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1.1	The benefits of a supply chain are to overcome various requirements which may arise from production to supply with distributed locations of a consumer versus location of manufacture or processing. Supply chains are developed to overcome any shortfalls and could incorporate additional requirements such as storage or preparation of goods to a finished result while providing a relevant time to market. 
1.2	The five areas supply chains make their decisions are –
Production, concerning what products for the market and all activities concerning production, quality, workload and equipment.
Inventory, what stock should be held with regard to raw material, semi or finished goods to balance ambiguity in the supply.
Location, where to have production facilities and inventory storage which may be the least expensive but close enough to end users or suppliers for time depended deliveries.
Transportation, how to transport materials and finished goods from one location to another considering services such as road, rail or air freight.
Information, How much and what data should be gathered to monitor the health of production and finances of the company and well as systems and solutions for an organisation to function.
1.3	Supply chain of the past would try to own as much as the process as possible with regard to production, transportation and distribution etc. which tended to be a much slower and more costly way of working. Today’s supply chain is more likely to outsource the majority of services which are not its main competency of business or speciality to focus on the end product.
1.4	Inventory is spread throughout the complete supply chain. This includes the raw material through to manufacture and end user. Inventory management has to be decided between efficiency and responsiveness with regard to stock levels. Is it better to hold large amounts of stock to cover client demand for responsiveness or keep storage costs low with minimal stock for efficiency? 
1.5	Information in the supply chain makes up the foundation on which the business decisions of the other supply chain activities can react on. There information is utilised into two areas. Coordinating daily activities of the other four areas and forecasting and planning to guide the periodic decision schedules. The data for decisions needs to be accurate and well timed to get the upmost profitability from the process. It is to this requirement that should the data or information be inaccurate or mistimed that this could also have the opposite effect of reduced profitability from inaccurate decisions.
1.6	There are three decisions for creation and holding of stock –
Cycle Inventory is the quantity to satisfy demand in between purchases. With the purchase of large quantities come the benefit or improved buying cost but come the expense of additional storage or lack of demand.
Safety Inventory is the stock held to cushion the unexpected demand but again carries the trade off between accurate forecasting or lack of demand.
Seasonal Inventory which is the stock level held for changes in specific periods in the year. Stock levels will be increased against previous expectations. An alternative maybe to invest in flexible manufacturing which can adapt to differing demands in supply.
2.0	Locations of supply chain facilities will have varying impacts on the costs of finished goods. The efficiency verses the responsiveness will be a deciding factor. When making a decision on location it needs to be considered regarding facility cost which will include size of the location and any local taxes. Labor costs in this particular location maybe higher than other suitable locations. The skills available in proximity will need to meet the requirements in order to operate or relocation of staff if moving facilities. Against all of these costs it is then weighed against distance to the consumer and the cost of transportation. Is it better to have one large location or two or more strategically placed smaller locations. Location decisions are a fundamental requirement on a company’s strategy for delivering goods to market.
3.a	Any business or organisation can be a producer. It can include raw goods or finished articles. Goods could include oil, gas, minerals. Other producers may include farmers or fishermen. Products may also be tangible like software, consultancy, or teaching. Tangible products are seen to be shifting to areas where labor is costly such as Europe, North America and some parts of Asia.
3.b	Distributors take inventory for a large number of producers to provide various product lines to retailers. Distributors are also known as wholesalers. A distributor will generally sell to other businesses rather than direct to consumers. Distributors would buy in larger size orders to obtain a better price strategy. The distributor may also run its own warehousing, marketing and promotion activities. They may also track consumer needs and change in requirements for products.
3.c	Retailers will hold a lesser stock level and sell in lesser quantities. They may also track demand and preferences of the consumer. They may also perform their own advertising and promotion activities adjusting availability and price to the market and any competition. Some retailers may look for exclusivity to enhance their appeal to the consumer.
Case Study –
a.	The supply chain for milk will start with the dairy farm and production. Milk produced on a daily basis will be transported to a processing plant which will either include packaging or require further transportation to a provider of such a service. Once processed and packaged it will be again transported to a distributor as finished goods. From here the distributor will sell direct to supermarkets or individual retailers for onward supply to the consumer. See image1.
b.	PE Dairies will be a retailer in the supply chain purchasing from the distributor. PE Dairies logistic activities will involve the collection or delivery of all goods to be sold. Information required on what needs to be loaded onto the vehicle for delivery and to which specific customers. Transportation of goods to the customer. Reorder of additional stock. 
c.	The main problems for PE Dairies are the variation in demand and the short life of the products to be sold. Also problems maintaining service during holidays. There are concerns of maintaining service over the long term as more consumers are buying from supermarkets. The introduction of refrigeration into the household has meant daily deliveries are no longer a requirement.

Image 1. Milk Production flow diagram.
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