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	Q.1. Give short answers for the following questions:


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

In supply chain, distribution is a process where a manufacturer makes a product or service available to another manufacturer or business user to use as input in production or an end user for direct consumption.

There are several channels of distribution and they are;

Firstly, a manufacturer sells his products and services directly to the consumer. In this channel, there are no intermediaries. The product is directly sold to another business or an end consumer.

Secondly, a manufacturer sells his products or services to the consumer through a retailer. In this channel, there is an intermediary who is the retailer who serves in between the manufacturer and the consumer. Retailer buys assorted goods from the manufacturer and brings them available close to the consumer.

Finally, a manufacturer sells his products or services to the consumer through a wholesaler who sells to a retailer. In this channel, there are two intermediaries. Wholesaler buys large batches of a product from the manufacturer and sells to the retailer and the retailer buys large and assorted products from the wholesaler and takes them near to the consumer.






II. Who are the channel participants in distribution process?

Channel participants are those in the network of distribution process who take the goods and services to the end consumer who are in need of it. There are several channel participants in a distribution process.

Manufacturers- Manufacturers are who transforms the materials and components into consumable goods and services. They are the primary concern of the distribution channel as they produce the goods or services that are required by the customer.

Wholesalers- Wholesalers are those who buy huge quantities of goods from the manufacturers and sell to other channel participants such as retailers and business users. They also involve in importing goods from other countries and play the role of an importer. They buy from the manufacturer and keep the goods in inventory until they are sold.

Retailers- Retailers are those who ultimately sell the goods to the end consumer. They have a distinguished part in the distribution process as they take the goods close to the consumer.

Agents and brokers- They are intermediaries who work in between the manufacturer and retailers based on commission and sales volume.

Resident sales agents- They are agents who work on commission basis and represent foreign manufacturers.

III. What is the importance of market coverage decisions in distribution process?

Market coverage decisions play a vital role in distribution process. They are very important in a distribution process as they involve options deciding to what extent a business can accommodate the requirements of the customer in a given area. As customers are very important for the growth of the business, market coverage decisions are important as they decide the intensity of the outlets in a given are to accommodate the demand of the customers in a given area.

IV. How would you differentiate between conventional channel and single transaction channel?

In a single transaction channel, the opportunity for the transaction is only once as the transaction will be accomplished here itself once the ownership is transferred from one party to another.

But in a conventional channel, several transactions can happen many times within a single year or over a period of time. The frequency of transactions is based on the selling price. There is no long term relationship between the parties and ever party is free to walk away from the business when they need.
V. How can logistics operations affect the pricing?

A product or service what is produced by a manufacturer must be relocated from the origin to nearby the customer for consumption. It involves logistics operations to perform all the activities to take a product closer to the customer through distribution. At every stage of transaction from the manufacturer to the end consumer there is a price added in the value stream. Pricing and logistics has a close relationship. As pricing directly interact with logistics operations in deciding who has the liability of performing the logistics operations either the manufacturer (seller) or the buyer, we can say logistics operations affect the pricing.

Q.2. Discuss the fundamentals of pricing strategy in supply chain management.

There are two fundamental pricing strategies in supply chain management. 

Firstly, FOB which stands for Free on Board. There are several variations in FOB pricing which includes FOB Origin. In this pricing strategy the seller takes the responsibility of delivering the goods to the vessel and pays for the delivery and loading onto the vessel but takes no more additional responsibility. The buyer arranges the vessel and responsible for paying the freight, insurance, transportation from the arrival port to destination and unloading. The risk of loss or danger to the goods passes to the buyer when goods are loaded on to the vessel. International commercial terms says that this is applicable for containerized sea transportation but this is term is being misused by several years. Another FOB variation called FOB destination where additional responsibilities are added to the seller such as transportation should be paid by the seller but added in the sales bill.

In FOB term, It is very important to know the point of transfer of ownership transfer for it is clear who takes responsibility for loss or damage to the goods.

For example, There is an exporter in Colombo who exports packaged tea bags to Saudi Arabia and has loaded the packages in a shipping container. The pricing term in between the seller in Colombo and the buyer in Saudi Arabia is FOB origin or Colombo. This indicates that the seller in Colombo will pay for the delivery of the goods to the vessel and for the loading. He will also pay for custom clearance, documentation charges, handling charges at Colombo port and also demurrage charges at Colombo port. The buyer in Dammam will pay all the cost beyond Colombo port. Responsibility of the tea bag container transfers to the buyer in Dammam once the container is loaded on the vessel in Colombo port. Buyer in Dammam will pay for the vessel freight, insurance, clearing charges, transportation and unloading charges. 

There are also FOB terms where freight is paid by the seller called FOB freight prepaid and FOB freight collect. There are terms which decides the pricing and as per agreed terms between the buyer and seller.


Secondly, Delivered pricing. It means the pricing includes the transportation cost and not shown as a separate cost. Delivered pricing also has some variations depends on distances from where to where the goods are transported.

Single Zone pricing is a method where buyer pays a single price regardless of where the goods are delivered from the place of origin to the destination. In this pricing method the seller has a standard pricing which does not take into account the distance. For example, the price for a delivery of a washing machine made within 10 miles from the point of origin and the same washing machine delivery made within 100 miles has no difference in this pricing. In this method a buyer who is located very farer will get benefitted through a buyer who is located closer to the point of origin as they both pay the same price regardless of the distance. 

Multiple zone pricing is a method under delivered pricing which is opposite to single zone pricing which means different prices for different geographical locations. The pricing is based on distance.

Base point pricing includes the transportation charges from the basing point to the destination. The goods could have been manufactured from a location but the base point could be another location. The price includes the transportation regardless of location from where it is originally coming from.

Q.3. ‘Channel mapping and matrix approach are of significant importance for a channel design process’. Discuss.

Channel design process is a process of developing new channels when designing from the beginning or modifying the existing channels to boost a business’s distribution channels through effective channel strategies. A company can gain significant growth by boosting its distribution channels.

Channel map is a flow of illustration where the channels employed by a business are shown. Channel mapping is a process developed through research on how to get to the market through the channels employed by the company. Channel mapping is very important as it analyses customer’s requirements and purchasing behaviors. Through channel mapping you can understand the current processes in the channels and identify the need for a change or redesign. It is very important that a company fully understands the current process to make a change. New products and services introduced by a company may require new channels to get to the market. 

It is required that a company conducts a gap analysis to see the present status and the status in future through a channel design process. Channel mapping is important to have a higher return on investment. Existing channels shows how they serve the market and the coverage of customers it does. 

Matrix approach is another important segment in channel design process. It provides most suitable channel participants and structures to achieve the objectives of a channel design process. It identifies diverse structures blends of channel participants to serve the customer segments successfully and economically.
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