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1

i. Distribution concerns itself with the following questions
· Whether to sell manufactured goods directly or through a retailer 
· Whether the product should be distributed through a wholesaler
· Whether multi-level marketing modes should be used for selling products
· Whether channel members should share advertising costs

The channels of distribution depend on the nature of the product but some common products and their distribution channels are 
· Building products = distributor
· Hotels or flights = travel agent
· Cement mixer = a rental company
· Television = rental company

One may choose to eliminate the distribution channel by selling directly via the internet, telephone, or mail order. One could also choose to nominate an agent to sell on one’s behalf.

Distribution channel levels can be numerous from Zero being direct distribution, one level channel contains one intermediary which in the case of buyer goods would be a retailer. Manufactured products will also have one mediator being the distributor. Smaller markets normally employ a zero or one level channel which is sensible and effective. Larger markets usually take a two level approach which involves a wholesaler. This allows lots and lots of smaller retailers to sell the product. Some markets such as those in Japan have many more levels and have created multifaceted distribution systems for the simplest of products.

As mentioned above the distribution channels work by getting the product from the manufacturer to the end customer in the most efficient and cost effective way. An organization needs to overcome the three main discrepancies
· Discrepancy in space
· Discrepancy in time 
· Discrepancy in assortment and space
[bookmark: _GoBack]Products such as dairy products are required constantly by the consumer as opposed to a product like standard kitchen furniture which requires warehousing and inventory because customer demand is not aligned with production for example. End customers purchase small amounts but production will not and cannot produce to those quantities so large amounts of products need to be produced (product diversity and assortment) thus creating inventory.

ii. Channel participants relates to the following organizations
· Manufacturers 
· Wholesalers
· Retailers

iii. Market coverage relates to the market exposure an organization needs in order to serve the needs of current customers and potential future customers or otherwise put location ease for customers. The three main essential market coverage options are
· Intensive distribution being to have ones products in as many shops or outlets in as many regions possible. An example of such products would be Coca Cola or Walkers Crisps or Shell Filling Stations. Other end user items might also be use intensive distribution. It might make sense for all organizations to use the intense distribution which would result in sales in the short term but there may be problems later. An outlet will sell a product at a very low price in order to attract customers, which in turn might lead to other outlets rethinking their choice to stock the same product. Futhermore in using the intense distribution an organization must ensure that it can offer the needed after sale customer service, repairs, maintenance etc. 
· Selective distribution being a limited number of outlets within a particular geographical area. It will always depend on the end consumers requirement for ease and the effort a consumer is prepared to go to in order to purchase the product. 
· Exclusive distribution is the opposite of intensive distribution and means to have just one outlet in every geographical area. My example of this would be the high end car manufacturers we have in Aberdeen, each of which only has one point of sale for new vehicles. BMW, Audi, Porsche, Range Rover.

iv. Single transaction channels normally surround a one time occurance. An example would be the sale of a house through an estate agent. The consumer does not purchase the house because of the estate agent but purchases because he or she likes the house. If in some years the consumer decides to purchase again they may go to the estate agent to organize the sale of their current property due to past experience but their choice of next house will be again based on the house and not the estate agent.
Conventional channels relates to movable arrangements or associations of companies that purchase and sell on the basis of need. There is no exclusivity contract in place as such and companies are free to come and go as and when they please. The driving factor is normally the price at the time of the transaction. There is normally little or no collaboration in the supply chain between the parties and things are done on a transaction to transaction basis.

v. Pricing is a major element in market distribution. The logistics costs such as transport, handling, delivery used to be part and parcel of a sales price but nowadays these are seen as different elements and therefore require very careful planning when it comes to things like delivery terms. A simple example would be a recent project I was involved in in West Africa and involved the movement of 260 ton generators from Europe to Burkina Faso. Our involvement as the 3PL was to ensure that we had captured and provided all the relevant costs to the selling party which overall equated to approximately USD 500 K made up of different elements of varying large size. Eg. Offloading in the port, transport, convoys and police escorts, etc. Because of the size of the logistics operation and the costs involved at destination it was essential the selling party understood and knew the costs as it formed part of their negotiation on the sale of the generators. The terms were eventually agreed as being free arrival Port of Takoradi and the purchasing party were responsible for destination logistics. In the learning material it states that the most common term is FOB – this probably relates to global statistics but I would add that this depends on the type of material being moved, the origin and destination of cargo and the complexities involved at each end of the chain. For example a selling company in the UK will certainly not want to get involved in the complex destination logistics in West Africa and shipping lines will not want to be collecting freight from destination purchasing companies in West Africa. Therefore the most common term on these trade lanes are free arrival port.

