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Market Distribution in Supply Chain

Assessment 7 Total Marks:                                                                                                 30

1. Give short answers for the following questions:                                                         (15)

I. What is distribution in supply chain? What are the channels of distribution? And how do they work?
 Answer:

Distribution can understood as means which deal with the most efficient means by which to get the product to the consumer while Marketing channels refers to the sets of interdependent organizations involved in the process of making a product or service available for use or consumption. The following are various channel design decisions:

· Analyze customers’ desired service output levels

· For instance, do consumers expect to be able to purchase one of your product at a time?

· Establish objectives and constraints

· Does your product require special installation/service?

· Identify major channel alternatives

· There are a very wide variety of channels that have unique strengths and opportunities

· Evaluate the major alternatives

II. Who are the channel participants in distribution process?
Answer:

Value Delivery Network refers to The network made up of the company, suppliers, distributors, and ultimately customers who “partner” with each other to improve the performance of the entire system. A product or services passes through different agents before it reaches the end user or customer. The players are suppliers of raw materials, manufacturers, agents, whole sellers, retailers, transporters, distributors, end user customers etc. The number of intermediary levels indicates the length of a marketing channel either through direct Channels or indirect Channels. Producers lose more control and face greater channel complexity as additional channel levels are added
 The table below summaries lower level or downstream distribution channel participants/institutions
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Merchant wholesalers

Agent middlemen

Retailers

Defi
Take title to the goods they handle; sell primarily to other
resellers (e.g., retailers), industrial and commercial customers
rather than to individual consumers.

Include manufacturer’s representatives and brokers. Also sell
to other resellers, industrial or commercial customers, but do
not take title to the goods. Usually specialize in the selling
function and represent client manufacturers on a commission
basis.

Sell goods and services directly to ultimate consumers for their
personal, nonbusiness use. Usually take title to goods they
handle; are compensated by the margin between the price they!
pay for those goods and the price they receive from their
customers.

Include advertising agencies, marketing research firms,
collection agencies, trucking firms, and railroads; specialize in
one or more marketing functions, work on a fee-for-service
basis to help clients perform those functions more effectively
and efficiently.





Here below is more elaborate of these participants
· Merchant Wholesalers
· Some types of merchant wholesalers engage in a full range of wholesaling functions while others specialize in only limited services.

· Both buy goods from various suppliers and then resell those goods to their commercial customers, either industrial buyers or other resellers such as a retailer.

· Agent middlemen do not take title to, or physical possession of, the goods they deal in. 
· Manufacturer’s agents or manufacturer’s reps
· Sales agents
· Brokers
· E-Hubs
· Retailers
· Sell goods and services directly to final consumers for their personal, nonbusiness use.

One classification scheme groups stores according to their method of operation,  Low margin/high turnover and High margin/low turnover 
The diagram below summarizes overall participants in the distribution channels
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III. What is the importance of market coverage decisions in distribution process?
Answer:

First and foremost importance of marketing coverage is ADDING VALUE!, but more specifically by moving products from producer to consumer (downstream), moving payment from consumer to producer (upstream) and there are lots of necessary distribution functions that are outside of our core competency (e.g., transport products, store products, order processing, etc.). The core of Marketing is proving a customer a product or service of value promptly. Customers need to access the product or service when needed at an affordable price in right quantity. Different market coverage needs to be employed depending on the nature of the market.
IV. How would you differentiate between conventional channel and single transaction channel?
Answer:

Conventional Distribution Channels consist of one or more independent channel members, each seeking to maximize its own profits and often result in poor performance. The major determinant of the time and degree of transaction is price. Activity is carried out on a transaction to transaction basis. Conventional channels describes transactions of business that purchase and sell goods and services on the need, with no plan for future or repeat business.
While Single transaction channels refer to business transaction on one time basis occurrence. Examples of single-transaction channels include stock ownership, real estate sales and bond ownership transfer, and the acquisition of durable equipment like machinery and processing plants
V. How can logistics operations affect the pricing?
Answer:
By definition, logistics implies Planning, implementing, and controlling the efficient, effective flow and storage of goods and materials between the point of origin and the point of consumption. The more efficient the logistics the more value it adds to end product for customer.  The price of a product is very much influenced by the cost involved in producing the product. Definitely the aim of price is to ensure that costs are returned or covered with some marginal profit. It is very important to keep n mind on how to carry out logistics in the supply chain to ensure that the activities are organized in such a way that minimal costs while increasing value to the product manufactured
2. Discuss the fundamentals of pricing strategy in supply chain management. (7)
Answer:

