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ASSESSMENT 7

1. Give short answers for the following questions:
I. What is distribution in supply chain? What are the channels of distribution? And how do they work? 
Distribution refers to the steps taken to move and store a product from the supplier stage to a customer stage in the supply chain. Distribution is a key driver of the overall profitability of a firm because it directly impacts both the supply chain cost and the customer experience; and to achieve this these decisions have to be concerned:
· If to sell goods directly or through a retailer;
· If goods to be distributed through a wholesaler;
· If multi-level marketing models to be used for selling goods;
· If channel member to share advertising costs etc.
A channel of distribution can be explained as a network of institutions and organisations – they are called intermediaries who surpass the product down to other businesses and they carry out all the necessary functions to tie the producers with the end customers to achieve the marketing task.
There can be many different levels to every distribution channel. Zero level is distribution without any intermediary; the one level channel contains one intermediary (retailer or distributor); a two level system contains wholesaler (used in larger markets).
In the process of distribution of goods it is necessary to understand the distribution channels as significant elements of each channel requires special marketing, specialization, sorting procedure, and the communication is very important between marketing channel requirements and logistical adjustment/activities.

II. Who are the channel participants in distribution process? 
They are those companies that presume the risk during value added distribution development:
· Manufacturers – process of combining components and materials into products is manufacturing/production = risk of creation/formation of products. The majority of producing businesses produce machineries, subassemblies or components that are sold to other industry firms, and these are very important to the overall performance of end-product manufacturing and distribution.
· Wholesalers – they are the companies that are mainly engaged in buying goods from manufacturers and reselling to industrial users, retailers, or business users. They might also act as agents in trading goods for or selling goods to companies. Wholesalers frequently physically assemble, sort and grade goods in large lots, break bulk, repack and redistribute in smaller lots. There is lower risk, lower overheads and the fact that less capital investment is normally required (comparing to retailers). 
· Retailers – they are businesses that are selling products and services to customers who buy the goods for their own utilization and benefit. Retailers carry out risk to offer their target clients the right products, at the right place, at the right time, in the right amount, and at the right price. By contrast to wholesaling, the potential profit you can generate as a retail brand is far greater.  However with this increased opportunity for profit comes an increased level of risk. This is because as a retailer you must firstly carry a range of product in a spectrum of sizes, which will involve significant initial financial outlay which you will not recoup until the product is sold.  Consequently, cash flow can become an issue so you must insure that you have enough liquidity to remain solvent. Depends on the business, the biggest drawback of retailing of course is the large overheads.  A retailer needs a shop front and will have to cover costs such as rates, rent, utilities, insurance and staff before they even begin to purchase any stock. 

III. What is the importance of market coverage decisions in distribution process? 
Market coverage explains the number of active retail and/or wholesale outlets that sell a specific firm's brands in a given market that way the requirements of existing and possible customers are sufficiently accommodated. Three essential market coverage options of distribution are:
· Intensive distribution – to provide products in as many outlets or regions as possible and it is logical option for products that customers purchase regularly or even daily and with least shopping effort. But this option is not accurate for all of the products. The purpose of this type of strategy is to put so much of a product in so many locations that a customer will come across the product frequently, making it easy for them to remember and buy the product (groceries, drug stores etc.).
· Selective distribution - type of product distribution that lies between intensive distribution and exclusive distribution, and in which only a few retail outlets cover a specific geographical area. By choosing to distribute goods through handpicked retailers within certain geographic regions, it is possible to avoid some of this competition, while still tapping into the demand for products of that type. This distribution is used primarily for hard goods , such as appliances, stereo equipment, or furniture. It allows manufacturers to maintain more control over the way their products are sold and minimizes price competition among sellers of the products.
· Exclusive distribution – in this case there is a situation in which only certain dealers are authorized to sell a specific product within a particular territory. The legality of an exclusive distribution agreement can vary depending on the specifics of the case. The structure of an exclusive distribution agreement favours both the manufacturer and the distributor or retailer. From the point of view of people moving the product to consumers, having an exclusive contract means that consumers must come to them if they want the product. For example, if a cell phone provider has an exclusive deal with a manufacturer of cell phones, people who want to use cell phones made by that manufacturer must go through that cell phone provider.

