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	1. 

(i) 
Distribution in Supply Chain 

A supply chain is a system, supply chain management is a crucial process that refers to the production and distribution process within the company. Accurate & efficient distribution management systems are critical to the success of a business supply chain. 

A supply chain is the connected network of individuals, organizations & also is the active streamlining of a business supply side activities to maximize customer value & gain a competitive advantage in the marketplace. SCM represents an effort by suppliers to develop & implement supply chains that are as efficient & economical as possible. It cover everything from production, to product development, to the information systems needed to direct these undertakings. 


The Channels Of Distribution 

Defination of Distribution Channel : 

The finished product from the manufacturer to the customer is known as the distribution channel. A series of intermediaries who surpass the product to other businesses. The product change hands a number of times before it finally reach the customer. 

In order to do it economically & efficiently, firms must conquer three discrepancies :

1) Discrepancy in space – the position of production activities & the site of consumption are hardly ever the same.  

2) Discrepancy in time -  the difference in timing between production & consumption. Anticipated demand does not happen at the same time products are demanded. 

3) Discrepancy in assortment & quantity – businesses typically focus in producing big quantities of a diversity of items. Customers, on the other hand, usually usually order small quantities of many items. Disparity must somehow be submissive to deliver the product diversity & assortment to consumers. 

Strengthen Market Distribution Strategy Development 
1) Distribution strategy should consider business model 

2) Knowingly & Setting up Potential distribution partners

3) Price point affects distribution strategy 

4) Logistics must be considered when outlining distribution strategy 

5) Know who is in control and what efficiently metrics are being gathered

A strong distribution strategy comes from careful planning hence firms products / services are reaching customers as quickly as possible, while maintaining the highest quality & efficiency. 

Importance of Distribution Channels 

As noted, distribution channels often require the assistance of others in order for the marketer to reach its target market. While on the surface it may seem to make sense for a company to operate its own distribution channel (i.e handling all aspect of distribution) there are many factors preventing companies from doing so. 

e.g. marketers who are successful without utilizing resellers to sell their product (e.g Dell computers sell mostly through the Internet & not in retail stores) may still need assistance with certain parts of the distribution process (e.g Dell uses parcel post shippers such as FedEx & UPS). In Dell’s case creating their own transportation system makes little sense given how large a system would need to be in order to service Dell’s customer base. Thus, by using shipping companies is taking advantage of the benefits these services offer to Dell & to Dell’s customers. 

Benefits Offered by of Channel Members 

When choosing a distribution strategy a marketer must determine what value a channel member adds to the firm’s products. Customers assess product’s value by looking at many factors including those that surround the product (i.e augmented product). Several surrounding features can be directly influenced by channel members, such as customer service, delivery, and availability. 

Consequently, for the marketer selecting a channel partner involves a value analysis in the same way customers make purchase decisions. Assess  the benefits received from utilizing a channel partner versus the cost incurred for using the services. These benefits include: 

1. Cost Savings in Specialization – members of the distribution channel are specialists in what they do & can often perform tasks better & at lower cost than companies who do not have distribution experience. Marketers attempting to handle too many aspects of distribution may end up exhausting company resources as they learn how to distribute, resulting in the company being  “a jack of all trades but master of none” 

2. Reduce Exchange Time – Channel members able to reduce distribution costs by being experienced at what they do, they often perform their job more rapidly resulting in faster product delivery. The wholesaler will distributes to the store in the quantities the store needs, on a schedule that works for the store, and often in a single truck, all of which speeds up the time it takes to get the product on the store’s shelves. 

3. Customers want to conveniently shop for variety – resellers, within the channel of distribution serve two very important needs: 1) they give customers the products they want by purchasing from many suppliers (termed accumulating & assortment services) ; 2) they make it convenient to purchase by making products available in single location. 

4. Resellers Sell Smaller Quantities -  Not only do resellers allow customers to purchase products from a variety of suppliers, they also allow customers to purchase in quantities that work for them. The ability of intermediaries to purchase large quantities but to resell them in smaller quantities (referred to as bulk breaking) not only makes these products available to those smaller quantities but the reseller is able to pass along to their customers a significant portion of the cost savings gained by purchasing in large volume. 