Fundamentals of pricing strategy in supply chain can be grouped into the following categories:

a) New-Product Pricing Strategies

· Under new-product pricing strategies we have two types, Market-skimming pricing and Market-penetration pricing. 
· Market-skimming pricing is a strategy with high initial prices to “skim” revenue layers from the market, pproduct quality and image must support the price, and buyers must want the product at the price.  Costs of producing the product in small volume should not cancel the advantage of higher prices and competitors should not be able to enter the market easily.  And 
· Market-penetration pricing sets a low initial price in order to penetrate the market quickly and deeply to attract a large number of buyers quickly to gain market share, price sensitive market, inverse relationship of production and distribution cost to sales growth while low prices must keep competition out of the market

b) Product Mix Pricing Strategies

Under Product Mix Pricing strategies we have the following types of Product mix pricing strategies:-

· Product line pricing takes into account the cost differences between products in   the line, customer evaluation of their features, and competitors’ prices. 
· Optional product pricing takes into account optional or accessory products along with the main product.
· Captive-product pricing involves products that must be used along with the main product. 
· Two-part pricing involves breaking the price into: Fixed fee and Variable usage fee. 
· By-product pricing refers to products with little or no value produced as a result of the main product. Producers will seek little or no profit other than the cost to cover storage and delivery. And lastly we have 
· Product bundle pricing combines several products at a reduced price

c) Price Adjustment Strategies
Under Price Adjustment strategies we have the following approaches

· Discount and allowance pricing reduces prices to reward customer responses such as paying early or promoting the product though discounts and allowances
· Segmented pricing is used when a company sells a product at two or more prices even though the difference is not based on cost

· Psychological pricing occurs when sellers consider the psychology of prices and not simply the economics

d) Reference prices are prices that buyers carry in their minds and refer to when looking at a given product

· Noting current prices

· Remembering past prices

· Assessing the buying situations

e) Promotional pricing is when prices are temporarily priced below list price or cost to increase demand

· Special event pricing

· Cash rebates

· Low-interest financing

· Longer warrantees

· Free maintenance

f) Geographical pricing is used for customers in different parts of the country or the world

· Uniformed-delivery pricing

· Zone pricing

· Basing-point pricing

· Freight-absorption pricing

g) FOB (free on board) pricing means that the goods are delivered to the carrier and the title and responsibility passes to the customer 

h) Uniformed delivery pricing means the company charges the same price plus freight to all customers, regardless of location

i) Zone pricing means that the company sets up two or more zones where customers within a given zone pay a single total price

j) Basing point pricing means that a seller selects a given city as a “basing point” and charges all customers the freight cost associated from that city to the customer location, regardless of the city from which the goods are actually shipped

k) Price Changes

Under price changes strategies we have two categories, Price cuts and Price increases. Where price cuts happens due to Excess capacity and Increased market share and prices increase is caused by Cost inflation, Increased demand, Lack of supply
3. ‘Channel mapping and matrix approach are of significant importance for a channel design process”. Discuss.
Answer:

Channel mapping, and Matrix approach are best tool used by supply chain manager to design cost effective market distribution channel. The emphasize of customer focus when designing a sound marketing distribution channel.

We know channel mapping deals with flow of channels employed by a particular firm while focusing of bring product or service of value to the customer. Developing a channel map must begin with focus on market segments with each segment with a specific taste of the product. Different segments require different strategies to serve them.

While matrix approach is used in a channel design where it is simple and yet successful design.ie. the matrix approach entails extending the concept of separation and provide insight into the most appropriate participants and structures to accomplish the market objectives of the company.

Generally, in designing profitable market distribution channels one must carefully analyses the market condition and explore the changing customer demands so that the systems provides flexibility because technology is too dynamics, hence customers’ demands and needs too.
The success of company depends on how these logistics are integrated. Integrated Logistics Management should have  ccross-functional teamwork inside the company is critical, logistics partnerships are also built through shared projects and more emphasis should be stressed on outsourcing of logistics firms to third-party firms is becoming more common
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