Unit 3
Q: 1 Give short answers for the following questions:
I. Outline the main benefits of a supply chain
Benefits of a supply chain:

- Improved quality control

- Reduced overhead costs

- Improved risk mitigation

- Higher efficiency rate

- Boosted collaboration level

- Improved product and material flow

- Seamless information flow

- Enhanced financial flow

II. Companies in any supply chain can make their decisions individually and collectively in 

five areas. What are these areas?
- production

- inventory

- location

- transportation

- information

III. How is a modern supply chain different from that of the past
Traditional distribution channels typically have an order fulfilment time of 10 to 30 days. But if something went wrong, this time would increase dramatically. It was a common practice to maintain inventory at every stage of the supply chain like retailers, wholesalers, and manufacturers. The market was characterized by scarcity to the primary goal of traditional model was to ensure availability of products. However today customers want more options in product offerings. Modern supply chain is geared towards meeting the changing consumer needs. Transportation capacity and operational performance has become more reliable and economical. Logistical systems are capable of capable of delivering products at exact times. Now customer orders can be fulfilled faster. With massive development in information technology, the need to maintain inventory has reduced dramatically. The occurrence of failures, characteristic of traditional supply chain, has been replaced by a commitment towards zero-defect of six-sigma performance. In essence a high level of performance is achieved at a lower total cost with commitment of fewer financial resources than that in the past.
IV. What is Inventory Management?
Inventory management refers to the process of ordering, storing, and using a company's inventory. These include the management of raw materials, components, and finished products, as well as warehousing and processing such items.
V. ‘Information’ is one of the five drivers of a supply chain. Discuss the purpose of information in a supply chain.
Information is crucial to the performance of a supply chain because it provides the basis on which supply chain managers make decisions. Information technology consists of the tools used to gain awareness of information, analyse this information, and execute on it to improve the performance of the supply chain. Information is essential to making good supply chain decisions because it provides the broad view needed to make optimal decisions.

VI. Name various types of inventory
- Cycle Inventory

- Safety Inventory

- Theoretical Inventory
- Anticipation Inventory

- Buffer Inventory

- Raw materials Inventory
- Seasonal Inventory

- Transit Inventory

- Work in progress Inventory

- Finished Goods Inventory

Q: 2 “Location decisions have a strong impact on the cost and performance characteristics of a

supply chain.” Discuss
Location decisions have strong impacts on the cost and performance characteristics of a supply chain. When making location decisions, managers need to consider a range of factors that relate to a given location including the cost of facilities, the cost of labour, skills available in the workforce, infrastructure conditions, taxes and tariffs, and proximity to suppliers and customers. Location decisions tend to be very strategic decisions because they commit large amounts of money to long-term plans. Once the size, number, and location of facilities is determined, that also defines the number of possible paths through which products can flow on the way to the final customer. Location decisions reflect a company’s basic strategy for building and delivering its products to market.

Q: 3 Write short notes on the following participants in a supply chain:
a. Producers
Producers are organizations that make a product: producers of raw materials and producers of finished goods. Producers of raw materials mine for minerals, drill for oil and gas, and cut timber, farm the land, raise animals, or catch seafood.

Producers of finished goods use the raw materials and subassemblies made by other producers to create their products. Producers can create products that are intangible items such as music, entertainment, software, or designs. A product can also be a service such as mowing a lawn, cleaning an office, performing surgery, or teaching a skill.

b. Distributors
Distributors are companies that take inventory in bulk from producers and deliver a bundle of related product lines to customers. A distributor can take ownership of significant inventories of products that they buy from producers and sell to consumers, or only brokers a product between the producer and the customer and never takes ownership of that product. The distributor is the agent that continually tracks customer needs and matches them with products available.

c. Retailers
Retailers stock inventory and sell in smaller quantities to the general public. Also closely tracks the preferences and demands of the customers that it sells to. It advertises to its customers and often uses some combination of price, product selection, service, and convenience as the primary draw to attract customers for the products it sells.

CASE STUDY
PE Dairies provides a home delivery service for milk, dairy products and a range of related goods. Simon Hull has run the dairy for the past 10 years. His product is a combination of goods (the items he delivers) and services (the delivery and associated jobs he does for customers).

There are several specific problems facing PE Dairies. There is, for example, some variation in daily demand, so Simon has to carry spare stock. He cannot carry too much, as dairy products have a short life and anything not delivered quickly is thrown away. Simon aims to keep this waste down to two percent of sales. There are also problems maintaining a service during holidays, or when PE has difficulties making their deliveries.

Perhaps Simon’s main concern is maintaining his sales over the long-term. Demand for doorstep deliveries is declining, as people today buy more milk at supermarkets. The number of milkmen in his area declined from ten in 1990 to three in 2007. Most of Simon’s customers have been with him for many years, but he generates new custom by canvassing, delivering leaflets, special offers and a variety of other methods.  

A. Describe the supply chain for milk
- producer: PE Dairies

- raw material: milk

- products: milk, dairy products and a range of related goods, delivery services and associated jobs

- distribution: PE Dairies doorstep delivery

- client: private residents
B. Where does PE Dairies fit into this? What specific activities form the logistics in PE Dairies?
PE Dairies is both Producer and Distributor. The logistics part is formed by Doorstep Deliveries with the Milk Trucks to the homes of their private clients

C. What are the main problems that PE Dairies has with logistics?
- Milk products have a short shelf life which means incapacity to hold stock for too long 

- Variation in daily demand

- Maintaining service during holidays

- Reliability of service caused by unexpected difficulties making deliveries

