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Market Distribution in Supply Chain

1. Give short answers for the following questions: 

i. What is distribution in a supply chain? What are the channels of distribution? And

how do they work?

Distribution in a supply chain is where the manufacturer has to decide how its best for its customer to obtain any particular product.

The Manufacturer has to look, at what is the best way to get that product to its customers and so has to ask itself 4 main questions to make that decision.

These are.

1- Whether to sell products direct to its customers or use a retailer.

2- Whether the products should be distributer through a wholesaler.

3- Whether multi -level marketing modes should be used for selling its products.

4- Whether channel members should share advertising costs.



The product may change hands on numerous occasions, before it finally reaches the customer. This is what we define as a distribution channel.

The manufacturer needs to take in to consideration the fact that every level of the

distribution channel may have special needs they are expected to have satisfied by the product – and that is prior to even reaching the end client.

There are numerous distribution channels.

1- Sell straight to the customer via the Internet, mail order, or the telephone. Direct sales may not be the best option for large organisations on a global scale, and it would involve a lot of resource managing the order process and deliveries.

2- Use an agent to sell the product on behalf of the manufacturer to the customer. This method works for businesses as the agent takes on the order management process and deliveries to the customers usually for a negotiated fee, which is usually cheaper than managing it themselves.

3- Use a Distributor who will sell your products, they, in return, will make sure that your customers get the end product. This method works as the manufacturer can have stock available anywhere in the world for immediate delivery, speeding up lead times and again for a negotiated fee for managing the product, the distributors operational costs for managing the orders and deliveries is usually a lot less than doing direct order management with the customers.





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

The Channel participants in the distribution process are

1- Manufacturers – These are the original equipment or services companies that manufacture the goods or services.

2- Wholesalers – Wholesalers are companies that are mainly engaged in buying goods from manufacturers and reselling to industrial users, retailers, or business users.

They might also act as agents in trading goods for or selling goods to companies. 

3- Retailers – Retailers are in the business to sell the products and services to customers for their own benefit. Retailers will sell many products and will utilise the market and sell products that they think will maximise their profits 



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

Market coverage plays a major part in any decision in relation to the distribution process. Manufacturers, Wholesalers and Retailers need to look at options concerning the comparative intensity of outlets in any given area so that the requirements of existing and possible customers are sufficiently accommodated. Market exposure is most openly related to location ease for customers. Three essential market coverage options are:

1- Intensive Distribution. This is the assignment of a product in as many outlets or regions as possible to maximise exposure of the product. Examples are drinks, fuel, newspapers.

2- Selective Distribution – This is the positioning of a brand or product in a more restricted number of outlets within a particular region. Branded Electronics are an example of this where Sony or LG will only sell their products through certain retailers.

3- Exclusive Distribution - is the opposite of Intensive distribution and it is the placement of a brand in just one outlet in every geographic region. It is employed when customers or end users are ready to apply considerable shopping effort and the location ease is of little worry to them. It is also used when a business wants to establish an image of high quality, or exclusivity like Aston Martin cars or Rolex watches.



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

channels?

Single transaction channels are used for one off sales like buying a house, buying stocks or buying capital equipment with a long- term life span. With very little expectation of repeat business



Conventional channels are best described as movable arrangements of firms that purchase and sell products on a basis of need, with no concern for future or repeat business.

Firms concerned with a conservative channel develop working capabilities to offer services essential to complete their own fundamental business missions. They have little or no enthusiasm to jointly develop the competence of a supply chain.

Activity in a conventional channel is carried out on a transaction-to-transaction basis, and is price dominated. 

The concerned firms do not look to work out a formal long-term relationship, every party is free to walk out the relationship whenever it needs.

Involvement happens until an improved deal comes along from another supplier.

In fact, it is not unusual for firms to begin and end doing business with each other, many times within a single year.



v. How can logistics operations affect the pricing?

Pricing is key part both in actual costs and those incorporated in the business marketing plan.

The terms and conditions of sales decide which party has accountability for performing Logistics activities.

A main development in price strategy has been to de package the price of products and materials so that services like transportation, which were usually included in the price, are now recognized as separate items. There are several main ways logistics operations can be part of the terms and conditions, below are the 3 main one’s, but there are others like Delivered duty paid or delivered duty un-paid (DDP, DDU)

1- FOB Pricing – Freight on board pricing is where the company will load the goods on the delivery vehicle but has no other responsibility for the freight costs.

2- Ex Works – Where the buyer is responsible for all freight/ logistics costs to get the part from the supplier to your facility.

3- Delivered Price – Where the supplier is responsible for all costs to get the parts to the customer.





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

Pricing decisions directly decide which party in the business transaction is accountable for performance and cost of the logistics activities, plus way of title, and liability. 

The pricing strategy also should consider these things: 

1- Achieve the financial goals of the company and maximise profitability 

2- Fit the realities of the marketplace, will customers buy at that price? 

3- Support a product’s positioning and be consistent with the other variables in the marketing mix.

4- price is influenced by the type of distribution channel used, the type of promotions used, and the quality of the product.

5- price will usually need to be relatively high if manufacturing is expensive, distribution is exclusive, and the product is supported by extensive advertising and promotional campaigns 

6- A low price can be a viable substitute for product quality, effective promotions, or an energetic selling effort by distributors. 



Taking all these things in to consideration will allow businesses to make an informed decision on the pricing strategy for their products and the way the supply chain will help get those parts to its customers.





3. “Channel mapping and matrix approach are of significant importance for a channel design

process.” Discuss this here.

Channel mapping is a flow illustration of the channels employed by a company. It is developed through research within a business and discussions with senior management regarding how to go to the 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 essential.



Developing a channel map must begin with clear map of the market segments you wish to serve.

It should comprise of the requirement of the volume of activity linked to every link in the map. For instance, what proportion of the entire volume goes to the companies you have contracts with both industrial and military or government and other consumers.

Every link should also be inspected strictly to see what are the particular functions and activities carried out by the channel participants are, and what the monetary characteristics of the transactions are. For instance, what are expenses, prices, and margins related to every link in the map.



A Matrix approach is used in channel design, it is an easy, yet successful, method, because the majority of companies, serve quite a few segments of the market and customers.

[bookmark: _GoBack]Diverse structures and blends of channel participants might be essential to serve every one 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 the mapping objectives.
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