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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. 






















Assessment #1

1.
[bookmark: _GoBack]i. Supply chain management is a system that works out beneficial both for supplier and customer. For example:
· Producer can choose its plant/factory or any other place of operation location at any point that is beneficial for his own business regardless of consumer.
· By focused operations in big facilities, producers can obtain economies of scales.
· Maintenance of stock is under further tier supplier/wholesaler responsibility.
· Wholesaler maintains stocks from different types of supplier which gives customers a variety of options.
· Wholesalers are closer to retailers which allows short lead-time.
· Wholesalers put big orders and producers pass on lesser unit costs in price discount.
· Retailers are close costumers and can provide service or the goods within a minute operation.
· Transport is simpler, larger and fewer deliveries reducing costs.

ii. Each organization’s business decision in supply chain is made based their actions in the following five areas:
a) Production
b) Inventory
c) Location
d) Transportation
e) Information

iii. When the supply chain idea was first being used it was fully owned by each business or organization. The slow market of those days which allowed such a structure cannot be compared to today’s speedily moving markets which requires  delivery of high product/service quality within the shortest lead time. We now live in the time of globalization and fast pace of technological revolution which drives the growth of supply chain where companies work jointly to let each company to focus on the activities that it can do best. Producers and manufacturers are stressed about the process of producing their goods, transportation companies deal with all the transportation process and wholesalers plan the distribution and stock maintenance. This way people in every company can keep up with quick rates of change and developing the quick skills required to work in their particular business.

iv. Inventory management is a management of stock which consist of raw materials to work in process to finished goods. Holding large sum of inventory will allow the business run on time and be responsive to variations in customer demand. However on the other hand it can cause higher cost for storage, therefore the outlay of inventory should be reserved as low as possible.

v. Information is the foundation of any decision made in four other areas of supply chain such as production, inventory, location and transportation. Every organization starts their decision making process based on the information and data they have collected. That could be the information about the market, the product and its demand and supply on the market. Collecting the right and accurate information is the key to successful operation of the whole supply chain areas. For example, coordinating the daily activities and analysing the report will allow to improve the weak areas. Also, having such information will be importation to make decision for forecasting and planning the future demands, whether to stay in the current market or to find a new one.

vi. There are three essential decisions to make concerning the creation and holding of stock:

a) Cycle inventory – it is a type of inventory when producer or wholesaler keeps a large amount of stock in order to have the business running non-stop and satisfy customer request within shortest lead time. However this type has a higher cost to store, handle  and indemnify the inventory. Therefore, trade-off is between discount cost of product based on large amount of order and cost of cycle stock.
b) Safety inventory – as the forecast of demand might not be accurate each time, this type of inventory is used in order to be responsive to unexpected greater demands. The trade-off here is between either carrying the cost of extra inventory against the cost of losing sales because of having insufficient inventory.
c) Seasonal inventory – is a type of inventory which varies its stock quantity based on the seasonal demand of particular product. For example, demand on sun protection creams will go higher in the summer, whist in the winter the production will have higher rate on antifreeze. In this case the trade-off is between cost of having seasonal inventory and the cost of having more stretchy production capabilities.

2. “Location decisions have strong impacts on the cost and performance characteristics of supply chain”.
I find such a statement truthful due to several reasons. First of all, almost any business’s main goal is to cut the costs as low as possible and increase the profit. And choosing the right location is the beginning of it. As supply chain includes so many areas such as production, transportation, inventory, location and information it is without any doubt can be told one of the company’s highest expenses chain. 
Why location can impact on the supply chain? Let’s take for example the production location. Whether it is a factory or manufacturing plant, the production location can cause higher or lower cost based on the decision that has been made. Is the factory easy to approach for any transport that will collect the goods? What is the tax rate of particular area? What would be the labour cost? How far are the suppliers of small parts? What is the weather condition in that area? Will that cause a damage to any equipment? As you see there are so many factors that can affect both the cost and performance of supply chain. And it is just about production location, the impact could come from inventory location or transportation location too. 

3. 
a) Producers – are the participants of supply chain which make the actual product. That could be manufacturer of raw material, corporations that assemble the finished goods or organizations that raise animals, farm the land or catch seafood. This does not only include physical product, this also concerns intangible product such as music, software or a service. Product may also be service like, cleaning, laundry or teaching and so on. 
b) Distributor are the wholesalers in another word. These are the participants that buy the mass amount of product from producers and supply several product lines to consumer. Distributors are the ones who works on sales, advertising and finding a consumer. In addition to above said, distributors also perform function of inventory administration, warehouse operations and product transportation along with customer support and post-sales service. 
c) Retailers stock the inventory and sell the products in lesser quantities to the common public. They will cooperate with several product line distributor in order to provide the customer with bigger options. 
In our day to day life we use products that came to our hands through the chain of all those participants. That could be toothpaste, toothbrush, shampoo and so on. Nestle coffee we have every morning or Colgate toothpaste that we use are the producers of their product. Company that delivers that from producer facility to a supermarket where we purchase those items are the distributor. And for example, Wal-Mart where we buy those items are the retailers. 

Case study

· Supply chain for milk begins from farm land where farmer milks the cows. It might be bottled in the same farm or sent to another supplier for bottling the product. Milk then goes further down for distribution
· PE Diaries is a distributor of dairy product. Activities such as procurement of the dairy, distribution, protection and inventory management form the logistics of PE Diaries.
· PE Dairies is being pushed out of fast growing market where customers are offered so many different type of dairy products 24 hours a day 7 days a week at any shop or supermarket. PE Diary’s main logistics problem is distribution and inventory management. Few decades ago, not everyone owned transportation to go to the nearest shop and there were not many shops or supermarkets around to give the possibility for a client to purchase fresh milk or dairy product anytime. However now such product is available at any store in every corner. That’s why PE Dairies is losing its customers. Unstable range of customers and therefore non-identified number or exact order, leads company to face issues with inventory management too. To solve above said problems PE Dairies should concentrate on re-directing their distribution market for bigger customers than individual homes. For example,  fresh dairy delivery to coffee shops, bakery shops, or local grocery stores where PE Dairies could supply their products in larger quantities. Such list of customers would give PE Dairies the exact amount of order which would fix the problem of inventory management. Simon Hull would not have to carry stock and suffer the cost of inventory loss.
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