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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. 
	1i) A supply chain can be very beneficial.  First and foremost it beats the gaps which are formed when suppliers are far away from consumers.  As a result, operations can be done at locations that are far away from sources of materials or customers.  Thus, producers can place operations in the finest locations and obtain economies of scale.  A supply chain also reduces shipment costs and it makes transport simpler, lead time and improves customer services.  It also results in higher efficiency rate, it raises output since it improves communication, collaboration and shipping companies.  It also lowers time delay in processes.

ii) These areas are:

· Production
· Inventory
· Location
· Transportation
· Information

iii)The difference between the slow mass moving markets of the past when compared to nowadays’ speedy pace required a change in perspective as how things were done.  In the past a company owned the whole supply chain.  However, today’s modern companies outsource the different levels of the supply chain.  As a result, it allows them to focus on their lever of expertise and thus they obtain greater economies of scale and a product of a better quality and at a lower cost.





iv) Inventory Management
To obtain good results, inventory managers need to have the appropriate materials and quantity.  They need to bear in mind the expenses needed, place and time.  This is intended to maintain a balance between the quantity of goods that are needed and the costs.  Inventory managers need to be careful since holding too much inventory is costly, but on the other hand they must not run out of goods in order to satisfy customer demands.  To be able to do this, they must keep in mind these types of inventory: cycle, safety and seasonal.

v) Information

Information is essential and the more accurate it is the more effective are the decisions taken regarding the other four supply chain drivers.  Information is important to make daily activities function together properly and to plan for the future.  Good and detailed information data results in a better product in a shorter time and other players within the supply chain will benefit economically.  Both the consumer as well as the producer need to have an effective flow of information.  This eases planning and coordination.

vi)  Inventory

Inventory is divided into three types, which are cycle inventory, safety inventory and seasonal inventory.  Cycle inventory is based on bulk buying which allows for a more economical price, which eventually cuts down on carrying costs.  The safety inventory acts as a cushion against uncertainty and unforeseen problems.  This allows the holding of further inventory if the demand is greater than expected.  The demand for products varies according to the time of the year.  This is why seasonal inventory is needed.  This allows for sufficient stock in case of an increased demand.  However, the change in fashion must be kept in mind because it will result in a financial loss. 

2)  Before the company starts working on its product, it has to decide carefully about the location.  The main aim of a company is to offer a competitive price by achieving greater economies of scale.  Location decisions play a very important part in achieving profit or loss.  The company has to decide whether to operation in less locations, thus increasing economies of scale and being more efficient, or operation closer to the end user.  It is very much likely for companies to move their operations to countries with cheaper cost of labour.  However, they must also take into consideration other expenses, such as the cost of the setting up of the operation, taxes and how professional the workforce is.  This shows that the choice of the location is crucial since a lot of money is involved.

3a)  Producers – These play the most important role in the supply chain.  Producers can be divided into two.  There are those of raw materials, whilst there are other who use raw materials to produce a final product.  An example of this is cotton, which is a raw material used to produce clothes.   


Distributors -  Distributors play an important part in the chain.  They buy in large quantities from the producer, and they will obviously sell to the retailers in a greater amount than the consumer would buy.  The distributor can also choose to sell his goods in a warehouse outlet.  The work of the distributor is vast since it also incorporates inventory management, storing the products, transporting them, warehousing as well as customer care.  

Retailers -  The retailer buys produces in large amounts from the distributor and thus he would be able to offer his customers more reasonable prices and a better service and choice.  Some retailers are ready to stock a large amount of inventory, aiming at the mass consumers with cheaper prices.  But others cannot store large amounts and focus on the consumer who is ready to pay more money for a better service.

Case Study

The supply chain of milk:

Producer:  Milk is collected and stored as a raw product.  It is then taken in order to be pasturised.  It is at this point that different dairy products are produced, such as yoghurts, cottage cheese…

Distributor:  The role of the distributor is to buy dairy products from the producer in large quantities so as to sell them to the customers.

Retailer:  This refers to small town grocers, as well as large supermarkets.  The latter sells products both produced locally as well as those imported.  

PE Dairies is at the retailer level, selling dairy products covered by a delivery serviceman in a declining market.  Nowadays PE Dairies are running at a loss because of the delivery system.  In today’s fast life, consumers are opting to buy their daily needs from a one stop shop or ordering them online and have their products delivered directly at home.  Simon at PE Dairies tries not to lose old customers and on the other hand acquires new ones by putting special offers and attracting them through leaflets and commercials.  Simon has a very challenging job, since he has to see that he has enough products in stock, but as the same time he cannot overdo it because if they do not sell, he will run at a financial loss due to their short life span.  Even transport breakdown can cause problems since these hinder the products from being delivered on time.  The PE Dairies retained an old supply chain system.  Thus customers are choosing to use the internet since they can see a large variety of products displayed and these are easily delivered.  This new chain system has a negative impact on the operation of the PE Dairies.  In fact, they suffered a loss in business and as a result manpower had to be minimized.  The PE Dairies are risking running out of business unless they work on more modern means of promotion and make more use of the internet rather than distributing leaflets and canvassing.  
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