5. Create Sales – Resellers are at the front line when it comes to creating demand for the marketer’s product. In some cases, resellers perform an active selling role using persuasive techniques to encourage customers to purchase a marketer’s product. In other cases they encourage sales of the product through their own advertising efforts & using other promotional means such as special product displays. 

6. Offer Financial Support – Resellers often provide programs that enable customers to more easily purchase products  by offering financial programs that ease payment requirements. These programs include allowing customers to: purchase on credit; purchase using a payment plan; delay the start of payments; and allowing trade-in or exchange options. 

7. Provide Information – High-level intermediaries may offer their suppliers real-time access to sales data including information showing how products are selling by such characteristics as geographic location, type of customer, and product location in order to helps improve the product. 
(ii)
Participants In a Distribution Process
Primary channel participants are those that presume risk during the value-added distribution development. 

1. Manufacturers 

2. Wholesalers 

3. Retailers  

Cost of Utilizing Channel Members: 

1. Loss of revenue – Marketers have a good idea of what the final customer will pay for their product which means the marketer must charge less when selling the product to resellers. In these situations, marketers are not reaping the full sale price by using resellers, which they may be able to do if they sold directly to the customer. 

2. Loss of communication control – marketers not only give up revenue when using resellers, they may also give up control of the message being conveyed to customers. This can lead to miscommunication problems with customers. While marketers can influence what is being said by training reseller’s salespeople, they lack ultimate control of the message. 

3. Loss of product importance – once a product is out of the marketer’s hands the importance of that product is left up to channel members. If a competitor is using promotional incentives in an effort to push their product through resellers, the marketer’s product may not get the attention the marketer feels it should receive.  

(iii) 
Importance of Market Coverage Decisions in a Distribution Process  

Level of Distribution Coverage : 
· Channel structure relates to market exposure. Market exposure decisions involve options concerning the comparative intensity of outlets in any given area so that the requirements of existing & possible customers are sufficiently accommodated.

Three essential market coverage options: 

1. Mass Coverage/ Intensive distribution strategy

· is only feasible for relatively low priced products that appeal to very large target markets. E.g consumer convenience products such as Coca-Cola is available in a wide variety of locations including grocery stores, convenience stores, vending machines, hotels & many, many more. 

·  With such a large number of locations selling the product the cost of distribution is extremely high & must be offset with very high sales volume. 

2. Selective Coverage 

· under this strategy the marketer deliberately seeks to limit the locations in which this type of product is sold. 

· The logic is tied to the size & nature of the product’s target market. 

· It appeals to smaller, more focused target markets. 

· Consequently, because the market size is smaller, the number of  locations needed to support the distribution of the product is fewer.  

3. Exclusive  Coverage 

· mostly high-end products target very narrow markets that have a relatively small number of customers. 

· Often are characterized as “discriminating” in their taste for products & seek to testify some of their needs with high quality. 

· Subsequently, high level of customer service attention are required.

· Another type may not involve high-end products but rather products only available in selected locations such as company-owned stores. It may/may not be higher priced but there are only available in company outlets give exclusivity to the distribution. 
Conclusions: 

Three distribution options serve as a useful guide for envisioning how distribution intensity works, the advent of the internet has brought into question the effectiveness of these scheme. For all intents and purposes of products available for purchase over the internet are distributed in the same way – mass coverage. So a better way to look at the three levels is to consider these as options for distribution coverage of products that are physically purchased by customer.   


Marketing Issues: 

1. Product Issues – the nature of the product often dictates the distribution options available especially if the product requires special handling. Fro instance, companies selling delicate or fragile products, such as flowers, look for shipping arrangements that are different than those sought for companies selling extremely though or durable products, such as steel beams.  

2. Promotion Issues – besides handling of physical products, distribution decisions are affected by the type of promotional activities needed to sell the product to customers. (extensive salesperson-to-customer contact)

3. Pricing Issues – the desired price at which a marketer seeks to sell their product can impact how they choose to distribute. The inclusion of resellers in a marketer’s distribution strategy may affect a product’s pricing since each member of the channel seeks to make a profit for their contribution to the sale of t he product.  

4. Target Market Issues – a distribution system is only effective if customers can obtain the product.  Consequently, a key decision in setting up a channel arrangement is for the marketer to choose the approach that reaches customers in the most effective way possible. The key part is to determine the level of distribution coverage needed to effectively meet customer’s needs. 