IV. How would you differentiate between conventional channel and single transaction channel? 
· Single transaction channels – many marketing transactions occur in supply channels that are considered one-time and non-repeatable although the success of a particular single transaction may provide the basis for future channel agreements among former participants (real estate, construction, international trading, purchase of capital equipment, ownership transfers etc.). Supply channels in this arrangement are transitory and for sole purpose of facilitating a unique transaction. Once the requirements originally agreed to by the channel participants have been completed, the basis for the channel ceases to exist.  
· Conventional channels – is also known as free-flow channel. There is high degree of independence maintained by channel participants. The reason why they participate in the channel at all is to provide the different forms of specialization. They seek to attain channel efficiencies without becoming fully committed members of channel system. Conventional channels provide members with some of the benefits of a contractual or other agreement. It is good for short term efficiencies and opportunities, it is always flexible as members move freely between multiple channels and can be terminated rapidly by either party if and when once perceived advantages disappear, manoeuvre for cost and price benefits.  

V. How can logistics operations affect the pricing? 
Pricing the product or service is one of the most important business decisions to make. The products must be offered for a price as per target market is willing to pay and also meet company a profit as planned. There are many approaches to pricing - making pricing decisions that takes into account the costs, the effects of competition and the customer's perception of value. A main development in pricing strategy is to break the final price of products and materials into separate items like transportation/logistics activities and this pricing practice have a straight impact on the timing and steadiness of logistical operations. It is based on the form of purchasing the goods – INCO terms from 2010 are talking about 11 different terms of buying with different cost and activities involved: EXW, FCA, FAS, FOB, CPT, CIP, CIF, CFR, DAP, DAT, DDP.
Pricing can also be influenced by:
· Law acts to make sure the price is prepared without favouritism amongst buyers – potential discrimination; 
· Quantity discounts – bigger quantities to reduce the handling on small deliveries;
· Promotional pricing – advertising, promotions, incentives, coupons or allowances to boost volume especially in seasonal or quitter periods by promotional pushes. 
· Menu pricing – based on 3 components (platform service price, value-added service specified costs and efficiency incentives).

2. Discuss the fundamentals of pricing strategy in supply chain management? 
Pricing decisions directly explain which party in the business is responsible for performance of exact logistics activities (way of title and liability). There are 11 INCO terms from 2010 specifying for example who does the loading, who does the clearance, who pays for terminal handling charges or in the price is up to certain or final destination etc. and based on the amount of logistics activities the price for it is more or less expensive. 
The 2 most used terms are:
· FOB – free on board/freight on board following with destination – it can be origin or destination like sea port for example (FOB Shanghai). The seller shows the price at point of source/agreed destination and agrees to tender a consignment for transportation loading but supposes no additional responsibility. The buyer selects the means of transportation, decides the carrier, pays the transportation charges and takes danger of in-transit loss/spoilage.
· Delivered Pricing (DDP, DAP, DAT) – seller provides a price that includes transportation cost of product to the buyer up to agreed place/terminal/final destination. The transportation cost is not specified as a detached item – it is included in the price of purchased goods. In delivered pricing there are variations:
· Single-zone pricing (standard transportation cost based on averages for simplicity of pricing; the same price and doesn’t matter where the goods are coming from, closer or far away);
· Multiple-zone pricing (different price for particular geographic area; two or more zones based on distance);
· Base-point pricing (fixed price for exact product and doesn’t matter from which production site the goods will be despatched and delivered).

3. “Channel mapping and matrix approach are of significant importance for a channel design process. “ Discuss.
After the market distribution strategy is formulated, the channel plan must be defined. The final challenge in effective product positioning in market is conveying the differentiating aspects of the product or service to targeted market/customers/end users through the selected channels. The results are designed to convey how the product is different (and better) than competitive offerings, as well as to address the value-added attributes that are important to customers. 
Channel mapping and a matrix approach are two tools which help to design the right channel plan. A channel map shows the flow of channels employed by a particular firm. The reason of mapping is based on research within a business, to give insight into existing processes, understanding of the present process is essential, mapping the business itself comparing to major competitors and based on all of these information to prepare the ideas for change/improvements. This study of various market conditions that is plotted on a map to identify trends and corresponding variables between consumers and products. Market mapping can help companies locate problem areas and figure out the source of problems by examining related variables/links in the map (expenses, prices, margins, requirements of the volume, proportion of the volume etc.).
[bookmark: _GoBack]Matrix approach is an easy and successful method. Majority companies serve quite a few segments of customers and end users, diverse structures and channel participants might be essential to serve every of those segments as economically and successfully as possible and this method provides insight into the most appropriate participants and structures to accomplish the objectives.
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