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1.i.	One of the main benefits of a supply chain is that it enables a producer to supply their product to a consumer who would, without a supply chain, not be possible to reach or would be difficult to reach, due to their geographical location. For example a fisherman would have a small consumer market locally to their point of supply at the harbour. With a supply chain the same fisherman can have his catch distributed much further meaning his consumer base changes from being a niche market to a mass market. Another of the main benefits of a supply chain is that it reduces costs overall for the distribution of a product. For example, the fisherman used in my earlier example, if he didn’t have a supply chain but still did decide to supply consumers who were a long distance from the point of supply, he would face large transport costs to move his product to the consumer. With the use of a supply chain, the fisherman can utilise distributors and transport options which will offer him a greater economy of scale and a more sustainable business model for supply of his product nationally or internationally.



Student Statement:

By submitting this assignment, I confirm that this is my own work.

	Student Signature
	Mathew Howard
	Date
	16/02/17


Mathew Howard
Student ID: 5930
Assignment 1
Page 2
1.ii.	The five areas in which Companies in any supply chain make their decisions both individually and collectively are;
Production;		Discussions regarding production cover a range of areas which are firstly what kind of product is required in the market place, progressing to the quantity of the product to produce and in what volumes to hold within the supply chain. Attention must be paid to the capabilities of the production point, making sure they can supply the demand put upon them. 
Inventory;		The quantity of product or inventory that is positioned within each stage of the supply chain from raw materials to partly and fully finished goods. The role of inventory within a supply chain is to cover the possibility that the supply chain runs out of stock to ensure little or no interruption to overall consumer supply. Storage of inventory is a cost therefore it’s vital the correct inventory level is held. 
Location;		This is the geographical location of any production facilities and warehousing for inventory. Consideration should be given to the cost of the facility or facilities against the skillset of the staff available in the area for the facility. This is a key element of the supply chain which will ultimately dictate associated costs for storage of the inventory and transportation of all goods within the supply chain, from raw materials throughout to the finished product. 
Transportation;	This is the physical movement of inventory throughout the supply chain. Consideration needs to be given to the costs of various transportation methods and their associated reliability and transit times for each movement to be completed. Air and road transport are the most reliable but also most expensive, whereas sea freight is generally the cheapest method but is less reliable and comes with extended transit times. 
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Transportation (continued);	There are some scenarios whereby location will dictate the transportation method however, for example if your production point is in the Far East and your distribution facility is in western Europe, Sea freight will be used as road transport is not feasible and air transport will be expensive depending on the volume of goods being transported. 
Information;		The quantity of information shared within the supply chain and the way in which this information is generated is very important. More accurate information will allow for better decision making regarding production, inventory, location and transportation which will ultimately allow for better working practices within the supply chain. 

1.iii.	 A modern supply chain is different to an old supply chain in that traditionally an producer would historically try to own the entire chain, as this was seen as the best way to have greatest control of the supply chain. However, this was when most Companies specialised in one or two products targeting a mass market where the need for cooperation with other Companies was not required. The main problem with a closed supply chain is that this restricted the product range that the producer could offer the consumer as they were set up to focus on one particular product without much opportunity for diversification. 
A modern supply chain enables the use of multiple specialist Companies who can focus on their specific area of expertise such as distribution or transportation meaning a producer has the capability to offer a wide range of products whilst not having a negative impact on the quality of the products offered to the consumer.
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1.iv.	Inventory Management describes the supervision of goods in all forms within the supply chain from raw materials to partly finished goods and finished products. An Inventory Manager is responsible for overseeing and controlling the inventory at all stages of the supply chain to ensure supply of the finished product isn’t effected by shortages within the supply chain.

1.v.	The purpose of information in a supply chain is to make decisions concerning two core areas, daily activities and planning. Decisions regarding daily activities such as production, inventory and transportation are key to ensuring there is no breakdown in the supply chain resulting in lack of supply to the consumer. 
Information is also used for forecast planning which means the information is used to plan for future demand in the short term future but looking longer term, information is also used to make key decisions on big changes within the supply chain such as changing the method of transportation used or if the facilities within the supply chain will cope with future demand of it different locations need consideration. 

1.vi.	The various types of inventory are;
Cycle Inventory;		This is the product be it raw material, partly finished or fully finished that is most widely used throughout the supply chain and will constitute the majority share of all inventory held. This kind of inventory will have the largest turnaround within the supply chain and require replenishment frequently. 
Seasonal Inventory:		This is the product, again as either raw material or either partly or fully finished products that is required at specific seasons in the year, for example Easter eggs or Christmas decorations. 
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Seasonal Inventory (continued);	This kind of inventory can be stored in advance of the demand and will require forecast planning to ensure the correct inventory levels are held to meet consumer demand. 
Safety Inventory;		This is the product which is used as a back-up to either cycle or seasonal inventory. This will typically be stored to cover circumstances where other inventory is used up before stock can be replenished in time to meet demand. This type of inventory is required because forecast planning is never 100% accurate so is required to manage the exceptions. Generally safety inventory is held because it’s often cheaper than the loss incurred due to lost sales in the event the other inventory is used without adequate replenishment available. 

