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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. 
	Question 1.
I. The supply chain encompasses all activities associated with the flow of goods from raw material through to end user.  It allows for numerous aspects to be combined into one flow process and bridges gaps.

II. Production, Inventory, Location, Transportation & Information.

III. With the old the old supply chain method, companies tried to own much of their supply chain – known as Vertical Integration.                                                                      
Modern supply chain puts the emphasis on each company dealing with its major competency, they focus on the activity that they do best.
IV. Inventory Management is the overseeing and controlling of stock, the storage of stock and stock usage.  This also encompasses the control of stocks of finished products.

V. Information is key in allowing for decisions to be made concerning all of the other areas in the supply chain.  For example how much to produce, stock levels, transportation costs etc. Accurate information assists in better coordination, decision making, forecasting and planning.

VI. Cycle inventory, safety inventory & seasonal inventory.
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Question 2.
	Location decisions impact on cost and performance characteristics in various ways.  
	Decisions on where to produce and to store can make the difference between profit and loss.  
Is the location of the production facilities and storage area an inexpensive one?  
Should new facilities be sought / established? 
Is it better to have all areas of the operation co-located or spread over numerous sites?  
What are the distances to suppliers and consumers?  
You do not want to position your factory in an area where there is no labour force or vehicular access.  
International companies can also face difficulties with exchange rate movements.
Therefore location decisions can have a continuing impact on the company in both financial and competitive positions.
 
Question 3.
a) Producers are individuals, organisations or companies that make a
product, be it raw material or finished goods.  Producers could be
farmers, refineries or manufacturers.  A product could also be a service such as cleaning or gardening services.

b) Distributers are businesses that take stock / inventory from producers and supply various product lines to consumers.  They usually sell to other businesses in larger quantities than an individual customer would purchase.

c) A retailer is a business or person that sells goods to the consumer, usually in smaller quantities than a distributor.

Case Study
The supply chain for milk starts with the Farm.  Raw milk is collected at the farm and transported in bulk tankers to a dairy processing plant.  After processing, the milk is bottled.  This processed milk is then sent to a distributer.  From the distributor it then goes to retailers such as supermarkets, or in this case PE Dairies.
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The specific logistic activities of PE Dairies are that PE Dairies are a retailer of dairy products, they are involved in delivering milk and dairy products to customers.  They provide goods and service.
The main problems that PE Dairies face with logistics are: 
· A variation in daily demand means that additional stock has to be held – at a cost to PE Dairies.
· Wastage due to the short shelf life of dairy products – more cost to PE Dairies.
· Maintaining the service during holidays and when PE Dairies have issues with deliveries.
· Long term sales – less people are having milk delivered to their doorstep. 
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