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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 Main benefits of a Supply Chain (not limited to):

- Allow to beat the gaps between producers and customers
- A Supply Chin (SC) permits for operations that are best completed far away from sources of material or customers
- Producers do not maintain huge stocks
- Transport is simpler
- Producers can obtain economy of scale by focusing operations in big facilities

1.II Areas where Companies can make their decisions individually and collectively are:

· Production
· Inventory
· Location
· Transportation
· Information

1.III Difference between a modern SC and a SC from the past:

Old SC had their activities oriented towards mainly mass production without really taking into consideration the Customers’ consideration. Companies had their own fleet of vehicles (or means of transport), their own warehouses or assets. These Companies were focused on many different operations/activities.

Today’s SC are focused on their core activity, their central competencies. The Companies are not working alone any more but with other Companies to carry out activities called for in their SC (i.e a Company will use lots of different Sub-Contractors).

1.IV What is Inventory Management?

Usually in any SC, the goods – or components – are ordered, stored and used or moved before they can be used for the production of the items to be sold. Inventory Management is the practice overseeing and controlling of the above operations.
It is also overseeing and controlling the quantities of finished products for sale.


1.V Discuss the purpose of information in a SC:

Information is key to success for any Company that holds a SC. We know that all SC should make their decisions against 5 drivers: Production, Inventory, Location, Transportation and Information. But it has to be noted that Information is the Driver used to make decisions concerning the 4 other ones.

By exchanging accurate data in a predefined time, Companies will gain positive effects such as:
· Companies will be as profitable as possible,
· Companies will be able to make fine decisions
· Companies will be able to coordinate their activities
· Companies will be able to forecast and plan activities

On the contrary, if the information is not right or accurate, Companies will face negative consequences:
· loss money
· loss of Customers
· loss of trust from the market
· Internal issues (staff not being motivated etc).
· Etc.

Example: on a specific project a Sub-Contractor is to move a Heavy-Lift equipment. Staff in the client’s Procurement department does not communicate in advance the data related to the Package (let’s say the dimensions are also wrong on the packing list). At time of loading or shipping the material, their then will be delays, maybe killed slots (on vessel) or detention charges…
All this has a cost and some other consequences for the client. Information was not to the right standards and it lead to negative consequences.

1.VI Name various types of inventory:

As stocks are costly to maintain and the Customer demand can vary a lot, 3 types of Inventory have to be considered:
· Cycle Inventory (quantity of inventory required to satisfy demand for the product in the time between purchases of the product).
· Safety Inventory (Inventory that is held as a cushion against uncertainty). 
· Seasonal Inventory (Inventory which is stocked up in expectation of expected increases in demand).
2. Discuss Location decisions

When deciding to set up a SC in a specific area, many criteria have to be taken into consideration. These are (but not limited to) the costs of facility, costs of labor, skills available on site, costs and easiness of transportation, taxes, nearness between suppliers and consumers.

The decision is quite strategic and also has to be considered Efficiency Versus Responsiveness. In effect you will decide if you want to consolidate in fewer locations or if you want to distribute in several locations.

Assessment of the situation, current economy, geographical area, main transport axes, distances, pool of available staff etc are key to make a good decision as to where implement the DC facility – or which one of the two above strategy is to be used.

A SC facility which is set up in a remote location, with poor access, would have huge impacts on the Company’s performances: transportation costs will be very high and responsiveness will be very poor. 
A SC which decides to establish its facility outside a Free-zone when its possible to establish inside the Free-zone can pay lots of taxes compared to its competitors who are inside the free-zone.

So deciding where to implement a SC facility will definitely have impacts on the costs and performances. Choosing the right location often is key to a Company success.

3. Notes on Producers, Distributers and Retailers.

· Producers are the organizations or Companies that make a product. Such product can either be raw (mineral, oil but also living animals etc) or finished (computer, tv etc). The costs of producing the goods can be very expensive depending on the required skills. Hence production of tangible goods often shifts to areas in the world where labor is cheaper. Producers usually sell their products to Distributors.

· Distributors usually buy from Producers in big quantities and sell to other professionals – the Retailers. They usually handle huge inventories of products.

· Retailers usually are close to Customers and sell their goods to Customers. They buy their products to Distributers and resell them to Customers. They know the demand and they adapt their inventory accordingly. 

As a summary:
Producers => Distributers => Customers.




Case Study:

· SC Description:

PE Dairies gives a home delivery service. Participants in the SC for milk are:

· Producers (farmers who produce raw material i.e milk, cooperatives)
· Producers (finished products i.e factories that treat or pasteurize the milk and pack it in its final packaging ready for selling)
· Distributors (who buy the milk from the Producers). Buy it on a large scale and make it available to retailers on a wider scale and in bigger geographical areas.
· Retailers: the shops or supermarkets who are buying the milk from the Distributors and who are selling it to Customers – to us.
· Customers: it is us. We buy the bottles of milk to the retailers. 

It has to be noted that between each and every participants some other activities are taking place: Sourcing and procurement of the raw and finished material (raw milk and finished product in the form of milk bottles), transportation from and to all participants, storage of all products up to the retailer own warehouse.
On a larger scale – international – Import/export and shipping/air freight are to be taken into consideration.

Where does PE Dairies fit in?

PE Dairies is a Retailer. They deliver finished products to Customers – they do not transform the products nor do they buy it from the Producers. Maybe they buy it very locally from some small farmers who have the capacity to sell finished products.

PE Dairies specific activities:

PE Dairies have to buy his milk from Distributors (or Producers) and he has to deliver to Customers. This involves a lots of transportation activities and some warehousing/inventory activities. 

Main problems with Logistics:

Given the above PE Dairies needs lots of resources in terms of transportation. He needs a fleet to collect the milk from producers, and maybe an even bigger fleet to deliver to the customers; A fleet is very costly in terms of maintenance, fuel etc.

It means that he needs the staff to be available at different time following the demand pattern. 

In terms of inventory, PE Dairies cannot have no stock. But he also cannot have too much stock because milk is a perishable product. Warehousing activity can also be costly as there are the facility bills to pay, the staff, the facility rent, the maintenance of the equipment (forklifts etc).

I would say that one point to look at is how the resources are used /optimized. Maybe see if outsourcing some of its activity would be beneficial.
PE Dairies has to use lots of costly assets – so to generate good revenues he needs to work on big volumes given the nature of the business.
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