
Student Name: Steven D. Tulleth
Student Number: 27654
Assignment Number: 7
Course Title: Diploma in Logistics and Supply Chain Management (Level 4)

Page 2 of 2

[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	Steven D Tulleth

	Student Number:
	27654

	Course:
	Diploma in Logistics and Supply Chain Management (Level 4)

	Assignment NO:
	7



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) 
The distribution within a supply chain covers the movement of goods between manufacturer and/or supplier to the end customer. To achieve this, goods may need to change hands through intermediaries to reach their end destination. The term for this is distribution channels. The distribution channel options are outlined below;
· Producer → Consumer
Zero level channels, has no intermediary and direct selling takes place between producer and consumer.
· Producer → Retailer → Consumer
One level channel, which contains one intermediary such as a retailer.
· Producer → Wholesaler → Retailer → Consumer
Two level channels, which contains two intermediaries such as a wholesaler and a retailer.

 Within the distribution process there are channel participants. Each of these participants are exposed to levels of risk that they absorb during value-added distribution development. The channel participants and their roles are explained as follows;
· Manufacturers
· Responsible for the creation of the products that are the main flow within the distribution process.
· Wholesalers
· Collect various products to reduce costs and risk to other channel participants.
· Retailers
· Offer products at the right time, cost and price. This is achieved by having stocks of various product sizes, sizes etc. as well as mass merchandising and sales and discounts.

Market coverage decisions offer the types of exposure a product and/or brand may have. This commonly refers to the location where a product is available for the consumer. Usually a manufacturer will want to control levels of the brand image, aftercare service and to ensure the product reaches high consumer satisfaction results. Keeping controls on the market coverage selection can go a long way to achieving this. Three key types of Market Coverage have been identified and described below;
· Intensive distribution refers to a product being available in as many outlets and areas as possible. Typically, products that are required daily follow this method.  
· Selective distribution refers to a product that is made available in a reduced number of outlets and areas. This option may be selected to ensure a brand has tighter controls over their image, controls over their retailers and aftercare service. 
· Exclusive distribution refers to a product that is available in only one outlet or area. Typically, this option is favored by high end brans that keep a niche requirement for their product and tight controls over resellers.

Single and conventional channels are two examples of behavioral relationships within a distribution. A single channel is typically selected for one time needs. Examples of this may be for stocks and bonds or the purchase of heavy equipment. Conventional channels are for arrangements based on price and are selected on a transaction by transaction basis. This offers no long-term relationship channel and is on the basis of need at a particular time. Usually this channel is in place only until better deals are available.

Logistics operations can have a big impact on product pricing. It can be quite difficult to determine if a quoted price is fair and accurate. The Robinson – Patman Act of 1936 is an act to mitigate potential pricing discrimination. Suppliers may offer quantity discounts as incentives to gain larger order sizes. This same offer must be made available to all buyers to prevent discrimination. Promotional pricing is a common approach to gain higher volume of orders. Again, this must be made available to all buyers to prevent discrimination. Logistics may be impacted by these methods due to higher demands than usual and it could have a negative impact on the logistics resources and plan.


2) The fundamentals of pricing strategy can be one of the areas that is challenged between buyer and seller prior to order acknowledgement. This is due to the varying levels of accountability for logistics costs and who has the liability of goods during the delivery stage. It is quite common for service costs such as transportation and packaging to be separated from the cost of goods to prevent varying product costs during analysis. If a shipment is ordered as road freight then in future ordered via air freight, it would give gross variances when analyzing the cost of a product. Separating service costs allows for more detailed analysis of the product and delivery service costs to be reviewed. There are varying strategies to handle this that can be agreed upon and some of the main strategies are outlined below;

FOB free on-board origin
· Seller provides price at point of source only
· Buyer arranges transportation and has liability
FOB free on-board destination
· Seller provides price and adds transportation costs to sales bill. Retains liability until product delivered to destination.
· Buyer assumes liability once product arrives on site
Delivered Pricing
· Seller provides a non-detached price incorporating product price including transportation costs and has liability.
· Buyer assumes liability once product arrives on site.

3) Channel mapping and matrix approach are of great importance within a channel design process. It is essential to be aware of consumers needs and requirements to be able to satisfy their long-term experience. Brand value is paramount so engaging the consumer through various methods will help with the design process.
Channel Mapping – This covers the flow of channels used to carry out research within a business. It will ensure any existing processes are reviewed and provide an essential fit gap analysis of new processes that are needed. This will involve discussions with subject matter experts to paint a true flow of existing ways of working. 
Matrix Approach – With this approach it can provide a broader analysis of the channel design to ensure the brand meets consumer expectations. This can ensure objectives and targets are achieved by providing the best insight into structures and participants.
It should be noted that there are some disadvantages with these approaches. Things such as stress of change, unclear communication and command paths can cause some challenges. Retailers will also be selling competitors products, so they may have less of a drive or passion to promote and sell the product.
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