 (iv) 
Different Between Conventional Channels & Single Transaction Channels 


Single-Transaction Channels : 

- a lot of transactions could be believed as one-time occurrence. i.e stock ownership, real-estate sales and bond ownership transfer, the acquisition of durable equipment like heavy machinery & processing plants. 


Conventional  Channels : 

- movable arrangements or associations of firms that purchase & sell products on the basis of need, with no concern for future or repeat business. The major determinant of the time & degree of transactions is selling price.  

- activity carried out is transaction-on-transaction basis. No work out on formal long-term relationship, both parties free-to-walk out whenever it needs. Involvement happens until an improved deal comes along. Hence, no surprises for firms to begin & end doing business with each other a number of times within a single year. 


Rational Collaborative Arrangements RCA:


- Participating firms admit dependency & expand combined benefits through collaboration to attain industry superiority. Every channel member must be ready to perform specific duties. 

- The leader is most often the leading firm in the channel in terms of size, market share, or technical expertise & has the greatest comparative authority in the arrangement. 

            Four forms of RCAs :

1. Administered systems;

2. Partnership alliances’

3. Contractual systems; 

4. Joint ventures. 


Channel Conflict 

In an effort to increase product sales, marketers are often attracted by the notion that sales can grow if the marketer expands distribution by adding additional resellers. Such decisions must be handled carefully, however, so that existing dealers do not feel threatened by the new distributors who they may fee are encroaching on their customers & siphoning potential business. If existing members sense a conflict & feel the marketer  is not sensitive to their needs they may choose to stop handling the marketer’s products. 

Need for long term commitments & give serious thought to whether breaking their long-term relationship with industrial suppliers is in the company’s  best interest. 

At last, since RCAs are required to exist for a considerable time period, it is significant that the leader provides a future’s vision, facilitate combined planning, & change administration as needed to maintain economical superiority. 

Distribution System: 

Mindful of the factors affecting distribution decisions (i.e marketing decision issues and relationship issues), the choice of distribution design comes down to the following options: 

1. Direct Distribution Systems 

a) Direct Marketing Systems : customer placed order through information gained from non-personal contact with the marketer, such as by visiting the marketer’s website or ordering from the marketer’s personal communication with a customer representative who is not a sales person, such as through toll-free telephone ordering. 

b) Direct Retail Systems : when a product marketer operates their own retails outlets. Starbucks would fall into this category.

c) Personal Selling Systems: a person whose main responsibility involves creating & managing sales, generally by persuading the buyer to place an order but may not be handled by the sales person (e.g buyer physically places the order online or by phone) the sales person plays a role in generating the sales. 

d) Assisted Marketing Systems: marketer relies on others to help communicate the marketer’s products but handles distribution directly to the customer. Classic example aBay which helps bring buyers and sellers together for a fee.  Other agents & brokers would also fall into this category.  

2. Indirect Distribution Systems
a) Single-Party Selling System : marketer engages another party who then sells & distributes directly to the final customer. Most likely to occur when the product is sold through large store-based retail chains or through online retailers, in which case it is often referred to as a trade selling system. 

b) Multi-Part Selling System: the product passing through two or more distributors before reaching the final customer. The most likely scenario is when a wholesaler purchases from the manufacturer & sells the product to retailers.  

3. Multi-channel / Hybrid Distribution Systems

The mullti-channel approach expands distribution & allows the marketer to reach a wider market, however, as discussed before under channel relationships, the marketer must be careful with this approach due to the potential for channel conflict.

E-Commerce Impacts on Market Distribution

- Accelerate & volatile growth of e-commerce, the most basic of economic transactions all over the world. The quantity of business transacted at present, projections for the future, and the basic change being created by electronic commerce.  

B2B e-commerce leads the way in global supply chain networks. (figure 1) 
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E-commerce influences demand patterns. Now, thanks to technology and instant communication, the impact can be almost immediate. Thus, there are some potentially negative consequences to the rapid growth of e-commerce. In this volatile business environment, lots of consideration towards dealing with the rapid swings that can result from increasing use of e-commerce in a globalized market. 

