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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.i. Distribution in a supply chain and channels of distribution 
Distribution in a supply chain coins to how the product reaches the customer from the manufacture. The channel through which distribution happens directly influence the performance of the product in the market as its linked with the reach of the product and pricing strategy.
Distribution channel is the series of hands through which a product goes thought before reaching the end customer. The channel of distribution various according to products. And we have to choose the most appropriate way suits our business strategy.
Some of the channels of distribution are selling through retailers, selling via whole sellers, direct sale, selling though franchises. These days selling direct via internet has gain popularity. The advantage of selling over internet is, you are reaching your customer directly, no need of physical sale point and the lowest price can be offered, as there are no intermediates. 

· 1.ii. Channel Participants in a Distribution Process 
Channel Participants in a Distribution Process are the people who shares the risk in the marketing and distribution of a product. They help in the smooth movement of the supply chain. The three major parties get involve in the distribution process are 
1. Manufacturers: They are the people who conceptualize and materialize a product. They does every thing from designing, organizing the raw materials and production of the item.    
2. Wholesalers : If the manufacturer it self tries to sell the product directly to the customer the reach of the product will be limited. Hence the finished product will be handed over to wholesalers for further distribution. The Wholesalers could handle single product or many products. The wholesaler who has multiproduct range can reach the products to many retailers at a minimal cost for reselling to the end customer.   
3. Retailers: Retailers are the people who directly come in contact with the end customer. The strategy at the retailer level determines the success of a product. The factors considered while preparing strategy are advertisements, pricing, offers, additional services and after sale services. 

· 1.iii. 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 requirement of existing and possible customers are sufficiently accommodated. It is basically related to the ease for customer to purchase our item. Which is an important factor in increasing the market share. It the decision made by the organization, how to market their product in the market. The three market coverage options are

1. Intensive distribution
2. Selective distribution
3. Exclusive distribution

· 1.iv. Difference between conventional channels and single transaction channels 
	· 
	· Single Transaction Channel
	· Conventional Channel

	· 1.
	· Transaction done with the belief that the trade will be a one-time occurrence.
	· Conventional Channels are best described as movable arrangements or associations of firms that purchase and sell
· products on the basis of need, with no concern for future or repeat business.

	· 2.
	· One time transaction at the time of activity or prior to the activity
	· Activity in a conventional channel is carried out on a transaction-to-transaction basis.

	· 3.
	· The major determinant of the transaction is the need of the user and availability of the product with the vendor. 
	· The major determinant of the time and degree of transactions is selling price.


· 
· 1.v. Logistics Operations Effect on Pricing 
Logistics covers 20-30% of the total cost of the product hence it plays and important part in the pricing of a commodity.  These days’ logistics cost is considered as a separate item to get a clear view of the cost involved. For example, the price of a product shipping via sea freight will arrive at the location of much later only compared to the same material sent via air freight. But in pricing this change of mode shipment will make a huge difference. The material delivered via sea freight can be given at a lower price. 

2. Fundamentals of Pricing Strategy in Supply Chain Management. 
Price of product is the most important factor which drive the customer to the product. The price should be exact to drive more customers. Good pricing strategy helps you determine the price point at which you can maximize profits on sales of your products or services. When setting prices, organization needs to consider a wide range of factors including production and distribution costs, competitor offerings and the business’ target customer base.  
While customers won’t purchase goods that are priced too high, your company won’t succeed if it prices goods too low to cover all of the business’ costs. Along with product, place and promotion, price can have a profound effect on the success of a business.

Pricing Fundamentals:
Pricing decisions / terms directly decide which party in the business is accountable for performance of logistics activities, way of title, and liability. F.O.B. source and delivered pricing are the two most widespread methods.

FOB (Free on Board):
FOB is the basic way of pricing were the offered price is the price of product only. Here the buyer bares the cost of transport and insurance.
 
Delivered Pricing:
Delivered pricing includes whole cost of product delivered to the location of the buyer. The cost of transportation is not shown as a different factor. Its included in the unit price / total price of the item. 

The different pricing strategies in supply chain are 
1. Pricing at a Premium:
Premium pricing is often most effective in the early days of a product’s life cycle, and ideal for small businesses that sell unique goods.

2. Pricing for Market Penetration:
Penetration strategies aim to attract buyers by offering lower prices on goods and services. While many new companies use this technique to draw attention away from their competition, penetration pricing does tend to result in an initial loss of income for the business.
3. Economy Pricing:
Used by a wide range of businesses including generic food suppliers and discount retailers, economy pricing aims to attract the most price-conscious of consumers. With this strategy, businesses minimize the costs associated with marketing and production in order to keep product prices down. 
4. Psychology Pricing
Psychology pricing refers to techniques that marketers use to encourage customers to respond on emotional levels rather than logical ones.
For example, setting the price of a watch at $199 is proven to attract more consumers than setting it at $200, even though the true difference here is quite small. 
5. Bundle Pricing
With bundle pricing, businesses sell multiple products for a lower rate than consumers would face if they purchased each item individually. Not only is bundling goods an effective way of moving unsold items that are taking up space in your facility, but it can also increase the value perception in the eyes of your customers, since you’re essentially giving them something for free.

3. Channel Mapping and Matrix Approach are of Significant Importance for a Channel Design Process
For the maximum profit generation, an appropriate marketing distribution channel to be designed after closely studying the requirements of the user across the market.
Channel Mapping and matrix approach are two important tools of the channel design development. 
 
Channel Mapping
A channel map fundamentally is a flow illustration of the channels employed by an organization. Channel mapping should be done considering all the factors effecting and covering all the points that effect the new scenario. It should comprise of requirement of the volume of activity linked to every link in the map. 
Channel mapping is done to get a complete idea of the scenario of the existing process and the changes after changing the existing process. This helps the organization to know the pros and cons of the new process and decide whether to go ahead with the proposed change. Channel mapping should cover commercial points like the cost, pricing, profitability, etc, customer points like how the customer will consider the new change, wow easy will be the new method for the customer, how satisfied will be customer in the new change, etc and Logistics points like Raw material availability, processing time and delivery time and distance to cover. 
Although the Channel mapping process is most accurate and gives us the complete detail of the scenario it’s a lengthy process and involves a higher cost.

Matrix Approach
Second method used in channel design is the Matrix approach. Compared to channel mapping this is less complicated and an easy method. Its not going to depth as the channel mapping, yet this proved as a successful approach for most of the companies. 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 entails extending the concept of separation discussed and provides insight into the most appropriate participants and structures to accomplish objectives.
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