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Unit 7 – Market distribution in supply chain
Ashlie Green 170517

1. Give short answers for the following questions: (15)

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

Distribution in supply chain is surrounded with making the following decisions:
· Whether to sell the finished goods directly or through a retailer
· Whether the product should be distributed through wholesalers
· Whether multi level marketing modes would be used
· Whether channel members should share advertising costs

The channels of distribution would be either manufacturer (producer), directly to consumer.  Manufacturer (producer), to retailer and then to consumer or Manufacturer (producer)to wholesaler to retailer to consumer. Depending on the size of the organisation would be dependent on which level of distribution is used. There are different levels to distribution, there can be zero level which entails distribution without any intermediary’s in the middle. One level distribution would refer to one intermediary, such as a retailer or distributor in the case of manufacturing. Larger markets would have a two level distribution which would involve a wholesaler.

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

Primary channel participants are those which presume risk during the value added distribution development. Participants in the distribution process would be manufacturers, wholesalers, retailers, agents and brokers (in certain industries), distribution centres, consumers, purchasing departments. 

Manufacturers – combine materials and components to make finished products
Wholesalers – Are largely engaged with the manufacturers and sell on to retailers
Retailers – Are engaged with selling to consumer for their own utilisation and benefit

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

Market coverage is important in the distribution process as this refers to accommodating existing and possible customers. Market coverage and exposure is related to ease of location for consumers. Market coverage is important for the type of product being made, intensive distribution refers to products which are purchased regularly without much shopping effort e.g. fuel for a car, therefore the product would need to accessible in lots of location and this would increase consumer usage and profits. Exclusive distribution would refer to the distribution of a product in just one outlet in every geographical location, this is suitable when shoppers are prepared to put in more shopping effort and for higher quality products e.g. rolex watches.

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

Conventional channels are best described as moveable arrangements and a business that buys and sells products without any worry of having to repeat the order. Firms that operate in this manner have no interest of developing a good working relationship within the supply chain and they have very little faithfulness to each other. Involvement happens until a better deal comes along and then either party may switch and order their requirements elsewhere.

Single transaction channels are single one time transactions e.g. such as real estate purchase.

Differentiating them – single transaction is based on sole transaction of a bigger purchase which does not happen often. Conventional channelling is business to business out to buy and sell products to and from each other for their own mission.  

v. How can logistics operations affect the pricing?

Pricing is a part of operations which directly interacts with logistics. The terms and conditions of pricing would determine which party in the supply chain has accountability for the logistics operations, this means that logistics operations . A development within pricing and terms and conditions has been to view transportation as a separate entity which means this can become quite costly. Pricing also effects logistics 

2. Discuss the fundamentals of pricing strategy in supply chain management. (7)

Pricing decisions directly decides who has responsibility for logistics decisions. The fundamentals of pricing strategy in supply chain management are:

· F.O.B pricing – ‘free on board’ or freight on board’ pricing refers to FOB origin or FOB destinations. FOB origin is the seller shows the price of a product at the point of the source and agrees a price for the transportation loading, but agrees to no extra responsibility. The buyer would need to select a carrier and takes danger in loss in transit or spoilage costs. FOB destination refers to pricing does not pass to the purchaser until the delivery in completed. The seller would arrange for transportation and the extras would be added to the bill
· Delivered pricing – Delivered pricing is similar to that of FOB pricing, however it includes the  transportation cost of the product to the buyer, therefore transportation costs are not detached from the costs of the item
· Single Zone pricing – purchasers will pay a single price regardless of where they are situated e.g. costs of a stamp with royal mail for first class despite where it is going within the UK. For a buyer, such pricing as the benefit of simplicity
· Multi zone pricing – This refers to having diverse pricing based on geographical area. The idea is that that this can be based on distance.
· Base point pricing – This is the most complicated type of pricing, the delivered price is decided by the product list price plus transport costs from a base point.

However, there are a few issues with pricing:

· Potential discrimination – zone pricing has be treated with due caution as some buyers will pay more and others will pay less. This is against the law when it is the same product to direct competitors.
· Quantity discounts – this is usually offered as an incentive in order to gets businesses to order again or order in bigger batch sizes. This needs to justified on the basis of a direct cost saving.
· [bookmark: _GoBack]Promotional pricing – a feature of pricing which pressurises the logistics operations is promotional pricing. The idea is to provide an incentive for purchases. This must of carefully chosen and budgeted for in order to not reduce profits.


3. “Channel mapping and matrix approach are of significant importance for a channel design process.” Discuss. (8)

As a strategy is formulated for market coverage, a channel design process must be created. This can be done using two techniques, channel mapping and matrix approach. Channel mapping is a flow illustration of channels employer by a particular firm. E.g. does the company include a wholesaler or retailer or does the company go straight to consumer and miss out the channels all together. The illustration is developed through research and through meeting of company executives to decide how they are going to approach the market place. The reasons for mapping are to set out the existing channels and create a blueprint for change. This is important for channel design as this enables the business to decide on suitable changes and have a complete understanding of present process. Even when there are no current processes in place, mapping the business and its channels is helpful to establish the design of the processes, especially when the business needs to go up against competitors within the market place. Development of a channel map must have detailed descriptions of each section and therefore each market sector which is to be served. Channel mapping does not end when the illustration has been created, each link and segment should be inspected to see which activities are carried out by which channel participants. Every activity should be linked with volume activity on the illustration. Monetary implications need to also be considered to what the expenses, pricing and margins are at each process. 

The second tool which is important for channel design process is the matrix approach. The matrix approach is the most simple method to use as many companies serve multiple customers and end users. Diverse structures and blends of different channels may be required to serve every segment of the market coverage to ensure that the work is completed in the most economical and success way possible. This provides insight into the most appropriate channel participants in order the achieve the companies goals and objectives.
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