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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? 
Throughout history the distribution was associated with a question “how to make the customer obtained a particular product?” Quite often, there is a series of intermediaries who surpass the product down to other businesses. The product may change hands a number of times before it finally reach the customer. This is way we define a “distribution channel”. The manufacturer has to take in to consideration the fact that every level of the distribution channel may have special needs they are expected to have satisfied by the product – and that is prior to even reach the end client!
Numerous distribution channel alternatives might be accessible, depending on the accurate nature of the product or service you are offering. It may be best, for instance, for you to get rid of the channel in total and sell straight via the Internet, mail order, or the telephone. Or you can hire an agent, who will sell your product straight on behalf of you. Alternately, you can employ a distributor, who will sell your product to retailers. They, in return, will make sure that your customers get the end product.
In fact, current years have observed a number of innovations in the area of service distribution. One example has been a huge increase in rental services and franchising. Rental services these days may offer anything from tools to televisions and beyond.
For larger markets, though, it is usually better to make use of a two level system, which contains a wholesaler. This allows a ton of smaller retailers to get and sell the product. 

II. Who are the channel participants in distribution process? 

Channel participants in distribution process perform a number of functions that make possible the flow of goods from the producer to the customer. These functions must be handled by someone in the channel. Though the type of organization that performs the different functions can vary from channel to channel, the functions themselves cannot be eliminated. Channels provide time, place, and ownership utility. They make products available when, where, and in the sizes and quantities that customers want. Distribution channels provide a number of logistics or physical distribution functions that increase the efficiency of the flow of goods from producer to customer. Distribution channels create efficiencies by reducing the number of transactions necessary for goods to flow from many different manufacturers to large numbers of customers.
Channels participants are organized structures performing the tasks necessary to facilitate exchange transactions. Distribution process can be characterized by the number of intermediary levels that separate the supplier from the end-user. The selection of a particular channel design is determined by factors related to market, buyer behavior and company characteristics.
In a lot of channel situations, retailers are influential and leading in shaping how the overall distribution procedure will be organized and what the administration practices will be. As the organization closest to end customers, retailers have a large stake in channel performance. Wholesalers are less observable in the procedure, but their role in orchestrating and organizing the activities of several manufacturers with those of retailers must not be ignored. Understanding the roles of the numerous sorts of channel participants is decisive in embryonic market distribution strategy.
When the channel structure is indirect, some degree of co-operation and co-ordination must be achieved among the participants in the vertical marketing system. The functions of distribution process are to create time, space and state utilities which constitute the added value of distribution. Distributors (wholesalers, retailers, agents, brokers) are required because manufacturers are unable to assume by themselves, at a reasonable cost, all the tasks implied by a free and competitive exchange process.
Manufacturers - The procedure of combining components and materials into products is usually called manufacturing or production. Manufacturing businesses are highly evident channel participants since they supply form utility by creating the goods that turn out to be the primary concern of the entire distribution process. The majority of producing businesses produce machineries, subassemblies, or components that are sold to other industry firms. Such business-to-business (B2B) selling is important to the overall performance of end-product manufacturing and distribution. It should be taken into account that while the degree of manufacturer's risk in the overall distribution procedure is substantial, it is restricted to the particular products produced.
• Most channel options involve at least one marketing intermediary, an organization that operates between producers and consumers or business users. 
• A retailer owned and operated by someone other than the manufacturer of the products it sells. They carry out functions that unite 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.
• A wholesaler who takes title to the goods it handles and then distributes these goods to retailers, other distributors, or sometimes end consumers. The main business of wholesalers is their specialty in performing collection of products in a way that reduces costs and danger for other channel members.
Wholesaling intermediaries add value by performing one or more of the following channel functions:
· Selling and Promoting
· Buying and Assortment Building
· Bulk-Breaking
· Warehousing
· Transportation
· Financing
· Risk Bearing
· Market Information – giving information to suppliers and customers about competitors, new products, and price developments
· Management Services and Advice – helping retailers train their sales clerks, improving store layouts and displays, and setting up accounting and inventory control systems.
Service firms market primarily through short channels because they sell intangible products and need to maintain personal relationships within their channels.

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

Marketers face several strategic decisions in choosing channels and marketing intermediaries for their products. Selecting a specific channel is the most basic of these decisions. Marketers must also resolve questions about the level of distribution intensity, the desirability of vertical marketing systems, and the performance of current intermediaries. Marketing channel selection can be facilitated by analyzing market, product, producer, and competitive factors.
 
