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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. 
	OVERVIEW OF SUPPLY CHAIN MANAGEMENT - Assessment 1
1
I. The main benefits of a supply chain are; the link groups involved (such as supplier, manufacturer, distributer, retailer, customer etc.) at their own varying and different stages along the process of the supply chain, interact with their own personal links, enabling the end product reaching the consumer in the right condition and at the right time resulting in customer satisfaction and increased profits for all.

II. The five areas where companies in the supply chain can make their decisions individually and collectively are; PRODUCTION, INVENTORY, LOCATION, TRANSPORTATION and INFORMATION.

III. The difference of the modern supply chain from that of the past is; in the past companies would try to own as much of the supply chain as possible – what was known as vertical integration. However, due to today’s faster moving markets, globalisation and the technological revolution, companies now have to be more flexible and receptive to keep up with these quicker rates of change. To achieve this, they have had to focus on what they do best themselves and try to out-source other factors (such as warehousing etc.) to companies who specialise solely in these fields. Several companies then work in their own individual areas, creating stronger links for the benefit of each other in today’s modern supply chain of virtual integration.

IV. Inventory management is the process of managing, recording and controlling the ordering, storage and use of materials for every stage that each company within a supply chain will use; from raw materials to the sale of the finished product. At all times, caution must be adhered to, to ensure that there is a sufficient amount of materials and products at each stage along the supply chain (a slight allowance above minimum requirements should be considered to act as a cushion for any mishaps), whilst ensuring that costs are kept as low as possible at all times.

V. Information in the supply chain is used for;             

Co-ordinating daily activities - which involves using data for product supply and demand, making decisions, production schedules, inventory levels, transportation and warehousing.                                               

Forecasting and planning – involving the prediction of future events using information to establish and evaluate objectives to be used to guide monthly and quarterly production schedules and timetables.

Information is therefore a crucial connection for the other four main drivers of production, inventory, location and transport. Decisions made between each of them, using precise data that is well timed and complete, would clearly be beneficial for each company in the whole supply chain resulting in profitability. 
However, in an environment that is becoming increasingly global, supply chains are becoming more complex where companies are out-sourcing more work across the globe. It has therefore become more difficult to track and monitor flow of materials with less information being shared due to these complexities.

VI. Various types of inventory are; RAW MATERIALS, WORK IN PROCESS, FINISHED GOODS and MRO GOODS (maintenance repair and operating supplies).

2. 
Making a decision regarding location includes facilities such as; production factories, distribution centres and retailers which all have a strong impact on cost and performance of a supply chain. Well planned location decisions will enable an efficient flow of materials from production, to distribution, to consumer and ensure the supply chain being cost effective with customer satisfaction and a high profitability. This is achievable when companies decide to use an approach of; 
 
Responsiveness - where they are physically closer to their customer base in order to be flexible, react quickly and meet the demands of the customer. E.g.  McDonalds, the fast food outlet, opening up a large volume of stores. 

Efficiency - where activities are consolidated in few locations to expand economies of sales. E.g. The computing company Dell, serves global markets only from a few central locations that perform a wide range of activities. 
However, wrong location decisions once made are both difficult and costly to undo. Two such examples could be;

I. Having a factory to produce a product, but not having a skilled workforce capable of doing so.
II. Transportation too costly from distribution centre to retailer, with expensive taxes and tariffs.

The cost of moving from a particular location can, and often will be huge, running the risk of not only being an inconvenience, but also posing detrimental effects on both customers and staff.

3.
a) Producers are responsible for the production of raw materials, components and equipment which are required for the manufacturing of a product. 
b) Vital aspects of this are; ensuring that relevant and timely information is used along the supply chain, ensuring stocks arrive on time and are of the right quality and quantity. 
And when finished goods are ready/complete they can be shipped onto storage in readiness for sale. Production must be well planned, and with the use of a skilled workforce, the quality and quantity of successful manufacturing can be achieved, along with the essential maintenance of equipment for any necessary repairs. A stores area is also required for the holding of raw materials, spares for equipment (buffer stock where deemed necessary), and finished goods etc.

c) A distributer is the middleman between a producer of a product and the retailer. It would be of great importance for a producer – whether large or small – to establish a good supply channel for its products to the market by using such a middleman. A distributer does not only store and deliver products (for the producer) when required, they also take on a more active role (for the producer) by getting involved in the actual promotion and selling in the overall market for them.

d) Retailers are resellers; that is they obtain products from one party, in order to sell to another, from which the consumer then purchases the product. Retail businesses can either purchase goods from a manufacturer or through a wholesaler, from where they then can sell products in small quantities to end users from premises such as; shops, markets, department stores etc. Retailers offer many benefits to suppliers and customers. For consumers they offer the opportunity to buy small quantities of a wide range of products at prices that are reasonably affordable, and for suppliers the benefits of their goods reaching target markets, demand for products can grow through retail promotions, and consumer feedback which will give invaluable information with regards to the likes and dislikes which can be a major indicator of trends and demand.

Case Study

 (
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Dairy, processing plant
Transportation
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Distribution / storage centre
T
ransportation
Retailer / customer
)The supply chain for milk starts on the farm with the rearing of cows to be harvested for their milk. The raw milk is then stored in vats or silos which can be stored for up to 48 hours under refrigeration. It is then transported to a processing plant (dairy) by heavily insulated tankers, where the milk is then stored under refrigerated conditions until the next stage in the supply chain. This next stage is processing Whole milk through pasteurization and then separation (whole milk, semi-skimmed and skimmed) it is then ready for packaging, (In larger plants this is all machine operated) where the milk is bottled, sealed, labelled and dated. The milk is now finally ready for the customers, and is usually caged and being stored once again in a large temperature controlled room ready for shipment. It is then moved onto relevant distribution centres, who will also have controlled conditions both inside the centre and in chilled Lorries to be transported as and when required to retailers. It will be delivered to restaurants, hotels, shops, supermarkets etc., to be used in various quantities and ways by the end user / consumer. * See diagram below;    

· PE Dairies in the supply chain acts as a consumer when it buys its produce from the supplier (milk, dairy products, etc.) It then performs the role of provider (distributer and retailer) when the goods are bought, loaded, transported and then delivered directly to their own end user (customers). 
The specific activities that form the logistical boundaries of PE Dairies are; Procurement - ensuring there is sufficient goods available and are in the right quantity, at the right time and at the right place; purchasing involving invaluable information with suppliers and customers, prices are set along with terms of delivering and terms of payment. Inventory management - to have the products it needs are on hand and costs are kept as low as possible. Distribution - the movement of goods from supplier to end user. Protection - continually try and protect business due to variation in demand and decline in doorstep deliveries. To try and safeguard against these uncertainties, Simon delivers leaflets, offers special deals and different ranges of products.  Recycling - empty bottles are collected, returned and reused.
· [bookmark: _GoBack]The main problems PE dairies has with logistics are due to fluctuation in daily demands he has to carry buffer stock, which in turn causes inventory stock costs to increase. Although canvasing for new customers, he must also keep in contact on a regular basis with his loyal customers by using better information, with technology he could offer contact details to all customers who can message him at any time to increase or decrease their orders in advance of his collection from his supplier, and this may help reduce the quantity of buffer stock he has at present, resulting in less wastage and loss of profit. Having problems maintaining a service during holidays, or having difficulties with deliveries, Simon should consider outsourcing his distribution of goods to cover such events so as to maintain stability of service and not to lose or disadvantage his customers. However, if the case study is referring to customer holidays, Simon should request and relay his appreciation to them of their advance notice.
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