2. 

There are various types of pricing strategies which depend on a number of factors especially terms of delivery (for reasons mentioned above). The two main methods are FOB Source and delivered pricing.

· FOB relates to a shipment that is loaded so that all the costs including the loading are for the account of the seller. I would however add that whilst one might use the term FOB there are further Liner Terms for example in the shipping world that potentially make the term FOB more complex and which would need to be discussed in detail with the logistic provider.

· Delivered Pricing covers the transport upto the purchasers named and agreed destination.

I would add that delivery terms and their abbreviations have now changed e.g. DDP or DDU which would relate to delivered pricing for example.

Other examples of pricing are

· Single Zone pricing – an example being Royal Mail where one pays one price for a certain service, size of letter or parcel, irrespective of its destination

· Multiple Zone pricing – commonly used by courier companies e.g. DHL, TNT, FEDEX etc.

· Base Point pricing – being the most complex and controversial type of pricing. This is because the pricing of the product is decided by list price + the transport cost from a base point being the manufacturing location. So the transport costs for a product made in the far east may include some element or all of the transport costs from the far east to the distribution center in the UK for example

As mentioned in my answer 1.V it is essential for organizations to understand the implications of logistics costs when selling products and deciding on delivery terms. Some examples may be very simple and involve a simple movement from A to B with no complexities whatsoever but nowadays organizations would like to enjoy business with emerging markets such as Africa and parts of the Far East. It is essential for organizations to really understand that if the wrong terms or inappropriate terms are used in the sale then an organizations profitable sale can become a very unprofitable sale if an organization isn’t careful.

3.

In understanding the end user requirements one can implement a structure to manage market distribution. There are two tools that can help an organization 

Channel Mapping is a flow illustration of the channels used by an organization either to go to market or to improve profitability in an existing channel. It involves mapping out the various current procedures and processes and deciding what channels are suitable for a particular product or where a product already had a channel whether change is required or appropriate. It involves mapping the processes and procedures of not just ones own organization but mapping the processes and procedures of all the participants in the channel
· Manufacturer
· Wholesaler 
· Retailer
· And where appropriate the end user (example perhaps a hospital that is the end user and is a service provider but also has stocks, inventory, etc.)
Channel mapping identifies the various steps and processes and the cost of those steps, the prices of the steps and the profits related to each step and link in the channel. In bringing a new product to market it is helpful to also map competitors and their activities.

Matrix Approach looks at extending the concept of separation and looks at finding the most suitable or appropriate participants and structures to achieve goals. Because most companies serve numerous segments and end users different structures and blends of channel participants might be needed in each segment to achieve maximum economic goals and success. Separation means that marketing and logistics channels may have different firms and neither firm must participate in both activities. Matrix design means that various activities can be further divided in to sub-categories. 

A channel map in a nutshell gives an organization an overview of the costs being incurred as its products flow through its own organization, its customers and  through to the end user / consumer. It would be particularly useful where there are partnerships between the various participants in the channel because each one depends on the success of the other. A simple example could be a provider of car seats to a car manufacturer – the car seat manufacturer and his suppliers, and channel participants will only be successful if the car sells – therefore in such a scenario it would be essential for everybody to be working together to understand the complete flow so that savings and efficiencies can be achieved within the channel.

Many companies are very good at understanding things within their own companies but not so good at looking at the bigger picture or the channel. Therefore it is essential that companies embark on the channel mapping process which is not a one off but a continuous process. In working with the channel participants trust and relationships are built. This is turn creates strong partnerships and reduces the barriers to entry into a new market in the future because each participant understands the other participants businesses, their concerns and aspirations. Each participant will work together to create mutual value for one another.

One could argue that channel mapping could also involve suppliers…….. 
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