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1 i )  Main benefits of having supply chain is we can have producers or suppliers located distance away from the customers. Suppliers can keep their facilities near to the resources and at an economical location, thus increasing profit and efficiency. Consumers does not have to travel far to the suppliers, products will be delivered to the customer location by supply chain. Products that are not produced locally are made available to the customers through supply chain. Because of supply chain, we are able to keep polluting industries and factories away from the residential area.



1 ii ) Five areas are as listed below.

· Production

· Inventory

· Location

· Transportation

· Information



1 iii ) In modern supply chain, companies concentrate and own supply chain areas where they have major competency and contract out rest, this approach is known as virtual integration . This helps companies to attain high levels of operating competence and to keep up with ongoing changes in technology. 

While supply chains in the past own all the areas in the supply chain. This helps companies to attain greater efficiency. This approach is known as vertical integration.



Modern supply chains are better suited for fast-moving markets of our current economy, while past supply chain is practiced in slow moving mass markets.





1 iv ) Inventory management is the process of ensuring that a company always has the products it needs on hand and that it keeps costs as low as possible. Inventory management involves taking decision in making trade-off between efficiency and responsiveness; there are three essential decisions to make concerning the creation and holding of stock:



Cycle Inventory: This is the quantity of the inventory, which is required to satisfy demand for the product until the time new stock is made available.



Safety Inventory: This is inventory kept against uncertainty in demand.



Seasonal Inventory: This inventory is kept to satisfy increase in demand during particular season or festival during the year.
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1 v ) Information is foundation in decision making for other four drivers of supply chain, it is the link between all the operations and activities in a supply chain.



Information is utilized for two purposes in organization’s supply chain:

a) Coordinating Daily Activities are related to the implementation of the four main supply chain drivers like production, inventory, location and transportation.



Information on supply and demand help companies to make decisions on inventory levels, production schedules, transportation routes and stocking locations.





b) Forecasting and Planning to foresee and convene future demands.

The available information or data can be used to make a planned forecast to decide on weekly inventory levels, production schedule, transportation and stocking sites.

Information is also used for strategic forecast to decide on whether to construct new facilities, enter a new market or leave a present market.



2. )  Location decisions have strong impact on cost and performance of supply chain, choosing right location for facilities can save lot of money and improve efficiency and performance. Management has to consider land value, available resources, Tax & tariff structure in location, transport path available, etc to decide on location for facilities.

Example most companies keep their manufacturing unit and labour-intensive work in countries where labour cost is cheap like China & India. Supply chain management has to do a tradeoff between economic benefit and performance when choosing the location, like keeping a location at remote and cheaper place would be economical but can decrease performance and responsiveness. Management has to decide whether to consolidate activities in fewer locations to expand economies of scale and efficiency, or to distribute activities in several locations close to consumers and suppliers for operations to be more receptive. Location decisions are strategic and long term as it involves large amount. Information on local laws, stability of government, available recourses in a location, forecast of demand, etc will help to make decision on choosing a location.
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3  a) Producers are the organizations that make a product. This include organizations which produce raw materials and which produce finished goods. Raw materials like oil, coal, cotton etc are examples. Producers of finished good use the raw materials, like business producing cloths can use cotton as raw material. Producers can make products that are non-tangible like music, software applications, etc. Non tangible producers keep their operations in developed countries because they will get skilled resources and requirement of labour is less for tangible products. Tangible products require lot of labour so producers keep their operations in locations having cheap labour.





3 b ) Distributers or wholesalers purchase products in bulk from the producers and sell it to the local retailers. Producers pass on lesser unit cost in price discounts. They usually keep the inventory to meet the demand of the product. They also are involved in marketing and after sales support of the product. A distributor may also be a business that only brokers a product between the manufacturer and the consumer and never takes possession of that product.





3 c) Retailers is place where end customers directly purchase the product, they keep limited stock as per the demand and offers different product selection to the customers. They compete on price and service offered to customers.



Case Study



Describe the supply chain of milk.



Supply chain of milk involves commercial dairy farms, tanker collection, diary, bottling plant, distributer and retailer. Supply chain for milk follow key drivers of supply chain i.e. Production, inventory, location, transport and information. Production is done in farm, inventory can be at different areas in supply chain. Deciding on amount of stock is crucial, as life of milk is short so demand has to be assessed correctly. Choosing location is important should be decided on availability of recourses and transport facilities. Choosing the transport should consider time required to deliver as life of milk I shorter and should have cold storage facility during the transport. Information on demand will help to retain correct stock and avoid wastage of milk.
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Where does PE Dairies fit into this? What specific activities form the logistics in PE Dairies?



PE dairies fit into logistics in supply chain of milk and milk products. Logistic activity involved is home delivery of milk and milk products to customers.



What are the main problems that PE Dairies has with logistics?



Main problems with logistics faced by PE dairies are milk has shorter life and if delivery is delayed it goes waste, also maintaining delivery during holidays is a challenge.
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