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1. Give brief answers for the followings questions:

I. What is distribution in supply chain? What are the channels of distribution? And how do they work?
Distribution is an important part of the supply chain, it determines how a certain product and in which way reaches the customers. Each way can be considered as a distribution channel.
A distribution channel is defined by the business dictionary as: “The path through which goods and services travel from the vendor to the consumer or payments for those products travel from the consumer to the vendor. A distribution channel can be as short as a direct transaction from the vendor to the consumer, or may include several interconnected intermediaries along the way such as wholesalers, distributers, agents and retailers. Each intermediary receives the item at one pricing point and movies it to the next higher pricing point until it reaches the final buyer. Coffee does not reach the consumer before first going through a channel involving the farmer, exporter, importer, distributor and the retailer. Also called the channel of distribution.” [footnoteRef:1] As described a business can operate with various distribution channels. [1:  Direct quote URL: http://www.businessdictionary.com/definition/distribution-channel.html last accessed: 25/03/2015 ] 

For example Gü Puds London works with different distribution channels on different markets. In the UK, Gü either sells its product through bigger retailers such as Tesco and Sainsbury’s or applies wholesalers for smaller retailers (Londis).
On the other hand, Gü Puds sells its products via retailers but by using distributiers in Germany.
II. Who are the channel participants in distribution process?
Basically, channel participants can be divided into two categories in terms of their operations.
The more fundamental channel participants are the companies who add value to the product or at least taking risk due possession of the goods. The participation of these results in an increase of the price of the product, however, they contribute significantly to the distribution of products and customer satisfaction.
These are the manufacturers or producers, wholesalers and retailers.
Another, perhaps less efficient type which includes those that do not add value to the product, in fact it does not buy them either, they are just hirelings who provide assistance to sell the product. However, there are also a number of advantages, such as certain agencies combine different products or services, thereby creating an attractive offers.
These participants are the agents, distributors and related service providers.
A combination of channel participants proved to be very effective depending on the diversity of the market, sales strategies and product features.

III. What is the importance of market coverage decisions in distribution process?
Companies must take a lot of decisions related to sales of a product to ensure optimum sales and customer satisfaction. One of the important decisions related to the market coverage. Or in other words, which customer base the company intends to serve.
These decisions are strongly influenced by product features, for example, the bread distribution really differs from Apple products distribution.
There are three types of market coverage: 
In case of Intensive Distribution, there is sales of average services and products such as meat, cosmetics, tobacco. This approach seeks to be as easy as possible available to the customers for the daily shopping. For example, no one wants to travel an hour to the hairdresser or buy milk.
Selective distribution can be observed in case of products which requires more circumspection and professionalism. For example, usually flower shops dealing with sales of living plants. Its main advantage is, that it can provide detailed and expert advice regards the plants and all the necessary equipment should be available. The supermarket is less suitable for this.
Eventually, there is the Exclusive Distribution that is the placement of a brand in just one outlet in every geographic region. In this case, the business expects that the buyer is willing to take the time for shopping because its product or brand is not available anywhere. For example, Ikea and Decathlon using Exclusive Distribution as they are unique in terms of their product.
At market coverage decisions has to be kept in mind that the product has to reach the customers relatively smooth, depending on the circumstances.
IV. How would you differentiate between conventional channel and single transaction channel?
The main difference between the channel relationships is the strength of the dependence on each other. Also the number of transactions can be different, so can be the frequency and product features.
The following table shows clearly the difference between the conventional channel and the singleitransaction channel:

	Single-transaction channel
	Conventional channel

	The businesses are not really depended on each other, as in this case, a one-time agreement is reached.
	The dependence here is slightly stronger as the price and quality are influencing factors at changing needs.

	As the name suggests, it takes place in a single transaction.
	At conventional channels, can occur repetitive, independent and number of transactions.

	Non-recurring
	Recurrence is possible

	The long-term way of thinking is typical as the value of purchasing / selling is high.
	The value of purchasing / selling is variable because it is always based on the current needs.

	Example: The acquisition of a new machine for expansion of business.
	Example: Operation of the retailers and the wholesalers who deal with a constantly changing goods inventory.





V. How can logistics operations affect the pricing?
As discussed in detail before, there are many things that effect pricing. Of these, perhaps the most important is the cost of logistics operations, as it carries out all activities that are related to the product from the beginning until it reaches the final customer.
Viewed more particularly, the context is clear that in the case where the cost of logistics activity increasing/decreasing like transportation, it will also increase/decrease the price of the product.
For example, due to the fuel price increases or the introduction of new toll the transportation becomes more expensive. This leads to an increase of the price of the company’s products because they don’t want to cut off the extra cost from the profit.
However, it may occur also in reversed case.
For example, if a producer company can switch the manual labor to machines during development, it can reduces the cost of production and the company is able to sell the goods at a cheaper price or better quality can be offered at the same price.
2. Discuss the fundamentals of pricing strategy in supply chain management.
The pricing of the product or service is one of the most important business decisions that a company has to make. At this point, it is decided also that each of the parties responsible for what activity and how the allocation of costs will happen between them.
One of the fundamental pricing method called F.O.B. (Free On Board/Freight On Board). In this case, the seller offers a price without shipping, so the buyer has the shipping cost and responsibility. In this way operating several wholesalers or manufacturers that are many times don’t do at all or accept delivery as well but only for separately charged shipping costs in return. These companies often offer low and attractive prices, but take the risk that the buyer is willing to devote the time to organize the transport and pay the associated costs.
Another widely used method is the Delivered Pricing. In contrast with the F.O.B., here the seller shows a specified price, which already includes the shipping costs. Thus, there is no additional cost or take care of anything to the buyer regards to the transport. This may be convenient for the customer, but also there are can be explored some disadvantages.
For example, in some cases, the shipping price is not realistic, the customer can’t really have a say at the time of delivery or possibly if the product does not meet the requirements will only be revealed when it is delivered already.
There are many variations of Delivered Pricing. 
The single-zone pricing, as the name suggests the seller sends the product at a unified delivery costs, regardless of distance. Due to size or weight, of course, the price may vary. Most national mail-order works based on this strategy.
Slightly better solution can provide for customers multiply-zone pricing. In this case, according to various zones have been affected by distance as well.
Finally, should be mentioned the base point pricing system. Here the customer has to pay a delivery cost that calculated with that distance what is between the customer’s location and the base-point that chosen by the customer. This is regardless of the real delivery from where take place.










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

Once the market distribution strategy is determined, the planning of channel design can be started. For this purpose, there are two important tools that can be used; the channel mapping and the matrix approach.
Channel mapping based on already existing information related to the channel in a certain area. Thus creates a sketch of the possible processes which can be changed.
The operation is carrying out numerous research and discussion concerning to determine the best way to go to marketplace. It is also important to examine in details the market segments with regard to the financial details, the volume of activity and the particular functions and activities that carried out by them.
The channel design that set up in such a way is can be very successful and efficient, but in some cases can serve only a certain segment of customers.
There is another support for channel design, called matrix approach. In this case, for different customer segments, businesses choose different channel participants that are best suited for a particular purpose.
Thanks to this companies are able to serve all target customer group.
However, given the complexity the organization of it requires a lot of care and because this is not build on the existing processes, it’s not known how it will work in practice.
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