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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. 
	
Give short answers for the following questions: (15)
i. What is distribution in a supply chain? What are the channels of distribution? And
how do they work?
· Distribution is all activities and actions related to delivering products to reach end consumers. The channels are usually described as traditional trade such as wholesalers and retailers where product is sold to wholesaler from w hom small shops will  buy and end customers will buy from these shops, modern trade which are B2B and e-commerce where sales are happening over internet. There are channels of distribution related to specific businesses such as direct delivery business where for example a company will have affiliated merchants delivering to end customers by region and special business such as vending machines/cathering/ related channel where products are sold to organizations who are serving customers directly. There are single transaction channels used in such businesses as real estate and service oriented ones. 
ii. Who are the channel participants in a distribution process?
· The channel participants are usually producers, retailers, wholesalers.
iii. What is the importance of market coverage decisions in a distribution process?
· The market coverage decisions depend on the products and services being distributed. If exclusivity is the goal exclusive distribution is used, if product must reach as much as possible customers – intensive distribution is used. If for example in pharmaceutical industry we have a product which must be sold to specific type of customers, a business will research and decide for selective distribution. These decisions will determine the success of the product in the market. 
iv. How would you differentiate between conventional channels and single transaction
channels?
Conventional Channels are best described as movable arrangements or associations of firms that purchase and sell and repetitive transactions may not exist. A good example can be small companies buying from wholesaler building materials. Single transactions channels are ones such as in real estate business where one transaction will occur and may not be repeated again but has very high significance. 
products on the basis of need,
v. How can logistics operations affect the pricing?
Part of product or service cost is logistics cost. There can be a case where price of delivery may be higher than product cost itself.  This determines if the product will have competitive price in the market or will be too expensive for the consumers. Order quantities, way of transportation, pricing policy in wholesalers, warehouse price are elements of logistics and all determine final consumer price.
2. Discuss the fundamentals of pricing strategy in supply chain management. (7)

When a product is being negotiated for delivery a pricing strategy is being developed and terms discussed with producer. Supply chain negotiates the incoterms which are the freight transport conditions.  They usually depend part on the ability of the producer to support customers – if they have own fleet, own warehouse/distribution center, etc, and part depend on the negotiations which directly affect final landed price the product will have. Examples of most used incoterms are FOB where ownership of the stock transfers when the product reaches a ship, CIF – the same as FOB but customs duties and insurance are paid by supplier, and FCA – Full transport paid.
Another impactor of final price and choosing the correct strategy is minimum order quantity and minimum production run. Both are supply chain related and impact pricing and are discussed with supplier at the time of launching the product and re-discussed with any change. The higher the MOQ and the better the production suits the raw materials the lower the price of the product will be.
The way of distribution impacts final price. A very cheap tansport method is sea freight while trucks are very common, and air freight is the most expensive type. If we airfreight a product regularly, its final price will become much more than a price of the same product delivered sea. This decision is taken also taking shelf life of product when sold to customer and customer requirements to choose the correct type of transport and form the pricing strategy.  

3. “Channel mapping and matrix approach are of significant importance for a channel design
· process.” Discuss this here.

When designing a channel key elements are customer satisfaction, availability, profitability. All can be achieved by an efficient and well developed mapping and data behind strategic decisions.
Channel mapping is one of the most important elements of an effective profit improvement program. It is the key to big, sustainable increases in profits and growth, especially in the most important accounts. It also provides decisive competitive advantage to approach customers based on customer knowledge, relationships, and trust. This enables to secure and grow company’s most important customer relationships, and to penetrate and grow critical potential accounts.
The power of a channel map is that it gives a detailed overview of the cost buildup as products flow through your company, and into and through the customer’s company. The objective is to identify ways to increase efficiency and reduce cost. The same technique for coordinating can be used with suppliers to lower own input costs.
The starting point in a channel map is to partner with a customer, and select a few representative products. At first can e developed a channel map with a relatively small, but very well-managed customer, in order to get comfortable with the process.
In developing the channel map, it is important to work with a willing, engaged counterpart manager from the customer. (This underscores the importance of developing relationships with counterpart managers in key customers well before they are needed.) He or she will help understand the customer’s operation and estimate the costs, and in the process  will develop a close working relationship with a customer manager who can help explain the process to his or her fellow managers, confirm the results, and later help drive the change process.
The second step in channel mapping is simply to trace the product flow through both companies, identifying each step in the process. Very quickl important points of leverage can be seen. Typically, a number of costly redundant functions exist, and key points at which information can be seen that is readily available in one company and will really help the other. This early, easy step is very eye-opening, and quickly shows everyone the value of the process.The third step is to roughly cost out the steps in the process. As with profit mapping, information accurate as much as 70% is almost always sufficient. Once there is a developed step-by-step understanding of the intercompany product flow, and an estimate of the cost of each step, opportunities for improvement will literally jump off the page. Most companies are relatively efficient within their “four walls” internal operational processes, but they almost never see the true intercompany picture. This valuable new view almost always shows very easy, lucrative opportunities to quickly improve profitability for both companies.Channel mapping is not a one-time event. It should become a core component of profitability management process — especially for the key accounts.This is how to secure and grow profit; it is one of the most important arrows in your quiver.
Every element in the process is hugely beneficial. When working with key customers on the channel map, managers will develop close, trusting relationships with their customer counterpart managers. This trust is immensely important: it is the precondition to later change management and a huge barrier to entry.
As your managers and their counterparts use the channel map to discover opportunities for profit improvement, a broader set of managers in both companies will develop comfortable patterns for working together. They will have many opportunities for informal talks in which they will get to know each other’s deeper hopes and concerns. This will naturally lead both to work together to develop new ways to create mutual value.
In this way, channel mapping, which starts as a way to develop operating efficiencies, transforms naturally into a core element of an extremely productive strategic partnership. When this is achieved, both the company and its customers will strongly and steadily grow the company’s market share and profitability for years to come.
Besides channel mapping, matrix approach can be used to assess company’s data which represents the company’s experience with its customers and explore current and future developments. Representing the data in matrix form proves practical and useful way of looking the past which is a basis for taking strategic decisions. This analysis drives profitability with key products and grows the channels in which the products are sold gaining market share for the company.
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