 (v) 
Logistics Operations Can Affecting Pricing Strategy 

- the real impact of high transportation costs are driving the main shifts in supply chain strategies. The first is shift from offshoring to nearshoring sourcing strategies in aneffort to reduce the number of miles shipments travel. The second is a shift from designing products & packaging for marketability & more efficient production toward designs that also incorporate ‘shipability’ considerations. The third is a shift from lean inventory strategies to hybrid lean inventory/transportation strategies. The supply constraint is compounded by the fact that resources for investment in transportation infrastructure  are limited. 

In essence, persistent oil price volatility & capacity constraints mean that high-priced transportation is here to stay. As a result, managing transportation cost is more important than ever for preserving margins & profitability as well as improving supply chain performance. 

Why are prices high? 

- freight movement in most modes remain largely dependent on ever-more expensive & finite fossil fuels, primarily diesel fuel. An equally influential factor in transportation costs. The demand-supply imbalance of freight transport services to such an extent that it has led to serious issues of congestion & capacity constraint.  

Factors affecting transportation in logistics: 

1) Terminal facilities – storage, loading & unloading facilities (design, length, height, and other features), good quality roads. 

2) Vehicles – sea, road [capacity, moving dimensions (size, speed, type)]

3) Prime movers – suitable design & layout of conveyors & mechanical loaders can reduce the drudgery of manual labour & make pre-despatch & post-receipt handling operations more efficient. 

4) Routes & Sectional Capacity – adequate capacity is important but invisible component of  movement activity on each of the different routes to move the vehicles, the additional number of vehicles provided would not necessarily lead to higher levels of transport availability. On the contrary, movement may become more sluggish. 

5) Transit Time – usually is not adequately recognized because of non-avaialbility of construction equipment & machinery in time. 

6) Weight Bridge – another usual neglected aspect of transportation activity and which will handle the anticipated volume of traffic expeditiously must be selected. 

7) Distribution pattern 

8) Nature of product

2. 
Fundamentals of Pricing Strategy in Supply Chain Management 

Managing pricing 

Pricing decisions directly decide which party in the business is accountable for performance of logistics activities, way of title, and liability. F.O.B. source and delivered pricing are the two most widespread methods. 

F.O.B. Free On Board / Freight O Board Pricing

- is the simplest means to quote price. The price at point of source and agrees to tender a consignment for transportation loading, but supposes no additional responsibility. 

- the buyer select means of transportation, decides a carrier, pays transportation charges, and takes danger of in-transit loss and/or spoilage. 

- the title does not pass to the purchaser until the delivery is completed. Under such situations, the seller arranges for transport & the charges are added to the sales bill.
Delivered Pricing

- seller provides a price that includes transportation cost of the product to the buyer that is the main difference between F.O.B & delivered pricing.

- In other words, transportation is not specified as a detached item. 

- lots of variations in terms of delivered pricing. 

Single-Zone Pricing

- buyers pay a single price in spite of where they are situated. The similar fee is charged for a given size, & weight regardless to distance traveled to the destination. Delivered price reflects the seller’s standard transportation cost. 

- In real practice, a number of customers pay more than their reasonable share of transportation while others are sponsored. 

- is usually used when transport costs are a comparatively small proportion of selling price. 

- the major benefit to the seller is the high level of control over logistics, mutually, buyer have the benefit of simplicity.

Multi-Zone Pricing

- diverse prices for particular geographic areas. 

- logistics charge differentials based on distance are used to quote delivered pricing. 

- big corporations like UPS employ multi-zone pricing. 

Base-Point Pricing

- complex & controversial type of delivered pricing in which the concluded delivered price is decided by the product’s list price plus transport cost from a chosen base point, generally the manufacturing location. 

- the designated point is utilized for calculating the delivered price whether or not the consignment in fat originates from the base location.  

Pricing Issues 


1. Potential discrimination 


- the validity of transportation pricing is a significant consideration. 

- zone pricing has the prospective to be discriminatory since some buyers pay more than genuine transportation cost while other pay less. 

- zone pricing schemes are against the law when net consequences is to charge dissimilar delivered prices for the same product to direct competitors. 

Simply put, e-commerce has altered the practice, timing, and technology of business-to-business (B2B) and business-to-consumer (B2C) commerce. It has affected pricing, product availability, transportation patterns, and consumer behavior in economies worldwide. 

