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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. 
	1.  What is distribution in a supply chain? What are the channels of distribution? And how do they work?

Distribution is the way in which product/service is shared out among a group or spread over an area.

Distribution in Supply Chain Management must consider following decisions:

· Whether to sell the manufactured goods directly or through a retailer
· Whether the product should be distributed through a wholesalers
· Whether the Multi Level Marketing Models should be used for selling products
· Whether channel members should be sharing advertising costs

There are numerous ways to distribute goods/services:

· sell straight via the Internet, mail order, or the telephone
· hire an agent, who will sell product straight on behalf of manufacturer
· employ a distributor, who will sell product to retailers
· rental services and franchising

There can be many different levels to every distribution channel: 

· There are zero level channels, which entails distribution, without any intermediary whatsoever. 
· One level channel contains one intermediary – in the case of buyer goods, this generally refers to the retailer. If it is manufacturing goods we are talking about, then that one mediator will usually be a distributor. For smaller markets, using a zero or one level plan can be quite sensible and effective.
· For larger markets, though, it is usually better to make use of a two level system, which contains a wholesaler. This allows a ton of smaller retailers to get and sell the product.

2. Who are the channel participants in a distribution process?

· Manufacturers - Manufacturing businesses are highly evident channel participants since they create the goods that turn out to be the primary concern of the entire distribution process. Manufacturers take on a risk with the formation of products.  The most noticeable manufacturers are those that produce customer products such as automobiles, food, appliances, pharmaceuticals, and clothing, etc. These commodities, produced for mass utilization, often have extremely advertised and exposed brands with high levels of customer identification.

· Wholesalers – Wholesalers are companies that are mainly engaged in buying goods from manufacturers and reselling to industrial users, retailers, or business users. They might also act as agents in trading goods for or selling goods to companies. The main business of wholesalers is their specialty in performing collection of products in a way that reduces costs and danger for other channel members.
	
· Retailers - Retail is the business of selling products and services to customers who buy for their own utilization and benefit. They carry out functions that unite 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. It’s the most visible channel member for consumers. Additionally, retailers take merchandise decisions concerning the depth of assortment relating to different brands, sizes, colors, and styles, etc., to be delivered to consumers.
	
3.  What is the importance of market coverage decisions in a distribution process? 

Market exposure decisions involve options concerning the comparative intensity of outlets in any given area so that the requirements of existing and possible customers are sufficiently accommodated. Specifically, market exposure is most openly related to location ease for customers. Three essential market coverage options are:

· Intensive distribution – It’s the assignment of a product in as many outlets or regions as possible. It is normally a logical option for products that customers purchase regularly and with least shopping effort, making position ease a key buying for requirement. 

· Selective distribution – It’s the positioning of a brand or product in a more restricted number of outlets within a particular geographic region. The major factor driving the option is customer requirements for site convenience and customers' willingness to spend time and attempt to get the product.

· Exclusive distribution - is the reverse of Intensive distribution and it is the placement of a brand in just one outlet in every geographic region. It is employed when customers or end users are ready to apply considerable shopping effort and location ease is of little worry to them. It is also used when a business wants to establish an image of high quality, like Rolex watches, or when extremely high levels of reseller hold up are required

4. How would you differentiate between conventional channels and single transaction channels?

· Single transaction - are considered as one-time trade occurrence. Examples of single-transaction channels include, stock ownership, real estate sales and bond ownership transfer, and the acquisition of durable equipment like and heavy machinery and processing plants.

· Conventional channels - refers to purchase and sale of products on the basis of need, with no concern for future or repeat business. The major determinant of the time and degree of transactions is selling price. Firms concerned with a conservative channel develop working capabilities to offer services essential to complete their own fundamental business missions. They have small or no faithfulness to each other and little enthusiasm to jointly develop the competence of the supply chain. Activity in a conventional channel is carried out on a transaction-to-transaction basis. The typical deal is adversarial in that the intervention is price-dominated, creating an us –against - them posture. In other words, the concerned firms do not succeed to work out a formal long-term relationship; every party is free to walk out the relationship whenever it needs. Involvement happens until an improved deal comes along. In fact, it is not rare for firms to begin and end doing business with each other a number of times within a single year.