Market Coverage - related to the idea of channel structure are the results concerning market exposure. Market exposure decisions involve options concerning the comparative intensity of outlets in any given area so that the requirements of existing and possible customers are sufficiently accommodated.
Regarding the number of intermediaries’ necessary, three market coverage strategies are possible: intensive, selective or exclusive distribution.
Intensive coverage is where the manufacturer of a particular product requires that the product receives maximum market exposure in the specific geographic domain. Thus the manufacturer will try exposing it to as many as possible outlets to optimize sales. The products that are usually sold through intensive market coverage is inexpensive, often purchased and requires little shopping effort – thus it is also a convenience product. 
Selective coverage when a channel strategy is followed that limits the availability of the products to certain outlets it is called selective coverage. Certain outlets will be selected considering they comply with a certain pre-set criteria. The products used in the selective coverage channel are usually more expensive and are mostly in the shopping products category.
Exclusive coverage is products that are only sold to a single or a few selected outlets in a large geographic region. The main advantage of exclusive coverage is that it reduces intra branding, a certain outlet will only be responsible for a single brand, and thus only that particular brand or product is promoted. On the outlets side, the supplier would usually give a certain domain right to that outlet, thus only that outlet promote that certain brand in that certain geography. 

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

Each firm is dependent upon the others for success in the marketplace. As such, dependency provides a useful framework for understanding the types of behavioral relationships observed in distribution. Two channel classifications are identified ranging from least to most open expression of dependence: single-transaction channels, conventional channels
Single-Transaction Channels - A great many business transactions are negotiated with the expectation that the exchange will be a one-time event. Examples of single-transaction channels are real estate sales, stock and bond ownership transfer, and the purchase of durable equipment such as processing plants and heavy machinery. While single-transaction channel engagements are not important in terms of relationship management, they are significant to the businesses involved. Requirements to complete promised delivery are often technical and difficult to accomplish. The movement of oversized equipment, such as a printing press, typically requires special permits and is often restricted to specific times of the day or year. In some situations, special transportation and materials handling equipment are required to accommodate size and weight of the products involved. If a firm deals primarily with single transactions, logistics performance is critical and typically represents a significant cost of overall operations. Failure to develop repetitive patterns of business with repeat buyers makes each logistical assignment a unique event. Even if the logistical activity proceeds without a glitch and all parties are highly satisfied, the likelihood of a repetitive transaction is minimal.
Conventional channels are best viewed as loose arrangements or affiliations of firms that buy and sell products on an as-needed basis, without concern for future or repeat business. The prime determinant of the timing and extent of transactions is selling price.
Firms involved in a conventional channel develop operational capabilities to provide services necessary to fulfill their own basic business missions. They have little or no loyalty to each other and little motivation to cooperatively improve the efficiency of the supply chain. In a conventional channel is conducted on a transaction-to-transaction basis. The typical transaction is adversarial in that the negotiation is price-dominated, creating an us-against-them posture. In other words, the involved firms fail to work out a formalized long-term relationship; either party is free to exit the relationship whenever it wishes. Involvement occurs until a better deal comes along. In fact, it is not uncommon for firms to start and stop doing business with each other several times within a single year.
Two points are significant concerning conventional channels. First, they are an important part of the overall business structure because of their sheer transaction volume. Second, because firms do not develop synergisms with trading partners, opportunities to gain efficiency by virtue of cooperation are sacrificed in favor of maintaining autonomy.

V. How can logistics operations affect the pricing? 

Pricing is an aspect of marketing strategy that directly interacts with logistical operations. The terms and conditions of pricing determine which party has responsibility for performing Iogistics activities. A major trend in price strategy has been to de package the price of products and materials so that services such as transportation, which were traditionally included in price, are now identified as separate items. Pricing practices have a direct impact on the timing and stability of logistical operations. Several basic pricing structures are reviewed, followed by a discussion of pricing impact areas. 