2. Quantity Discount  

3. Promotional Pricing 

4. Menu Pricing 

5. Platform Service Price 


6. Value-Added Service Costs 

3. 
“Channel mapping & matrix approach are significant importance for a channel design process”

Start wide, go narrow. It’s a good rule for a new outsourcing provider to follow, just as it is for real life. 

When an outsourcing provider looks at your supply chain, they need to do the same thing. They need to grasp the geography of where you’re coming from, with all the peaks & valleys. They need to understand the big picture. Then, the provider can gradually add details until they have a complete picture of your supply chain & where you might go from there. 
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Each of these steps could be considered the moving parts of the customer’s supply chain. And each has its associated processes & steps. The question is, how smoothly do the moving parts work together, and what is the relationship from one part to the next ?

In many companies, people from transportation, purchasing, manufacturing, finance, and other areas works in relative isolation.  In essence, each group does what they do, but doesn’t exactly know what the other groups do. 

1) Channel  mapping 

· fundamentally is a flow illustration of channels employed & developed through suspicious research within a business & discussion with executives regarding how to go to marketplace.

· It gives insight into existing processes & 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 from scratch for a new business/product, mapping the business & major competitors is helpful. 

· Clear Market segment to be served should be depicted & illustrated. Volume of activity linked to every link in the map. Every link should be inspected strictly to see what are the particular functions & activities carried out by channel participants & what the monetary characteristics of the transactions are. For instance, what are expenses, prices, and margins related to every link in the map?

2)  Matrix approach 

· an easy & successful, matrix approach. Due to majority companies serve quite a few segments of customers & end users, diverse structures & blends of channel participants might be essential to serve every of those segments as economically & successfully as possible. 

· It suggested that each function can be further subdivided into particular individual activities. It provides insight into the most appropriate participants & structures to accomplish objectives.   

Every activity could potentially be carried out by diverse channel participants. For explanatory, consider the selling role & its associated activities. 

Supply Chain Design 

Enhancing profitability & shareholders value by deploying assets & full consideration of market & sourcing strategies that will generate the best financial performance. Identification of the optimal number of plants, warehouses and distribution centers to maximize long-term profit. 

a) Managing constraints & margins : where the structures of the maximum profit & minimum cost solutions will be different; their facility number, locations, sizes, product mix, supplier & demand allocations will be different. 

b) Managing risk: there is uncertainty & risk in demand, supply & lead times that companies need to factor in when designing supply chains. Companies need to be able to adjust to unforeseen market changes.

c) Balancing strategic objectives with operational objectives: companies need to balance short-term outlooks with longer term plans & objectives. As a result, supply chain design needs to provide a detailed insights into how  demand can be met profitability.  

When designing supply chain, considerations of : 

· opportunities to improve profits are identified

· Supply chain cost are reduced while customer responsiveness is improved

· Decision making supports the profitability of the entire economy

· Alternate strategies are compared quantitatively 

· Cost tradeoffs are modeled accurately
Establishing Channel Relationships: 

Since the channel members must be convinced to handle a marketer’s product it makes sense to consider channel partner’s needs in the same way the marketer considers the final user’s needs. In business buying behavior, resellers seek products of interest to the reseller’s customers but are also concerned with many other issues such as: 

· Delivery : on-time delivery & good condition in order to meet customer demand & avoid inventory out-of-sock. 

· Profit-margin : obviously acquiring the product from a supplier & the price they charge to sell the product to their customers will be sufficient to meet their profit objectives. 

· Other Incentives : may be in the form of additional free products or even business (e.g bonus, free trips) for achieving sales goals. 
· Packaging : resellers want to handle products as easily as possible & want their suppliers to ship & sell products in packages that fit within their system for store’s shelf, or shipping packages within warehouses / receiving dock space. Requirement of adding tags for products *e,g RFID tags) to allow for easier inventory tracking when the product is received & also when it is sold. 

· Training : demonstrating strong knowledge of the product to customers is key for sales growth. Marketers must consider offering training to resellers to insure reseller has the knowledge to present the product accurately. 

· Promotional Help: resellers often seek additional help from the product supplier to promote the product to customers. Such help may come in the form of funding for advertisements, point-of-purchase product materials, or in-store demostrations.        
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