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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. 
	Please insert your completed assignment ( in word format)  here:

Question 1

I. There are many significant benefits of supply chains, one of these is when consumers are a distance from the products production location. It would be inefficient for every consumer to travel a vast distance to purchase a product. Instead a extended supply chain can be used to deliver the products to the client. Another benefit of a supply chain is the ability the stock products when in abundance at a location away from the main production area. This allows for the continuation of production but maintains a steady flow of product from dedicated storage depots. 

II. Business’ must be versatile enough to make key decisions both individually and jointly in many areas. Firstly production, which is when it is decided which products are currently being demanded by the market and in what amounts, whilst taking into consideration quality. Inventory is also considered, such as how large of a stock level should be kept, in raw, semi-finished and finished products. Location decisions are also to be made, these include proximity of production to demand area and real estate costs. The means of product transportation should also be considered. Movement by road and air are costly but vastly more expensive than slower methods such as sea and rail. The decision over the sharing of information should also be made both individually and jointly, things such as how much should be shared and in what manner.

III. Companies used to operate a process known as ‘vertical integration’ within their supply chains. This meant that a single company often operated their full supply chain independently, for example harvesting the raw material, turning them into finished goods, owning a fleet of distribution vehicles, and the final distribution centre such as a shop. However modern companies tend to follow ‘virtual integration’ instead. This means companies tend to focus and specialize on one key area, such as the creation of finished goods, they then contract or outsource other elements of their supply chain to external companies. This could include things such as contracting a dedicated transport company to collect and deliver their products, rather than doing it inhouse. 

IV. Inventory management is the process of managing a company’s stock and product levels. Whether this be by planning productions flow, distribution flow and products on hand, they all have determining factors on a company’s inventory levels. Keeping large amounts of stock on hand enables short order lead times and the ability to quickly react to demand surges. However large amounts of stock acquire storage costs, as well as the fact that unsold stored products are a financial holding. 

V. Information is arguably the most important factor within a supply chain, without information it would prove very difficult to operate an efficient supply chain and carry of the other driving factors. Information allows you to coordinate the daily running of the supply chain. Information on demand, location, production, inventory and transportation are all required to operate a successful supply chain practice. Information also allows to you plan and predict how your future supply chain will need to react to cover changes in demand and possible expansion.

VI. There are 3 main types of inventory within a supply chain. Cycle inventory is the everyday inventory of raw materials, and finished products that are required to supply the demand. Companies will often buy this inventory in large batches, in order to profit from economies of scale. This can come at a disadvantage when storage costs are considered but is often seen as the best method to guarantee the flow of product and is widely used across business. The second kind of inventory is safety inventory. Safety inventory is a level of inventory kept to cover off uncertainty, whether this be in the forecasts in demand, or in a fall down from an outsourcer. A safety inventory is always a bonus when entering new markets, where there is uncertainty over demand. Seasonal inventory is an inventory that is built up to cover off predicted rise in demand. Companies will often over produce throughout their lower demand periods in order to build up excess stock for busier or ‘seasonal’ periods. 


Question 2 

“Location decisions have strong impacts on the cost and performance characteristics of a
supply chain.” Is a heavily discussed point within supply chain management, with many contributing factors. Firstly, locations decisions are ones which involve large levels of investment, as well as long term permanent plans, wrong decisions regarding location can have a costly and divisive impact on a company’s supply chain efficiency. A company may decide to locate close to its demand in order to speed up its delivery and receipt, this may be costly as land and labour in this area could be expensive, however they may determine that this cost is warranted to achieve its objectives. Other companies who do not require such a fast delivery timescale could well opt to locate itself further afield, where it can choose a cheaper location that would not have a negative effect on its supply chain. 

Another location decision that may have a dramatic cost on a company’s supply chain performance would be whether to consolidate itself within fewer locations, to benefit from economies of scale, or whether to spread itself out across more locations. Having a more dispersed location strategy would help with the company’s responsiveness and receptiveness. 

Decisions on location will strategically affect a business’s ability to create and deliver its products to the consumer and should therefore not be taken without comprehensive research into the positives and negatives of its possible location choices. The use of information, one of the other main drivers, would heavily aid in making an informed decision on location.



Question 3

Producers – Producers are the member in the supply chain that directly create the product. They are those that mine the raw materials such as oil, lumber and coal. They are also those that turn raw materials into finished goods, such as oil into fuel and lumber into furniture. Producers don’t just have to be creators of physical products, but also producers of services and none physical products such as music or providing a cleaning service. A large number of modern producers of moving away for the production of raw products and more towards production of non-tangible items or services. 
Distributors – distributors of the operator in the supply chain whose role it is to act as the ‘middle man’ between producers and retailers. They often both hold and sell stock in large quantities in order to take the benefits of economies of scale. Distributors often take the burden of transportation, delivery, advertisement and storage and sales away from the producer in order to allow them to focus solely on production. Distributors will often sell their stock onto smaller retailers at an increased margin to that of which the purchased it from the producer. Producers will allow this mark up as a benefit of not having to deal directly with a mass of retailers and consumers themselves. 
Retailers – Retailers often purchase their stock from distributors, but in lesser quantities than distributors from producers. Retailers enjoy purchasing from distributors as it gives them a single point to direct any queries, rather than having to go direct to the producer. Producers closely track the demands of the consumers and feed this back up to both distributors and producers. 


[bookmark: _GoBack]Question 4 – Case Study

The supply chain for milk follows a fairly traditional basic supply chain format. The raw milk is collected in its raw goods format from a typical dairy farm, it is then moved via a tanking transport company to a dairy or pasteurizing plant, where the milk is cleaned and converted into a semi-finished product. This can then be moved onto several other further finishers, whether this be to other food processing plants for converting to products such as cheese, or to a bottling plant as raw milk. The bottled milk is then sold to distributors in bulk. The distributors will then further sell on to retailers such as supermarket, where the product is finally passed to the consumer. PE Dairies fits into the retailer section of the milk supply chain. The company takes milk and associated products and provides a doorstep delivery service. PE Dairies logistics process include the delivery, advertisement, and customer care activities that are associated with being a retailer, however due to increasing competition from larger supermarket chains, providing these services at a high and consistent standard can prove difficult. Although a retailer like a supermarket, it can be assumed that PE purchases its milk from a distributor in much smaller quantities than a supermarket and therefore does not benefit from economies of scale to such a large extent. This could ultimately mean that to keep its profit margins at a sustainable level, PE would be required to sell its products at a higher than average price. This combined with the ease of visiting the supermarket to buy milk, could be one of the reasons why he has seen a demand for doorstop milk services declining. One of the main issues with PE Dairies logistics is that he is unable to stock large quantities of milk due to the products short shelf life, this means he is unable to benefit from economies of scale, as well as cope with the variation in daily demand. It is mentioned that PE sometimes had issues with delivering its products. A solution to this could be to shift to a more modern supply chain and outsource his delivery logistics to an external company. Following the new supply chain method, a move to become a distributor would allow PE to benefit from economies of scale to a greater extent, utilizing a delivery company as the retailer and thus negating their personal delivery issues. 
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