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1.i. Distribution within supply chain management is the process of a customer taking delivery of a product. A business will be required to make a decision on the best route for the product to arrive with the end user and this usually involves consideration of several factors. Those factors are for example, should sales be direct to consumer or through a retail outlet, should a wholesaler be involved in the process and how many levels of marketing should be involved in the overall distribution process. There are several different types of distribution channel that can be utilised to move the product the simplest is where a manufacturer sells direct to the customer using methods such as internet, telephone or mail to receive the order. When a distribution channel is “direct,” the manufacturer does not involve any intermediate support to gain access to the consumer market. An indirect channel of distribution is when the product changes hands several times before reaching the ultimate consumer. The intermediaries along this indirect distribution channel could include one or multiple links such as Wholesaler/distributor, Dealer, Retailer, Manufacturer’s representative. The flow diagrams below show examples of direct and indirect distribution channels.



1.ii. The participants in the distribution process are those participants that take risk while being involved in adding value to the distribution network. These major participants are Manufacturers, Wholesalers and Retailers. Manufacturers take raw materials or components and combine them into an end product. This process is called manufacturing or production. Examples of manufacturers would be car companies or electrical goods companies such as Ford or Samsung. From the manufacturing stage product will move to a wholesaler. The wholesaler will purchase completed product from the manufacturer and distribute it to other large scale users such as businesses or retailers. A wholesaler will take delivery from numerous 
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producers and offer on to their customers. The other main player in the distribution process is the retailer who is responsible for selling the finished product or services to the end user. The retailer buys goods to sell to customers with the aim of improving their own market position and profitability. There are other participants who could be included within the supply chain as channel participants such as agents who broker deals between manufacturers and wholesalers to gain the best advantage for either party.

1.iii. Before establishing a plan for the overall distribution system of a business it is essential to decide the ultimate aim of distribution channel. This should consist of the companies’ strategic approach to their required approach to distributing products or services. Factors that will influence this decision will include product type and shelf life, the profile of consumers to be served and the overall vision for the business. The businesses broad aims and objectives is a strategic level decision taken by executives. The decisions also involve the number of outlets available to customers both existing and potential new ones.  There are three main approaches to market coverage Intensive distribution, selective distribution and exclusive distribution. Intensive distribution is utilised when products are to be channelled to a mass market and requires a broad spectrum of market base. An example of this would be snacks where the maximum availability would be sought to promote widespread sales to the maximum number of consumers possible in the most financially effective manner possible. Selective distribution engages the approach that a producer may choose to offer restricted outlets for its products. This will take into account the amount of time and effort a consumer is prepared to spend acquiring a product. Producers may utilise this approach if they are concerned about brand image and require outlet staff to be specifically trained in their product detail. Many fragrance producers employ this approach. Exclusive distribution is where a producer will choose to deal with one outlet in a given location. By using this approach the manufacturer retains greater control over its products. There is an expectation with this type of agreement that a distributor will make every effort to add value to the product in terms of service level, customer service and aftersales. The most common type of selective distribution arrangement will offer a retailer exclusive rights within a geographic area.
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1.iv. Conventional channels main characteristic is that there is no formal supply chain agreement in place and members of the supply chain maintain a high level of independence from each other. The motivation to participate in this type of channel for a business is opportunistic and wishes to take advantage of the channels efficient processes without actually joining a supply chain formally. Conventional channels can prove to be volatile as members operate in numerous supply channels looking to take advantage of short term efficiencies for their business. Conventional channels can terminate abruptly as companies do not need to enter into formal long term relationships and parties can leave and join as they feel to maximise their own benefits. Single transaction channels are normally considered to be one off single transactions with little or no prospect of any repeat business. An example of a single transaction would be the purchase of a house where once all requirements have been completed the channel ceases to exist. The supply channel in this type of transaction is therefore formed solely to facilitate a single unique transaction.

1.v. Pricing has a direct interaction with an  operations logistics through its role within the marketing strategy. Pricing is now a stand alone cost having been removed from the overall price of product and is seen as a stand alone element. Pricing has developed so that some elements like transport have been taken out of the cost calculation and are recognised as a separate entity. The effective timing and stabilisation of logistics operations are directly impacted by a businesses pricing strategy. Decisions relating to pricing decide which part of a business is responsible for logistics activities and liability.

