs when credit spread is in equilibrium -- the distributor extends
enough credit to enable market growth while retaining sufficient working capital for operational health.
This equilibrium is not static; it varies by market, product category, season, and competitive intensity.
Finding and maintaining this balance is the essence of distribution financial intelligence.

"Credit spread is to distribution health what blood pressure is to human health: invisible in daily
life, but the leading indicator of systemic problems."
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The Framework: Credit Spread Index (CSI)

We define the Credit Spread Index as a composite metric that captures the financial dynamics between
manufacturer, distributor, and retailer credit relationships.

CSI Components

The Credit Spread Index is calculated from four weighted components:
» Days Sales Outstanding (DSO) Ratio: The ratio of distributor's DSO from retailers to the
manufacturer's DSO from the distributor (weight: 35%)

* Credit Utilization Rate: Percentage of available credit line actually used by the distributor,
indicating financial headroom (weight: 25%)

» Payment Velocity: Speed of cash conversion through the distribution chain, measuring liquidity
flow (weight: 25%)

* Default Risk Spread: Differential between distributor's bad debt ratio and manufacturer's bad debt
ratio from that distributor (weight: 15%)

CSl Interpretation Ranges

CSI Range Interpretation Action Required

0.8-1.2 Healthy Balanced credit flow Monitor, no intervention
1.2-15 Watch Distributor hoarding capital Encourage market investment
0.5-0.8 Stress Distributor over-extending Credit line review needed

>15 Restrictive  Market growth constrained = Competitive risk assessment
<0.5 Critical Financial distress likely Immediate intervention required

Network-Level CSI Analysis

While individual distributor CSI is valuable, the real power emerges at network level. By mapping CSI
across an entire distribution network, manufacturers can identify systemic patterns. Regional clusters of
low CSI may indicate competitive pressure or economic stress in specific markets. Sudden CSI changes
across multiple distributors may signal market disruption. And CSI variance between distributors in similar
markets reveals operational efficiency differences that can be addressed through best practice sharing
and targeted support.
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The BizGaze Approach

BizGaze implements real-time credit spread monitoring as a core component of its distribution
intelligence platform.

Automated CSI Calculation

BizGaze continuously calculates CSI for every distributor in the network by aggregating primary billing
data, secondary sales data, payment collection data, and credit line utilization. The calculation updates
daily, providing early warning of credit health changes before they manifest as volume declines or
payment defaults.

Predictive Credit Risk

Using historical CSI patterns, BizGaze's Al engine predicts future credit health trajectories. If a
distributor's CSI trend suggests they will enter the stress zone within 60 days, the system alerts the
regional manager with recommended interventions: credit line adjustment, payment term modification, or
product mix optimization to improve cash conversion.

Intelligent Credit Line Management

Rather than static credit limits based on annual reviews, BizGaze enables dynamic credit line
management that responds to real-time CSI. Distributors with healthy spreads and growing markets can
automatically receive expanded credit. Distributors entering stress zones see credit adjustments that
protect both the manufacturer's exposure and the distributor's financial health.
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Key Takeaways

* Credit spread -- the financial relationship between upstream and downstream credit in distribution
-- is the hidden variable that determines network health

* Too-low spread (distributor over-extending credit) leads to financial distress and potential
distributor failure

» Too-high spread (distributor hoarding capital) leads to constrained market growth and competitive
vulnerability

* The Credit Spread Index (CSI) provides a quantitative framework for monitoring and managing
distribution financial health

» Network-level CSI analysis reveals systemic patterns invisible to traditional volume and revenue
metrics

» Real-time CSI monitoring with predictive analytics enables proactive intervention before credit
issues become crises

"In distribution, credit is oxygen. The Credit Spread Index tells you which parts of your network
are breathing freely and which are suffocating.”
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About BizGaze

BizGaze is a pioneering enterprise technology company that has created the world's first Large Audience
On-Boarding Platform (LAOBP). Our platform enables manufacturers, distributors, and brands to digitize
their entire ecosystem of external stakeholders -- from distributors and retailers to field sales
representatives, influencers, and end consumers -- on a single, unified platform.

Unlike traditional enterprise software that focuses on internal operations, BizGaze extends the digital
boundary of the enterprise to encompass every participant in the value chain. Our zero-code architecture
allows rapid deployment and customization without traditional development cycles, enabling
organizations to go live in weeks rather than months.

With customers spanning FMCG, pharmaceuticals, automotive, building materials, consumer electronics,
and industrial sectors, BizGaze processes millions of transactions daily across complex multi-tier
distribution networks. Our Al-native capabilities provide real-time intelligence on secondary sales,
inventory movement, credit health, and field force productivity.

Key Capabilities:
* Large Audience On-Boarding Platform (LAOBP) for ecosystem-wide digitization
 Zero-code application builder with Al-native workflow engine
» Secondary sales intelligence with real-time visibility
» Serialized supply chain with unit-level traceability
* Field force optimization with Al-driven route and visit planning
 Enterprise loyalty infrastructure spanning all stakeholder classes
* Credit health monitoring and financial intelligence

» Network stock exchange for cross-distributor inventory optimization

Contact Us

Email: sales@bizgaze.com | Phone: +91 7676 562 222 | Web: www.bizgaze.com

BizGaze Limited, Hyderabad, India
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