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

Pricing decisions directly determine which party in the transaction is responsible for performance of logistics activities, passage of title, and liability. F.O.B. (Free On Board or Freight On Board) origin and delivered pricing are the two most common methods. 
Pricing practices are also integral to logistics operations in at least four other ways: potential discrimination, quantity discounts, pickup allowances, and promotional pricing.
Potential Discrimination - The legality of transportation pricing is an important consideration and must be carefully reviewed and administered to protect against potential discrimination. The Clayton Act of 1914 as amended by the Robinson-Patman Act of 1936 prohibits price discrimination among buyers when the practices "substantially lessen competition."
Quantity discounts are generally offered by a firm as an inducement to increase order size or overall volume of business. To be nondiscriminatory, an identical discount structure must be available to all buyers. Under the Robinson-Patman Act, it is the responsibility of the seller to prove that the identical, noncumulative discounts are available to all qualified buyers. The quantity discount offered must be justifiable on the basis of direct cost saving.
Zone pricing has the potential to be discriminatory because some buyers pay more than actual transportation cost while others pay less. Zone pricing systems are illegal when the net result is to charge different delivered prices for identical products to direct competitors. In recent years, determination of the legality of delivered zone pricing systems has centered around the issue of whether a "seller acts independently and not in collusion with competitors." The Federal Trade Commission is unlikely to take action unless there is clear-cut evidence of such conspiracy.
Promotional Pricing a final aspect of pricing that impacts logistical operations is the use of short-term promotions to provide incentives for purchases. Firms that pursue aggressive promotional strategies have a choice of designing their budgets to encourage consumers (via coupons) or wholesalers and retailers (via trade allowances) to purchase their products. No firm can be self-sufficient in meeting the requirements of its customers. Specialization in functions by organizations creates the need for a process to resolve the problems of efficient and effective exchange between those organizations. These problems relate to time, place, quantity, and assortment requirements. A market distribution mechanism must emerge to resolve these problems and create efficiency by minimizing the transactions required to meet customer demand. In fact, market distribution can be thought of conceptually as two separate structures: one to fulfill the buying and selling activities required and another to fulfill the logistical activities.
In an effort to stabilize promotional pricing, some firms have begun to develop coordinated programs. Manufacturers and retailers working together can negotiate net prices that are administered over a specific time horizon. The manufacturer and retailer jointly plan the promotion and advertising strategy for a product or merchandising category. A dead net price is determined that takes into account quantity purchase discounts, prompt payment discounts, and any other applicable price incentives. Finally, an agreement is reached concerning the duration of the negotiated price. These agreements also specify how performance will be measured during the operating period as a basis for future agreements.
While price determination is not administered by logistics executives, pricing and logistics are highly interrelated. The continuum between F.O.B. and delivered pricing determines who controls logistics and how transportation expense is treated in price.
Logistics also impacts such issues as price discrimination, discounts, allowances, and promotions. The development of menu pricing as a strategy allows a seller to most effectively charge for the actual services provided to a buyer.
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3. ‘Channel mapping and matrix approach are of significant importance for a channel design process”. Discuss 

As strategy is formulated, the particular channel plan must be defined. Two tools of important help are channel mapping and a matrix approach to the design development.
A channel map fundamentally is a flow illustration of the channels employed by a particular firm. It is developed through suspicious research within a business and discussions with many executives regarding how to go to marketplace. The reason of mapping is to give insight into existing processes and set up a blueprint for change. Prior to channel design can be changed, or to choose whether change is suitable, a complete understanding of the present process is essential. Even when designing One result of the mapping process is the ability to pinpoint areas of potential duplication of effort, waste, and/or shifting of functions. It provides a roadmap that can be used to ask questions such as what shortcuts are possible. From scratch for a new business or a new product, mapping the business and major competitors is helpful.
Channel mapping does not end with construction of a diagram. It should also include specification of the volume of activity related to each link in the map. For example, what percentage of the total volume goes to the military, institutions, and consumers? Each link should also be examined closely to see what are the specific functions and activities performed by the channel participants and what the economic characteristics of the transactions are. For example, what are prices, expenses, and margins associated with each link in the map?
Matrix Approach is a second approach to be used in channel design is an easy, yet successful, matrix approach. Because the majority companies serve quite a few segments of customers and end users, diverse structures and blends of channel participants might be essential to serve every of those segments as economically and successfully as possible. The matrix approach entails extending the concept of separation discussed earlier in this chapter and provides insight into the most appropriate participants and structures to accomplish objectives.

Extending Channel Separation the earlier discussion of separation demonstrated that marketing and logistics channels might have different firms and no firm essentially has to participate in both. The matrix design approach extends this concept by suggesting that each function can be further subdivided into specific individual activities. Each activity could potentially be performed by different channel participants. For explanatory purposes, consider the selling function and its related activities. Keep in mind that the same approach could be employed for other functions
The art of the matrix approach design process comes in most efficiently and effectively assigning activities to participants for specific customer segments. The final distribution channel design comes from consideration of which activities can most cost effectively meet customers' requirements for completion of tasks. Two critical points are clear. First, no one channel has to perform all of the activities required to complete a function. Note that telemarketing was used only for prospect qualification and for certain post sales service activities. Second, no activity has to be completely performed by any given channel member for any market segment. The direct sales force and the distributor channels perform only those activities related to their specific segments.
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