2.  The two most common methods of pricing are F.O.B source and Delivered Pricing. With delivered pricing transportation is not shown as a stand alone cost to the purchaser and is included within the purchase price. F.O.B pricing defines as Free on Board or Freight on Board has variable methods utilised in practice. F.O.B origin is the simplest approach and the vendor places the consignment to be shipped out for quotations for transport.  F.O.B destination pricing utilises a method where the vendor arranges the delivery method and adds the cost onto the final invoice to the purchaser. Final ownership does not pass to the purchaser until payment is received in full. The major difference between these two methods of pricing is that delivered pricing offers a price inclusive of delivery whereas a F.O.B pricing approach gives the purchaser 
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the option to choose their preferred method of delivery. The purchaser on making their choice of delivery mode then pays for that option in addition to their product cost. There are multiple variations of delivered pricing:
· Single Zone Pricing is where all customers pay a standard delivery cost regardless of where they are geographically situated in relation to the supplier. Under this approach there is a bias towards consumers who are a further distance from the supplier as they will in effect be subsidised by customers who are closer to the distribution facility. A business will usually choose to use this pricing method when transportation cost to be charged forms a relatively small proportion of overall unit cost. This approach offers a high level of control over logistics costs to the vendor whilst giving an uncomplicated pricing system to the purchaser.
· Multi Zone Pricing is predominantly based on geographical location of customers. The geographic area is divided into areas or zones differentiated by distance from the sellers distribution facility. The price changes from zone to zone but remains the same within a zone. This type of pricing strategy is utilised by many parcel and pallet delivery companies and the main method in my experience to distinguish the delivery zone is the customer postcode.
· Base point pricing is the practice of a company setting prices to all locations as if their transportation costs were the same. This does not take into account any geographical location of the end customer regardless of if there would be hugely variable transport costs due to location. The pricing of a product is the products price plus transport cost from a base point which is usually the suppliers’ production or warehousing facility. The point used to calculate base point pricing is used to calculate the delivered price and does not necessarily mean that a product originates from the suppliers facilities. This method is complicated and controversial and is sometimes seen as suppliers entering into monitored collusion regarding the pricing strategy.
The main aim of any pricing strategy should be for a supplier to ensure that their products and services are delivered to consumers in a timely manner at the most cost efficient pricing method for their business.
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3. The first step in the channel design process is to establish the objectives of marketing distribution channel. Within the objective setting there may be additional specific requirements that need to be ascertained dependant on the product or product mix being worked with. The most common objectives a business sets out to establish during the channel design process are the most efficient cost effective distribution methods, good distribution coverage of the target audience and ensuring the end consumer can acquire the product with minimum effort. To assist a business with establishing the correct distribution channel design there are two methods to utilise channel mapping and the matrix approach. Channel mapping gives an overview of channels used by a company in the form of a flow diagram. The flow diagram is developed by identifying the function to be performed by the channel in relation to specific business requirements. It is important to ensure that any channel design is created to encompass the different characteristics of products to be carried. Other factors to take into account are the distribution environment such as any legal implications of carriage of goods and benchmarking against a competitors distribution channel. If the channel map process is a redesign of an existing distribution channel then a complete understanding of existing and future requirements should be taken into account. The development of the channel map must have an overall view of market sectors to be delivered to and should take into account volume of product to be moved into that market place. To develop the ideal channel map every participant must be examined to ascertain the activities they undertake. This part of the process should take into account their financial expectations of the end result. The alternative to the channel map process is to use a matrix approach. This is a simple method of channel design but normally produces successful results. A business might be required to interact with several consumer market places and end users with multiple structures and need to serve them in a way which is as financially beneficial as possible. The matrix approach extends on the view that there is separation within the distribution function and demonstrates which of those partners will provide the most beneficial attributes to successfully resolve a company’s objective. Within the matrix approach analyses the individual participants within the marketing and logistics channels and suggests further sub division of certain activities. From this point of view every activity within this process could be undertaken by multiple channel participants. 
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