[image: BOLC_Logo]                                                                  
 (
   
Assignment Cover Sheet
)



	Student Name:
	Christopher Xuereb

	Student Number:
	2642

	Course:
	Diploma in Logistics & Supply Chain Management

	Assignment NO:
	7



Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	1 
i.  Simply put, distribution in a supply chain is the movement of goods and / services from the source, through the supply chain on to the end customer, consumer or user.  There are different types of distribution channels, which one an organization decides to adopt depends on the circumstances.  Depending the product or service being offered may differ the choice of channel the organization chooses to distribute its product by.  The organizations outcome of the organizations decision should be based on the following:

· Do they want to sell directly using the internet, phone or mail order or through a retailer?
· Should they distribute through a wholesaler?
· Should multi level marketing modes be applied?
· Should the marketing costs be shared by the channel members?

The answers to these questions can only take place after a detailed market research is concluded.  These answers should pave the way for the organization to put in place a plan with a long term outlook.    

The intermediaries through whom the products pass through before reaching the end user all form part of the channel of distribution.  The level of channels all depends on the result of the market research where the organization chooses what level channels most suits its product or service together with a cost effectiveness and reliability.  The chosen channels within the distribution chain should also reflect an image and ideology as what the organization is selling its customers.



ii. The participants in a channel of distribution may be anyone of the following a mixture or even all three together:

Manufacturers: Are those companies who manufacture/produce a product to be later sold.  Depending on the industry, the product may be sold to a consumer or may also be sold to another business (B2B).  Different manufacturers employ different strategies.  There are manufacturers who will mass produce with economies of scale at the top of their plan while others might manufacture tailor made products targeted for high street customers but whatever an organization manufactures it must get its product to the end user.  It may opt to do so directly by using e commerce, social media, telephone, mail orders, website etc or it might opt to add wholesalers or retailers to the channel.

Wholesalers:  Are many times located strategically between the manufacturer and retailers or end users.  Wholesalers will normally buy from various manufacturers and resell to industrial users, retailers, businesses and even end consumers.  One can see examples of wholesalers who stock all sorts of building materials, steel, welding supplies, light roofing, bricks etc.  Their clients include self employed individuals, building contractors and even the average Joe who will buy products at wholesale prices for a small project he might have going on at home.  

Retailers:  Will normally buy their products from the wholesalers to resell in much smaller quantities.  The retailers target regional clients and play a major role in the way the client views the product.  The retailer is a major player since they are the most visible and tend 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.  Retailing can be seen as being very dynamic in  way that in order to target customers the strategies adopted vary depending on the market they are targeting.  In order for them to be competitive, retailers must always find ways to be more appealing to their existing customers and also attract new ones hence, the amount of marketing at this level.

iii. Determining its goal as to how much of the market the organization would like to cover all depends on the results of evaluations of the market place and how far the organization would like to take its promotional strategy taking into account a number of factors such as the economy, culture and buyer behavior.  Understanding the relationship between the organization’s product or service being offered and the markets being targeted will allow for the right decision as to which market strategy the organization should adopt.  A basic need such as food, a utility service such as telecommunications and an extravagant holiday all required different levels of targets levels of marketing.  Available strategy option include:
· Intensive Distribution – This is the strategy usually adopted by organizations supplying or providing goods that are in high demand on a regular basis.  Examples of such goods may be found at convenience shops, gas stations, news papers and even some medical items, basically goods and services which are part of the day to day life of the general consumer.  These types of goods are the type that must be mass produced.  In order to keep a competitive edge the supply needs to meet demand and the goods and products being offered must be the best product on the market at the best possible price hence, these products require a general approach to marketing since the products are ones that are already know to the consumer… The goal is to make buying them as attractive as possible. 
· Selective Distribution – An organization providing goods that are of a high end nature would probably opt for this type of distribution for the product being supplied.  Selective distribution lies between intensive and exclusive distribution.  Such products are usually found in a few geographically positioned retailers.  For example, one would very well fined retailers of brand name clothing all geographically positioned in close proximity to each other with prices of such brand named products being on the high side.  
· Exclusive Distribution – This strategy of distribution is the exact opposite of intensive distribution with a supplier of a product entering into an agreement with a distributor to be the exclusive distributor of its product in a specified geographical location.  Examples of such strategies include high end designer watches, new car dealerships, agreements between cell phone companies and cell phone service providers.  As in selective distribution, the chosen distributors for exclusive distribution will be usually found in specific geographical locations in order to target a specific type of customer.

