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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. Give short answers for the following questions.

i) Outline the main benefits of the supply chain:

· Producers place operations in the finest locations, regardless of the locations of their consumers. – This is to be most cost efficient whilst always making sure product can flow effectively. 

· By focused operations in big facilities, producers can obtain economies of scale. – Generating more profit for the business as the cost of production falls and the convenience to buy rises.

· Producers do not maintain huge stocks of finished goods, as these are detained further down the supply chain closed to customers. – Not sitting on unsold stock reduces costings and means supply is only being met with demand.

· Wholesalers put big orders, and producers pass on lesser unit costs in price discounts. -  Both parties win the producers are not sitting on finished unsold stock and the wholesalers receive needed stock at a discounted rate.

· Wholesalers maintain stocks from a lot of suppliers, giving retailers an alternative of goods. - Giving retailers a wide range of stock means more option of price, size and quantity. This gives the customer more option at the end transaction and supply demands are met. 

· Wholesalers are close to retailers and have little lead times. - Reducing lead time reduces the supply chain pipeline time thus creating a more efficient supply chain. Needs can be met faster.

· Retailers take lesser stock as wholesalers offer reliable deliveries.- Taking less stock more frequently has a range of benefits such as; preventing wastage, reducing of transport costs and a consistent flow of goods means a healthy supply chain.

· Retailers can have minute operations, giving a reactive service close to customers. Having a reactive service will attract more customers and give a professional look upon the company.

· Transport is simpler, larger and fewer deliveries reducing costs. Organisations’ can expand expertise in particular kinds of operation.- Not only reducing costs but expanding expertise creates a more beneficial company and supply chain.

ii) Companies in any supply chain can make their decisions individually and collectively in five areas. What are these areas?

· Production – the manufacturing of product to supply for demand, i.e. what quantities and what products will mostly affect the market. You also need to consider the manufacturing capabilities but still to ensure the quality of the product.

· Inventory – How much stock is cost affective to keep? Keeping the supply chain running with the correct levels of product. Making sure there is a percentage of extra stock in case of shortage. Correct stock levels and re order levels will help reduce cost and wastage. Costing the company less increases profits.

· Location – when choosing the correct location for facilities the following needs to be considered; what is the most cost effective? How productive will it be? Will transport routes be adequate? These could be new or old facilities. Making the right decision is a difficult task itself.

· Transportation – having frequent deliveries of less product reduces transport costs. When choosing the method of transport the need for demand needs to be considered and deadlines are to be met. Air and road are fast and efficient but costly whereas sea and rail are cheaper but time consuming.

· Information – Sharing of information is important it enables staff to plan tasks such as when to replenish stock and to be able to meet deadlines most efficiently. Resulting in a more coordinated supply chain.




iii) How is a modern supply chain different from that of the past?

· The modern supply chain is more adaptive than that of the old. Companies wanted to control their own supply chain making more profit for themselves. Eventually needing to adapt to the fast growing supply chain, companies had to look at being cost effective and integrate with other companies to expand their reach.


 
iv) What is inventory management?

· It is the forecasting of stock by use of data. It has to be done in such a way that is cost effective, always having the correct levels. But to limit wastage and shortage and increasing profit.

v) ‘Information’ is one of the five drivers of supply chain. Discuss the purpose of information as a supply chain.

· The correct use of information gives us a well-structured way of forecasting and planning such as stock levels and meeting deadlines. Having used data to be proactive and efficient this enables daily activities to be carried out with ease. Not being concurrent and not using information given can result in the collapse of a sector within the supply chain.

vi) Name various types of inventory.

· Cycle inventory – the quantity demanded by the consumer. Normally done in bulk – companies are normally hit with big price tags, due to handling of such large quantities. But reduce their cost by buying in bulk.

· Safety inventory – this is the added percentage of stock used as a barrier in case of a shortage or provisioning error. This enable the supply chain to run without running out of stock.

· Seasonal inventory – using a certain item at a certain time of year – ideally to produce the product when the usage is low to reduce costings and then have the correct amount of stock at the right time to satisfy the customer.
 

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

The location of a business has a major factor with cost and performance. 

Consider the following. Should the company expand current facilities or move entirely? 

This could mean being closer to suppliers and consumers, but it may or may not mean faster transport routes, factoring in that the road conditions could be bad. 

But let’s say transport routes were good and efficient, It could still mean it may not be cost effective long term. Because of the cost of moving the facilities, running of the facilities, considering taxes, tariffs, the local skill set and labour costs as well. 







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

A. Producers – A person or business that whether it be the manufacturing of raw material or unfinished products they make it for sale. It can also come in the form of a service such as cleaning and healthcare.

B. Distributors – the distributor identifies the consumers needs and sells on more of an individual basis or to other businesses. It is normally a business i.e. wholesalers which buy in bulk from the producers. They take control of certain products and are normally in charge of the advertising of these products.

C. Retailers – they are either a person or business which sell to the public in smaller quantities. They identify and track the needs of the consumers, so they in- stock and sell it by attracting customers attention with deals such as low price or the convenience of a product.

Case study


Describe the supply chain for milk.

· The supply chain starts at commercial dairy farms. Raw milk is produced. It is then collected in bulk. It is then taken to dairy product factories or secondary dairy producers, where it is tested and made into milk, butter, and cheese. Then it is sold on to distributors.  

Where does PE Dairies fit into this? What specific activities form the logistics in PE Dairies? 

· PE Dairies offers a door to door service the products come from the producer and straight into the customers fridge the service he offers is convenient. 

What are the main problems that PE Dairies has with logistics?

· It’s always uncertain of usage levels so Simon carry’s extra stock – this can lead to wastage and loss of profit.
· He has problems maintaining his service during holidays or when he has difficulties with shipments – this tells me product flow is not always consistent.
· Maintaining his sales when door to door services are declining due to supermarkets the number of milkmen in his area have declined rapidly -Simon is able to generate new custom through advertisement and convenience, but he should look at broadening his services by supplying to a supermarket chain.
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