Assessment 1: Overview of Supply Chain Management

1. Give short answers to the following questions:

i. Outline the main benefits of a supply chain
· Benefits for the Producers: 
Production factories can be located regardless of the distance between them and suppliers or customers;
Concentrating certain production processes in big facilities can bring the benefits of economies of scale;
There are many different companies involved in a supply chain, which means that the producers do not need to stock big volumes of finished product because this will be done by distributor down the line and closer to the final consumer; 
· Benefits for the Wholesalers:
Costs can be reduced by getting a price discount for bigger quantities ordered;
There are variety of products from different suppliers that wholesaler can hold in stock, which makes them more competitive by being able to offer a choice of products to the customer;
Lead times to customers are reduced due to closer locations of the wholesaler;
· Benefits for the Retailers:
Reliable wholesaler’s deliveries allow the retailers to keep less stock quantities and to provide immediate service to customers;
· Supply chain allows for reduced delivery costs through a less frequent, larger and simplified means of transport;
· A company or organisation can evaluate a particulate process where they perform the strongest and concentrate on this process. Thus, they can improve their expertise in this field and become more competitive, which leads to better service provided to customers 

ii. Companies in any supply chain can make their decisions individually and collectively in five areas. What are these areas?
These are the performance drivers that define a company’s level of competence and efficiency based on their decisions as part of a given supply chain: Production; Inventory; Location; Transportation; Information.

iii. How is modern supply chain different from that in the past?
The supply chain in the past used to serve a slower moving mass market. In general, there was less diversity of companies participating in a given supply chain as major manufacturers tent to cover as many processes of their supply chain as possible. This trend is known as Vertical Integration and the idea was a single organisation to benefit from larger scale operations.
In contrast, the contemporary fast-moving market is influenced by ever increasing demands of the customer regarding the quality of products or services they require. One organisation with businesses that encompass different sections of the whole supply chain, could no longer be flexible and open enough. This has led such organisations to reconsider their capabilities and focus on what they do best while outsourcing the rest of their operations to several different companies. 

iv. What is Inventory Management?
Inventory Management is to take decisions that aim to help finding the best balance between efficiency and responsiveness. This is taking place at any stage of the supply chain and means allowing enough stock of inventories a business can keep at any time to answer variable demands while maintaining such stock levels at a minimum to avoid overstocking and financial loss.


 

v. ‘Information’ is one of the five drivers of supply chain. Discuss the purpose of
information in a supply chain.
‘Information’ is the interlink between the other four drivers and is the source of the success or failure of a business. With accurate and up-to date information, the right decisions can be made in relation to what product, how much and by when to be produced; what inventory to hold in stock, best levels and reorder points; where is the best location for production factory or warehouse; should existing or new built facilities be used; what means of transport is the most suitable for the type of business. 

vi. Name various types of inventory.
a) Cycle inventory
b) Safe Inventory
c) Seasonal Inventory

2. “Location decisions have strong impacts on the cost and performance characteristics of a
supply chain.” Discuss

The factors that need to be considered when deciding the geographical area where to establish supply chain facilities have very strong implications on the future performance and financial success of the supply chain. Transport costs could be reduced if processes are concentrated in fewer locations, but this would mean lower level of responsiveness, bigger size of the facilities and more workforce needed. Is all this workforce available around the chosen location and is it at the required professional level? Is the bigger investment associated with this scenario going to be justified in long term by the potential savings of having fewer facilities along the supply chain?
Another approach is to have more facilities involved at various locations and the cost of this is higher, but sites will be closer to the final customer and lead times for deliveries will be significantly shorter. This improves performance and have a positive effect on customer satisfaction – leading to bigger sales and more profit.
Choosing location is choosing a business strategy based on cost, workforce, distance to consumer and means of transport. The cost to establish supply chain facilities at one location comparing to another will differ and will firstly implicate the company’s budget. In the long run though such decision will greatly contribute to the profit the company makes. This is because its positioning on the map would define the rest of the performance factors – workforce, distance and transport.  

3. Write short notes on the following participants of supply chain:

a) Producers:
· Companies that extract raw materials such as timber, minerals or oil and gas. Farms that raise animals or fisheries are also raw materials producers
· Manufacturers of finished goods – corporations that use raw materials or assemble parts, produced by several different companies to make a finished product 
· Various service providers such as Internet providers, Dry cleaning, Dentist, Builders e.c.t. 
· Producers of not tangible products such as Entertainers, Music or software producers, Designers
b) Distributers:
· Companies that take goods in big quantities from the producers and stock them to satisfy customer needs, where and when required, are distribution companies known as Wholesalers. They sell the goods in bulks to other businesses, usually to Retailers, as normally an individual would not buy in such quantities. The distributor advertises the product, finds clients, keeps inventory records, carries warehouse operations and transportation and provides after-sale service to the customer.  
· Some distributors do not hold product stock and only act as a direct link between producers and customers by advertising and selling the goods. 

c) Retailers: 
[bookmark: _GoBack]They also keep abundant stock, but unlike distributors - where less variety of goods are stored in big quantities according to the type of business, retailers would normally have in stock less quantities of extensive choice of goods. These businesses are in direct contact with final customers and to boost sells they can offer discounts, promotions, regularly improved facilities, home deliveries. 

4. Case study

· Supply chain for milk:
Simon Home Delivery
Clients

PE Dairies
Dairy Plant
Dairy Farm





· In the above supply chain, the milk is produced on a dairy farm and might be also processed there or at a dairy plant. PE Dairies is a distributor and serves as a direct link between producers and end consumer by delivering the milk straight to the customer’s doorstep. 
The logistics of PE Dairies consist of collecting the milk and other dairy products from their producers and then delivering them to happy customers. 
· Often Simon has carried extra stock in case the demand for the day is higher. This can incur financial loss if there is a left over, which must be thrown away. 
· The first problem here is lack of information – perhaps Simon should know better how many customers require milk delivery the next morning, load his delivery vehicle with the exact amount, and probably top up with enough extra bottles to equal 2% waste. In this case every customer will be covered and if Simon doesn’t sell the extra milk, he will sure be within his wastage limits. 
· The other logistics issue Simon has is the fact that whatever he cannot sell, he must dispose of. This means his delivery vehicle is not refrigerated, otherwise he could keep the left-over milk for the next day delivery.   
