[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	Sameer Shajahan

	Student Number:
	6099

	Course:
	Diploma in Logistics and Supply chain management

	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, Give short answers for the followings questions:

     i, What is distribution in a supply chain? What are the channels of distribution?    and how do they work?    

                  Distribution involves the flow of goods and services from the producers to the consumers. Distribution system supports the manufacturing operation in reducing their costs with the help of long production runs. Distribution management refers to overseeing the movement of goods from supplier or manufacturer to point of sale. Distribution management is an overarching term that refers to numerous activities and processes such as packaging, inventory, warehousing, supply chain and logistics.
    A distribution channel is a chain of businesses or intermediaries through which a good or service passes until it reaches the end consumer. It can include wholesalers, retailers, distributors and even the internet. 
             There are three main types of channels, all of which include a combination of a producer,           wholesaler, retailer and end consumer.
The first channel is the longest because it includes all four: producer, wholesaler, retailer and consumer. The wine and adult beverage industry is a perfect example of this long distribution channel. In this industry, thanks to laws born out of prohibition, a winery cannot sell directly to a retailer. It operates in the three-tier system, meaning law requires the winery to first sell its product to a wholesaler who then sells to a retailer. The retailer the sells the product to the end consumer.
The second channel is one where the producer sells directly to a retailer who sells the producer's product to the end consumer. This means the second channel contains only one intermediary. Dell, for example, is large to sell its products directly to reputable retailers such as Best Buy.
The third and final channel is a direct-to-consumer model where the producer sells its product directly to the end consumer. Amazon using its own platform to sell Kindles to its customers is an example of a direct model. This is the shortest distribution channel possible.
      ii,     Who are the channel participants in a distribution process?
Manufacturers can only produce the goods, but it is the intermediary who supplies these goods to the people who are in need of it. To reach end consumers effectively, businesses need a well-knitted network. The network includes manufacturers, retailers, wholesalers, agents and brokers commonly known as channel participants.

Retailers: The distinguishing feature that sets a retailer apart from other members of its distribution channel is that the retailer is the person who ultimately sells the goods to its end consumers. 
Wholesalers: Wholesalers are intermediaries who buy products from manufacturers and resell them to the retailers. They take the same types of financial risks as retailers, since they purchase the products, keep them in inventory until they are resold to retailers, and may arrange for shipment to those retailers.
Agents and Brokers: Agents (occasionally called brokers) are also intermediaries who work between suppliers and retailers, but their agreements are different, in that they do not take ownership of the products they sell.
Resident Sales Agents: Resident sales agents are good examples in retail. They reside in the country to which they sell products, but the products come from a variety of foreign manufacturers. The resident sales agents represent those manufacturers, who pay the agent on commission. 
Buying Officers: Buying officers are also considered a type of commission agent or broker, since they make their money pairing up retailers with product lines from various manufacturers.

       iii,    What is the importance of market coverage decisions in a distribution process?

Market coverage is the evaluation of the marketplace and determination of how much of it you should cover with your promotional strategy of a product or business. Companies have to take into account factors like the economy, culture, buyer behavior, etc. Once you understand your product's relationship to each market, you will be able to make the right decision about your market coverage. 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.

Having a product accessible in many locations increases end-user ease and, therefore, possible sales. The assignment of a product in as many outlets or regions as possible is named intensive distribution. 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. 
The positioning of a brand or product in a more restricted number of outlets within a particular geographic region is called Selective Distribution. 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.

        iv,    How would you differentiate between conventional channels and single       transaction channels?

Conventional Channels consists of one or more manufacturers, wholesalers/distributors and retailers that operate under independent ownership. Each business answers to its own owner, shareholders or board of directors. 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. 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. One major advantage of conventional channels is that the members are not necessarily bound to remain in the channel.
In a Single transaction channel lot of business, transactions are discussed with the belief that the trade will be a one-time occurrence. Here all levels of the channel are controlled by one entity. This happens when a corporation acquires or holds the key assets at all levels of the channel. It may also be done through contractual agreement or cooperative structure. The prevailing wisdom accords nearly all of the advantages to the vertical marketing channel, which is said to increase efficiency, reduce conflict and allow for unified planning so all members benefit.

       v,     How can logistics operations affect the pricing?

In supply chain management, most of the manufacturing organizations outsource materials from the overseas and proper control of cost is a crucial factor. Logistics Management, which usually covers procuring transporting and storing of goods, is affected by variation in cost.  For example, variation in fuel price affects transportation and international trading laws affect the delay in getting materials. 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. The theories of trade suggests that trade is based on principles of comparative advantage, demand & supply, factors of endowment, distance between seller and buyer and consumer preference. Pricing practices have a straight impact on the timing and steadiness of logistical operations. Poor logistics planning and decision making can result in excessive expenditures, missed delivery deadlines and damaged goods. This is why optimizing operational efficiency and reducing logistics costs are so important. In fact, they should be among the top priorities for any business that does a lot of shipping and hopes to remain financially viable. It is important to understand what good practices are, even if you do completely outsource logistics. You want to understand if you are dealing with a quality logistics provider.  Implementing these practices, will help keep services at the desired level, regardless of circumstances.
Here’s a list of the things that largely affect logistics costs:
· Fuel costs;
· Delayed arrivals at ports, leading to higher transportation fees;
· Complex regulations governing international trade (document processing, compliance checks);
· Subsequent delivery delays and increased warehousing expenses. 
2,    Discuss the fundamentals of pricing strategy in supply chain management.
Every business can benefit from applying an effective pricing formula to their purchasing process. Yet in order to identify which strategy is right for a specific industry, several key factors must be considered. Pricing decisions 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.
F.O.B. Pricing: The term F.O.B. officially means Free on Board or Freight on Board. A number of variations of F.O.B. pricing are employed in practice. F.O.B. origin 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. 
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: Under a single-zone delivered pricing scheme, 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 cite 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.


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

A Channel Map fundamentally is a flow illustration of the channels employed by a particular firm. It is developed through suspicious research within a business and discussions with many executives regarding how to go to marketplace. The reason of mapping 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. Channel mapping does not end with building of a diagram. It should also comprise of requirement of the volume of activity linked to every link in the map. Every link should also be inspected strictly to see what are the particular functions and activities carried out by the channel participants and what the monetary characteristics of the transactions are. If there are product differences, however the relative deviations from the customer channel function requirements will not neatly map onto projected sales/market share. A channel map is one of the most important, but least used, elements of an effective profit improvement program. It is the key to big, sustainable increases in profits and growth, especially in your most important accounts. It also provides decisive competitive differentiation — building big barriers to entry based on customer knowledge, relationships, and trust. This enables you to secure and grow your most important customer relationships, and to penetrate and grow critical potential accounts. The power of a channel map is that it gives you a detailed overview of the cost buildup as your products flow through your company, and into and through your customer’s company. The objective is to identify ways to increase efficiency and reduce cost. You also can use the same technique for coordinating with your suppliers to lower your own input costs.

[bookmark: _GoBack]Matrix Approach is the second approach to be used in channel design is an easy, yet successful, 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 entails extending the concept of separation and provides insight into the most appropriate participants and structures to accomplish objectives. It provides linkages between divisions and overall corporate organization. It is developed from combinations of horizontal and vertical interactions and structured around cross-functional projects.
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