2.	Decisions regarding the location of a supply chain have a large impact on both the cost and performance characteristics of a supply chain in that firstly where cost is concerned, the cost for staff and facilities needs to be addressed. It is possible to get a cheaper facility with lower paid staff but this may not be suitable for the demand of the facility which itself will also impact on the performance characteristics of the facility. For example, better skilled staff may be available in an alternative location meaning a greater quality product is delivered to the consumer, outweighing the financial benefit of the cheaper staff and facility. Furthermore the number of locations that the supply chain needs to operate need to be considered, the supply chain will deliver lower costs where a single facility is feasible, in the style of a traditional supply chain whereby mass production of a single product is the chosen strategy however for Companies who offer multiple products, several specialised facilities within the supply chain may be more efficient overall. 
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2 (continued).	There are also other cost implications associated to the location of a supply chain, as different areas attract different duties and/or taxes which have to be considered, this applies mostly to supply chains with multiple locations across different countries where as supply chains within the same country will normally expect the same duties/taxes.
Another example of where costs have to be considered in conjunction with the performance of the facility is in the transportation. When the location is being addressed it is also important to consider the associated transport costs to reach the proposed location or locations. Generally the transport methods used whereby all areas of a supply chain are in the same country will be road transport which is most cost effective and charged based on the distance of the journey, therefore supply chains which have their facilities set closer together will mean cheaper transportation costs, but facilities may not necessarily suit being set close together, impacting on their performance. In the cases where the supply chain spans multiple countries, a combination of transport methods can be used offering lower costs but with increased lead times, also having an effect of the performance of the facility itself and the volume of storage required for the inventory, typically requiring safety inventory to compensate for delays in these extended transit times. 
There are also other considerations to be made when addressing both the cost and performance characteristics of a supply chain, for example the facility or facilities that are responsible for the production of the product need to be suitable for their purpose.
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2 (continued).	For example the way in which inventory is handled at the facility, be it an SKU or stock keeping unit which is used to hold multiples of the same product, a cross docking facility where vehicles are offloaded using a dock leveller or bay enabling a fork lift truck to drive directly inside a vehicle, then re-load it to another vehicle also positioned on dock leveller or bay, which is used primarily in facilities that tranship inventory from one vehicle to another or where by storage is arranged where multiple kinds of products can be stored within a pre-defined area, known as “job lot” storage. If the facility or facilities are not correctly equipped to serve their purpose, it can either mean the supply chain needs to explore alternative locations or adapt the facility or facilities to be suitable, both of which have both cost and performance impacts on the supply chain. 

3.a.	Producers are the Companies who manufacture or supply a product, which can be both physical goods where an actual product will be supplied or can also be intellectual property such as computer software for download. The producer is the primary stage in a supply chain, as they’re ultimately responsible for the products origin. 
3.b.	Distributors, also known as wholesalers are the intermediary between producers and retailers or consumers. Generally a distributor or wholesaler will take bulk inventory from various producers and sell to other Companies in larger volumes than what a consumer would buy. A distributor needs to take care of careful marketing to ensure inventory has a quick turnaround to avoid waste. In cases where a producer produces intellectual property such as computer software for download, the distributor will focus entirely on sales and marketing as no physical inventory is held. Distributors are responsible for the value chain element of the supply chain.
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3.c.	Retailers are normally the last part of the supply chain before the consumer takes control of the product. Retailers will source a wide variety of products from numerous distributors and supply consumers who will often buy small volumes of the product, meaning retailers tend to hold large inventories of stock or for short shelf life goods, will hold small inventories but replenish very quickly, often daily to keep up with consumer demand. The best known example of a retailer who uses these methods is a supermarket where a consumer has access to thousands of different products under one roof. Retailers will spend large amounts of time and money on clever marketing to ensure they achieve the highest sales and quickest turn-around times for their inventory using methods such as reduced prices for limited periods or BOGOF offers. Retailers are responsible for the demand chain element of the supply chain.

Case Study.	The supply chain for milk begins at the dairy farm where the milk is sourced. The milk will be collected using tankers using road transport and taken to a bottling plant where it’s bottled for the consumer. From the bottling plant the milk is taken, again using road transport, to a distributor who will supply a retailer where the consumer purchases it from.  We can demonstrate this supply chain in the following figure; 

Dairy Farm		          Bottling Plant			Distributor		
 
					Consumer			Retailer


Mathew Howard
Student ID: 5930
Assignment 1
Page 9
Cast study (continued).	We can also show the supply chain for milk in an extended version to incorporate recycling of the packaging, where the recycled product is delivered directly to the bottling plant for re-use in the following figure;


Dairy Farm		          Bottling Plant			Distributor		
 
	Recycling Plant		Consumer			Retailer


PE Dairies is the retailer in the supply chain, because they are not themselves supplying retailers but consumers directly which we know because they operate a milkman delivery service. 
The main activities that form the logistics activities of PE Dairies are firstly the sales and marketing of the products which PE Dairies does by canvassing, delivering leaflets and special offers amongst other things. 
PE Dairies other logistics activities is the delivery method itself, which is road transport which they use to deliver milk, other dairy products and other related goods. 
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Case Study (continued).	The main problems that PE Dairies faces with its logistic activities is that primarily it’s a niche market therefore limited capability to source new consumers in their current market with declining trend for milkmen. 
PE Dairies should consider diversification of their services with the additional sale of goods to other distributors and adapt to being both a distributor and a retailer. This would mean they could obtain the product from the bottling plant in larger quantities reducing their cost for the product with greater buying power and increasing their consumer base, as if they offer a service from the bottling plant to a distributor, they can offer this same service to other distributors or retailers too. 
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