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	Question 1.

Part I.

(a) Reducing the overall carrying cost by keeping the inventory levels low as possible.

(b) Companies can establish their manufacturing and warehouse facilities in any place they decide profitable to the organization.

(c) Manufacturers gain profit by cutting down the transportation routes.

(d) End consumers have the choice for variety of products under one roof and at cheap rates.

(e) Producers can reach economies of scale by produce in big lot and reducing the expenses.

(f) Consumer demands are met in a timely manner by effective transportation management.

(g) Good relationship from producers to end consumer level.

(h) Customer satisfaction is maintained.

(i) Retailers consume necessary stocks from wholesalers and avoid surplus stock level.

(j) Producers enter into new markets and introducing new brands.




Part II.

(a) Production
(b) Inventory
(c) Location
(d) Transportation
(e) Information

Part III.

(a) Modern supply chain is more progressive than the supply chain of the past.

(b) Old supply owned much of its supply chain within own company and functioned with a narrow concept. The modern supply chain expands the supply chain and globalized it by outsourcing, partnering with other companies.

(c) Old supply chain functioned inside the company with internal parts of it. The modern supply chain functions together with other companies what are focusing on their own expertized businesses.

(d) Old supply chain does everything within the company itself and did not focus on their core skills. Modern supply chain focuses on their core skills and outsources the required skills from other companies.

(e) Old supply chain functioned by focusing on efficiency through economies of scale. Modern supply chain functions by focusing on responsiveness to the customer’s demands and gain economies of scale. 

Part IV.

Inventory management is a management of planning and maintaining the inventory level of raw materials in a lowest possible level to attain high level of efficiency and to support the production in a timely manner without the risk of out of stock and to ensure the warehouse facility is maintaining the lowest possible inventory level to meet the customers demand.

Part V.

Information is used for two different purposes in a supply chain. Firstly it is used as the base of the rest of the supply chain drivers such as production, inventory, location and transportation. It is used to plan and implement the daily activities related to production, inventory, location and transportation and to carry out daily tasks and operational activities and to coordinate internally and externally for the seamless functions of a supply chain. Information is used to decide what to produce and how much to produce, where to produce and when to produce and how to deliver it to the end consumer.

Secondly it is used for demand forecasting and planning the production. Information is used to plan production according to the market demands and previous month sales and also to prepare daily, weekly, monthly and quarterly production plans. Information is used to make decisions on new products and product designs, expand the current market, enter into a new market and leave the present market.

Part VI. 

(a) Cycle inventory.
(b) Safety inventory.
(c) Seasonal inventory.

Question 2.

(a) Deciding a location of a supply chain involves both cost and responsiveness to the demands of the end consumers. 

(b) It costs a huge capital expense to establish a production and warehouse facility. An efficient supply chain should be able to make decisions in order to minimize the capital expenditure by investing in an inexpensive location. On the other hand, it is also important to decide to maximize the responsiveness to the customer’s demands and ensure that the product is delivered to the consumer in right time. 

(c) It is a crucial factor for the success of a supply chain that the customer is given the choice of easy accessible ways to reach the product they want. Therefore the location decision to locate close to the customers is also important or to increase the distribution centers also is a better way to generate new customers. This will increase the responsiveness of a supply chain. On the other hand, increasing the number of distribution centers close to the consumers increase the capital expenses.

(d) It is also related to the economies of scale of a supply chain when making decisions of the locations because it should be decided whether to have fewer locations or to have more manufacturing facilities. This involves higher operational expenses. On the other hand it is important to produce the right quantity at the right price so the customer satisfaction is guaranteed.

(e) It is important to choose the location of a supply chain to establish it where the manpower resources is easily available and choosing the location far from skilled labor force also have an impact on the cost due to the transport modes available to transport the labor force to and fro to the factory and can increase the expenditure on transportation. The cost of labor is cheaper in locations where more manpower is available rather than in locations where there is scarcity for manpower. It costs more to outsource the labor force rather than sourcing it from where or near to the production location. Labor force near the location is more responsive rather than manpower available in a far location due to transportation availabilities.

(f) It also involves taxes and tariffs payable to government authorities. The more closer the production facility is located near the residential areas the more taxes and tariffs should be paid to the government authorities due to industrial wastages and environmental threats the factory will bring to the community. On the other hand, the responsiveness to customer’s demands will be higher when the production location is located near to the consumers.  

Question 3.

a) Producers are companies what produce a product or service. Producers can manufacture finish products that can be consumed by an end consumer or they can be producers of raw materials that are used by another producer to produce another finish product or they can be producers who produce semi finish goods to supply to another producer who uses the semi finish goods to make their product.

b) Distributors are business who buy the product in lot from the producer and supply to the retailers in bulk. They buy products from the producer in huge quantity and stock the product and sell the products in huge quantities to retailers. They supply the products to the consumer when the customer wants it. They also do some other product related services such as warehousing, transportation and customer support services. 

c) Retailers are businesses who buy the products from distributors and wholesalers in lot and sell to common public in lesser quantities. A retailer is closer to the end consumer and the one who keeps the customer services maintained in a well manner. Retailers also have a close relationship with the end consumers and know the preferences of the end consumers. 
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Case Study

· Supply chain for milk starts from commercial dairy farmers who raise dairy cows and produce raw milk. Raw milk is collected in bulk and supplied to dairy processors or milk bottling plants where raw milk is used as raw material to produce dairy products such as pasteurized milk, yoghurt, cheese, flavored milk and other primary and secondary dairy products. In this supply chain dairy farmers are the suppliers and dairy processors or bottling plants are the producers/ manufactures. Raw milk is directly supplied to the milk processing facility or bottling plant and transformed into milk and other dairy products which can be consumed by consumers for direct consumption or supply to end consumer. Finished dairy products such as pasteurized milk and other dairy products made from raw milk are transported from the manufacturing or bottling plant to distribution centers and wholesalers. Products with longer shelf life are also exported to wholesalers and distributors. Retailers consume from wholesalers and finally the products are consumed by the end users for direct consumption. 

The following figure depicts a supply chain for milk


· PE Dairies plays the role of a retailer in this particular case.

Home delivery service of milk, dairy products and range of related goods using the milkmen available in the area, carrying spare stock and a range of other products to supply to the door of the customers, special offers form the logistics in PE Dairies. 

· PE Dairies main problems in logistics are 

(a) Information related problems- variation in daily demand. This is due to inaccurate information in planning and forecasting the demands of the consumers.

(b) Inventory related problems- carrying spare stocks, wastage of expired stocks and out of stock when PE dairies has difficulty with their deliveries.

(c) Transportation related problems- problems to maintain the service during holidays and decreased number of milkmen in the area.

(d) Demand for door step deliveries as people prefer to buy milk in supermarkets.
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