5. How can logistics operations affect the pricing?

Price of products depends on both internal and external factors. Internal factors include marketing objectives, marketing strategy, costs whereas external factors include elasticity of demand, customer expectations, competitiveness and other products and government regulations. In case of international trade the cost of logistics plays an important role in pricing of goods. The extent of impact is likely to vary from goods to goods.

Pricing is another factor of marketing plan that directly interacts with logistical operations. A main development in price strategy has been to split the price of products and materials so that services like transportation, which were usually included in price, are now recognized as separate items. Pricing practices have a straight impact on the timing and steadiness of logistical operations.

 Quantity discounts are usually offered by a firm as an incentive to boost order size or overall size of business. To be non discriminatory, the same discount arrangement must be obtainable to all buyers. Under the Robinson-Patman Act, it is the accountability of the seller to show that the alike, noncumulative discounts are accessible to all capable buyers. The capacity discount offered must be justified on the basis of direct cost saving. Transportation and handling savings are frequently used to rationalize quantity discounts; thus, lower transport rates for volume shipments are widespread.

Promotional Pricing is the employment of short-term promotions to give incentives for purchases. Firms that follow forceful promotional strategies have an option of scheming their budgets to support consumers (via coupons) or wholesalers and retailers (via trade allowances) to buy their products.



6. Discuss the fundamentals of pricing strategy in supply chain management.

· F.O.B pricing - officially means Free on Board or Freight on Board. It is the simplest means to quote price. Here the seller shows the price at point of source and agrees to tender a consignment for transportation loading, but supposes no additional responsibility. The buyer selects the means of transportation, decides a carrier, pays transportation charges, and takes danger of in-transit loss and/or spoilage. In F.O.B. destination pricing, the title does not pass to the purchaser until the delivery is completed. Under such situations, the seller arranges for transport and the charges are added to the sales bill.

· Delivered Pricing - The main difference between F.O.B. and Delivered Pricing is that in delivered pricing the seller provides a price that includes transportation cost of the product to the buyer. In other words, the transport cost is not specified as a detached item. There are quite a lot of variations of delivered pricing.

· Single-Zone Pricing - buyers pay a single price in spite of where they are situated. Delivered prices classically reflect the seller's standard transportation cost. In real practice, a number of customers pay more than their reasonable share for transportation while others are sponsored. Single-zone delivered pricing 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. For the buyer, in spite of being based on averages, such pricing systems have the benefit of simplicity.

· Multiple-Zone Pricing - The custom of multiple-zone pricing establishes diverse prices for particular geographic areas. The fundamental idea is that logistics charge differentials can be more moderately allocated when two or more zones-typically based on distance- are used to quote delivered pricing. 

· Base-Point Pricing - The most complex and controversial type of delivered pricing is the employment of a base-point system in which the concluding delivered price is decided by the product's list price plus transport cost from a chosen base point generally the manufacturing location. This designated point is utilized for calculating the delivered price whether or not the consignment in fact originates from the base location.
	
7. “Channel mapping and matrix approach are of significant importance for a channel design process.” Discuss this here.

Channel mapping and a matrix approach are two tools of important help to the design development.

Channel mapping - is a flow illustration of the channels employed by a particular firm. It is developed through research within a business and discussions with many executives regarding how to go to marketplace. It is to give insight into existing processes and 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 or a new product, mapping the business and major competitors is helpful.
Developing a channel map must begin with clear depiction of the market segments to be served. It should also comprise of requirement of the volume of activity linked to every link in the map. Every link should also be inspected to see what are the particular functions and activities carried out by the channel participants and what the monetary characteristics of the transactions are. For instance, what are expenses, prices, and margins related to every link in the map?
.
Matrix approach - Because the majority companies serve quite a few segments of customers and end users, diverse structures and blends of channel participants might be essential to serve every of those segments as economically and successfully as possible. The
matrix approach require extending the concept of separation and provides insight into the most appropriate participants and structures to accomplish objectives.
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