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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. 
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Question 1
(i)
The main benefits of a supply chain are to transport goods to a location where they become more readily accessible to the consumer. This reduces the cost of transportation by reducing the total number of journeys, fuel and man hours required to deliver and collect goods and therefore reduces the total cost of the goods (to the customer) and also the carbon footprint of each of the products. Additionally, reduced costs equal increased profit margins for the suppliers and the producers.
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(ii)
The five areas in which any supply chain can make their decisions individually and collectively are -
Production
Inventory
Location
Transportation
Information

(iii)
The main difference between the modern supply chain and older supply chains is that companies now tend to concentrate on their own specialist areas. Manufacturers manufacture the goods and leave their distribution to companies with expertise in distribution rather than trying to manage all aspects of the manufacture and distribution themselves. This means (for instance) manufacturers do not need to maintain a fleet of trucks in order to deliver the goods. Consequently, manufacturers are able to concentrate on manufacturing a wider variety of products to meet the growing demands of their customers and distributors are free to optimise and redeploy resources into making their operations more cost effective and efficient.
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(iv)
Inventory management is essentially stock control. Inventory is held at various points throughout the supply chain. The levels of inventory held at each point are calculated mathematically against sales forecast. The inventory may also be at various stages of manufacture. For instance, a car maker may not be able to predict demand for every colour of a particular car in their model range. Therefore, they may house unpainted parts of inventory which can be painted according to demand once it has been established. This allows for a smaller amount of inventory (or parts) to be held in stock. The management of inventory is therefore the act of minimising stock holding and positioning stock at the correct volumes in the correct form at various places in the supply chain.

(v)
The flow of information is the critical link between the other four supply chain drivers. Information flow underpins the organisation of production, inventory, location and transportation allowing for more accurate forecasting and the planning of future requirements, ensuring there are no stock outages at any point in the chain. The accurate forecasting of future demand can also be used to predict whether additional facilities or equipment will be required to maintain continuity and growth of the supply chain.

(vi)
Various types of inventory are:
Cycle Inventory
Safety Inventory
Seasonal Inventory
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Question 2
The chosen location of each part of the supply chain is fundamental to its overall viability and can determine profitability especially in the long term. Some of the things which need to be taken into consideration when choosing a location are the availability and quality of
local transport networks, local labour availability, local labour costs, facility costs, proximity to customers alongside taxes and tariffs.
Inventory storage costs (affected by such things as insurance costs and interest rates) along with transport costs and production costs all of which can be difficult overheads to predict and therefore play a crucial part in the decision making. There can be a trade off when considering efficiency versus quantity in the process of choosing a location. The choice may be between a higher volume of goods stored in a single central location, with far more, and maybe longer, more diverse, transport routes, or choosing several smaller storage locations, closer to suppliers and consumers thus enabling the supply chain to be more receptive to local regional demand.

Question 3
(a)
Producers are companies or people who mine, grow, manufacture and supply products for sale in the marketplace. This can be anything from farmers who raise animals and farm the land to companies drilling for oil and (or) companies growing crops such as forestry products for furniture, paper for printing, cotton for clothing and other primary goods. These goods are then sent to other producers who add further value by either manufacturing a finished article or partially manufacturing components which then go into the production of other finished goods. There are 
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also producers who make non-physical goods such as cinematic films and music etc. for entertainment, and others who provide services like landscape gardening, cosmetic dentistry or teaching. It would appear to be more popular for producers of industrial products to choose locations for their operations, in areas where the labour costs are greatly reduced, whereas the developed world where costs are higher produce more of the non-physical goods and services.			

(b)
Distributors perform a crucial role in the supply chain. They are intermediary companies who supply finished goods or services to retailers. Potentially they hold vast quantities of stock, at various locations, protecting the producers from any large fluctuations in consumer trends. At times, they can also be used as a "cross docking" facility, meaning they never actually take ownership of stock items but perform the logistics to transport goods from one location to another through their facility. Other functions performed by the distributor are transportation, inventory management, analysis of sales trends, warehouse operations and customer service.
(c)
Retailers are usually the last link in the supply chain. They sell smaller quantities of items through various channels to the end consumer. Retailers use a wide variety of marketing strategies to attract their customers, such as pricing, selection of products and convenient locations. These outlets track consumer demand which can be fed back up through the supply chain to increase productivity, efficiency and cost effectiveness of the overall process.
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Case Study

1. The supply chain for milk commences with farmers who raise cattle and generate the raw material. This is collected by tanker and taken to a dairy. The dairy adds value to the raw material by contributing other elements and processes, turning the product into a saleable commodity. This can be bottled at the dairy, or transported to a dedicated bottling facility. Once bottled the product is transported to distributors, who then deliver to retailers, who in turn, sell to the end consumers.
		
· PE dairies are the retailers in this particular supply chain, providing finished goods and services directly to end consumers. Their logistical role being to collect product from the distributor delivering directly to the end consumers. Therefore, they are at the end of the supply chain as part distributor, part retailer, transporting and selling directly to the customer base.

· Problems - There are a number of associated problems when considering Simon’s position as a mobile retailer / distributor. Wastage being primary. Dairy products have a limited life span and it becomes difficult to cater for demand fluctuations whilst attempting to maintain minimal stock holding. Simon has set himself a goal of 2% wastage directly affected by, not only demand fluctuations, but other more obscure things such as vehicle reliability, product shelf life, staff reliability and the geographical dispersion of his customer base. Other minor problems could be created by the quality of the local road system and the price of fuel. Possibly even things like ambient temperature (products might waste prematurely) and the affluence of the local 
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populace. Simon also relies on local advertising to gain new customers, and is up against larger retailers who can sell the same items at a much higher discount as they are able to buy in much larger volumes. To counter this, Simon needs to have a diverse and flexible product range, thus enabling him to compete within the local market economy.
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