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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. 
	1. i. Increased Visibility – Allows you to make quick adjustments to cater for changing customer requirements. It allows the company to be more responsive in a shorter period. 
      Real Time Information – Allows you to adjust stock holdings quickly to increase stock turns.  Thus, making the business more efficient and reducing cost.   
Reduced Retail Stock Levels -  Good wholesale supply chains help retailers reduce their overall stock holding and overall business cost.   
Bulk Buying Discounts – Because wholesalers can buy in bulk, they get the benefit of volume purchase.  The reduced purchasing price then benefits the retailers the wholesaler is distributing to. 
Transport and Stock Handling Efficiencies – Multiple products can be purchased from one or two wholesalers.  The benefits of this include: reducing the number of deliveries, reducing stock handling, reducing paper work and back end accounting activities. 

ii. Production – Manufacturing of a product that makes up a component of another product or the finished product itself.      
Inventory - Stock holding of raw materials, semi-finished of finished goods.   
Location - The location of the manufacturing and storage facility and other facilities that are part of the supply chain. 
Transportation - The mode of transport used to transport product between different member of the supply chain. E.g. Air-freight, truck, sea-freight and rail.  
Information - Timely and accurate Information that is shared internally and between different supply chain members.


  
iii.  Historically many businesses tried to own the many different stages and companies that made up the supply chain. As markets expanded, consumers became conscience about the range and type of products they wanted.  The one size fits all old supply chain model was no longer suitable in a quickly evolving market place.  The modern supply chain is made up of different companies that specialize in their specific area of expertise.  Companies in the modern era are more inclined to outsource to companies that specialize in specific areas. E.g. a specialist transport company for their goods cartage. 
 
iv. Managing and maintaining the optimum amount of each stocked item. This includes managing the cycle of the inventory, keeping adequate safety stock and catering for seasonal stock demands.  Achieving optimum inventory levels will ensure timely supply of product to customers, and maximum stock turns.  
  
v. Good Information is very important to ensure successful supply chain management.  Timely, accurate and complete information is critical when making decisions pertaining to: stock type, stock level, stock location, transport and other supply chain stake holder involvement.  The quality of the information you receive can determine the success or failure of your supply chain.  
   
vi. Inventory consists of many different types.  These include:  raw material, work in-   process and finished goods.  

2. 2.  The location of any business in the supply chain needs to be very carefully considered. Set up and investment costs are considerable, so it is imperative that significant planning is done prior to any commitment on a facility location.  When deciding on a location key considerations are as follows: local tax laws, labour cost, access to labour, location in relation to other supply chain members and customers, transportation options, weather, reliability of utilities (power, water etc).  An example of a question you may like to ask yourself is: Although it may be convenient to be located closer to your customer base, how are you located in relation to other supply chain members that service your business? How will this effect delivery time, cost and availability of the materials you require to produce your product? When servicing multiple markets domestically and globally it may prove more cost effective to have multiple manufacturing facilities that are closer to your customer.  

3.  a. Producers – A business or organisation that makes some type of product. Examples of producers include: raw material producers e.g. oil exploration companies, farmers, fishermen.  As well as finished goods producers, e.g. bakeries, pipe manufacturers, mobile phone manufactures.  Producers also manufacture non-tangible items, e.g. music, software, entertainment and can provide services e.g. window cleaning, chimney sweeping, dentistry,  
       
     b. Distributors – Businesses that purchase product in bulk to capitalize on increased buying power associated with large volume purchases.  They will then distribute the good to multiple retailers.  
      
     c. Retailers – A person or business that sells goods or services to the general    public.  Early retailing was traditionally from brick and mortar shops.  Modern retailing now incorporates on-line (non-shop) and shop retailing.   

Case Study

· [bookmark: _GoBack]Milk Supply Chain – The first part of the supply chain starts with the raw material producer, in this case the dairy farmer extracting the milk from the cows.  It is collected by the second link in the chain the transport company (milk tanker company) and transported to the manufacturer (Dairy Company) which is the third part of the supply chain. The dairy company manufactures the dairy products, and in most cases distributes the product to various retailers.  In this case the retailer is PE Dairies (see supply chain flow chart below Fig 1).   
       

(Fig 1)
Raw Materials (Dairy Farmer)      Transport Company      Manufacturer (Dairy Company)      Distributor (Dairy Company)     Retailer (PE Dairies)

· PE Dairies is the retailer and is selling product to the end user. The logistics component of PE Dairies comprises of the procurement of dairy products. The distribution and delivery of the dairy products to his home-based customers, and the management of his inventory.  Because he is stocking perishable dairy items, inventory management a very important part of the business. 

· Some of the main logistics problems faced by PE Dairies are: The demand for dairy product is quite variable, so keeping the correct balance of these perishable stock items is very challenging.  If stock levels are too high, this can result in excessive waste due to short product shelf life.  If stock levels are too low, customers can’t be supplied quickly. Maintaining his service during the holiday season and delivery difficulties are also problem areas for PE Dairies. 
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