iv. Those business transactions which are discussed with the belief that this will only be a onetime occurrence are regarded as a Single Channel Transaction.  For instance, a buyer of property may use the services of an architect to ensure that the property in question in structurally sound.  Having confirmed this, no further services will be required.  Conventional channels on the other hand are those transactions which, if favorable may continue but no strings are attached.  A property developer of a high-end residential complex may use the services of a designer.  This may be a onetime occurrence however; if the developer feels that using the designer services are favorable the decision for further collaboration might take place.  On the other hand, with no arrangements in place, anyone of them can move on to other developers or designers.

v. With added costs being incurred on products during the movement through the supply chain from one player to another until the end consumer is reached, the quality and swiftness in logistic operations has a direct influence on the final price.  Nowadays, one will clearly notice that shipping costs are always shown and calculated separately.  This allows the buyer/customer decide how much he/she are willing to pay for shipping depending on how quickly the product is needed.  The use of third party shippers, expedited courier service or normal parcel mail, also exonerates the seller from the responsibility since using such services will normally be covered by insurance hence, losses incurred by the loss or damage of a product while in transit is covered.  This is also the approach being adopted during B2B transactions with merchandise also being insured.  Every additional cost will be reflected in the final price which determines the success of the product hence, forward planning in order to reduce lead times and the ability to cutback overheads will allow the organization maintain its competitive edge and market share.   

2.
The pricing of an organizations product must be based on the price its target market is willing to pay and one that also leaves profits.  This all depends on which pricing strategy the organization decides to adopt.

· FOB – Free/Freight On Board is the most clear-cut.  The customer knows the exact cost of the product with the shipping cost being quoted separately.  This allows the buyer to decide what type of shipping service to use whether expedited or normal shipping, all depending on how quickly the products are required.
· Delivered Pricing – This is when the seller incorporates the shipping cost into the price of the product without making a distinction between the two.  With this strategy the buyer has no idea how much the product alone costs.  This strategy is used by regional distributors who offer free delivery of items.  Many distributors will include terms and condition such as Free Delivery with Purchases over a stipulated amount.  This is also a very common practice on sites such as ebay where the term ‘Free Shipping’ is used. Realistically, the shipping cost is incorporated into the price the buyer pays. 
· Single Zone Pricing – Also referred to as Flat Rate, the buyer pays a determined flat rate price despite their location.  This strategy is commonly used by postal services on selected services and also used by ebay sellers in which case the shipping price would state ‘International Flat Rate’.  Like anything else, this strategy has it pros and cons.  There are instances when a buyer pays significantly more than their share of the transportation costs while it may work out in favor of others.  Such a strategy gives the seller a high level of logistical control.  Meanwhile, for the buyer it keeps things simple.  It may also work out in the buyer’s favor.
· Multi Zone Pricing – On the contrary to single zone pricing this strategy determines prices according to geographical location and distance.  This is another strategy employed by postal services.  Like the single zone pricing strategy there are pros and cons.  What would make sense to a buyer using single zone pricing would work out to be too expensive buying from a distributor using multi zone strategy and the other way round.  The value of the product and location play a major role for this strategy.
· Base Point Pricing – For organizations using this pricing strategy, the buyer pays a base price plus a specific price according to the zone of delivery.  The base point is many times the manufacturing point but it may also not originate from the manufacturing point.

3.
In today’s competitive environment, planning in order to be one step ahead of the competition is the only way forward.  This can only be achieved by having a strategy which is made up of tools to directly market, change and maintain the organization’s logistical and market requirements.  Channel mapping, a very important tool which has began to become an integral part of an organizations strategy.  Mapping allows the organization to identify areas that require improvement to the current logistic channels.  A channel map of the organization’s internal structure illustrates the processes and practices being used by an organization.  This allows an organization to setup and propose changes and to help decide whether the changes being proposed are suitable.    Alternatively, the Matrix approach could be adopted.  This approach is considered to be easy yet very successful. Since most organizations deal with a variety of customers and end users, different approaches to reach and target the various types of customers as economically and as successfully as possible are required.  

Whichever approach organizations decide to adopt they do so to better their market share and improve the quality of service and product they offer.  Channel mapping forms an integral part in any organization’s current and future success and there should be continued investment in the improvement of such tools.
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