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Assessment 1/ Unit 1 –Overview of Supply Chain Management
Ashlie Green 
14th April 2017
1. i. The main benefits of having a supply chain are making profits, however this can also save costs and time in terms of transport and logistics. Therefore business will be able to use costs to expand other areas of the business such as developing and training. Supply chains close gaps between suppliers and consumers when they are at a distance. Producers of consumer goods place their operations in suitable areas regardless of where their consumers will be. Supply chains help to bridge the gap between the operations and final consumers. Producers do not have to maintain stocks/ inventory of a large amount of finished stock as these can be stored further down the supply chain. Wholesalers can buy the stock in bulk, reducing the costs for retailers further downstream.

ii. The five areas businesses make decision individually and collectively. Production, this is based on market demand and what is planned to be sold. This will be planned by monitoring which products should be made and in what quantities. Inventory, how much stock should be stored. What should be built up in the inventory/ stocks to meet demand of downstream. What should be stored in terms of raw materials, finished goods and semi-finished goods. Location of storage; where should the finished goods be stored and what location in terms of saving time and costs. Transportation; how should goods be transported between one supplier to another. Method of transport will have to be decided upon in terms of time constraints and expense. Information; accurate information has the chances of having better coordination, better delivery times and better plans for inventory.

iii. Supply chain differs from that of the past because in the past the end result was a slow moving, mass market. In the present the end result is fragmented and fast moving. E.g. companies once ran their own storage facilities or would have their own transport fleet. Now companies have to decide whether it is more cost effect to outsource processes, so it becomes fragmented. Companies locate other businesses which can carry out areas of the supply chain, businesses now perform virtual integration.

iv. Inventory management is what stock should be placed at every stage in the supply chain. How much stock (quantity) should be stored of each product/material in order to meet demands, but also not take up too much storage which would create issues for other stock. Inventory can act as a buffer against the unpredictable nature of ale forecasts. Inventory can be built up when a season related to the nature of the business is about to come. The more surplus capacity a production facility has, the better ability to meet consumer demand, however this is grater in expense.

v. Information is the baseline for the other 4 drivers of supply chain, information is important as data will need to be accurate, well timed and complete. Information helps business meet the maximum profitability margins. Information is utilized for two main areas of a company’s supply chain. Information helps to aid in daily activities namely in production, logistics, inventory, location. Supply chain utilizes data on product supply and consumer demand to make decisions on inventory controls, planning and production levels (e.g. which product to make), transportation and stocking sites. Information is used in forecasting and planning, planning may work with sales to foresee future demands. Available information, perhaps, historical will be used to make planned forecasts of sales. This will guide production schedules and timetables. Information is also used for forecast which help to provide decision makers on whether to stay in a market, enter a new market or perhaps open a new facility.

[bookmark: _GoBack]vi. The various types of inventory; Inventory is spread throughout the supply chain process and consists of everything from raw materials, to semi-finished products, to finished products which are stored by the manufacturers, distributors and retailers. Cycle inventory - which is used to satisfy the demands for products as and when required. Cycle inventory involves buying bigger lots for storage which carries bigger costs downstream from the supplier. Safety Inventory – which is used as a margin between ambiguity of planning for demand.  Sale forecasts have ambiguity so there is a margin of a lesser or greater amount which enables bigger storage in the event of demand being greater than the product produced. Seasonal Inventory – the inventory is stocked up the meet seasonal demand e.g. a pharmaceuticals for cold and cough medications would have a greater demand in winter.

2. ‘Location decisions have strong impacts on the cost and performance characteristics of a supply chain’.
The location of a supply chain facility means the geographical area in which a business is placed and decisions will need to be made in terms of which operation is carried out at different facilities. When making a location decision there are a number of factors which will need to be considered; 1.the cost of facilities in terms of rent, electricity and other bills. 2.labour costs, how much workforce is going to be needed to create the demand required and wages vary be geographical area e.g. wages are lower outside of London. 3. Skills available in the workforce in terms of finding the right people in the area, there may need to upskilling of the workforce which will cost time and money for training or you will not have the correct workforce to perform the jobs required. 4. Transportation conditions, in terms of public transport running nearby the facility as not all of the workforce will be able to drive particularly if the workforce will be paid minimum wage. If the business does not have enough employees then the business will not able to perform 5. Taxes and tariffs, taxes vary by country 6. The location of other suppliers, the cost for receipt of other products for upstream may cost more if the goods have be transported further or by method of air. This would not only be more costly, but would also take longer and may hinder the delivery and performance. Location requires a large of amount of money in the short term, for a long term goal. Once the location has been decided, the size and number of the facility can be decided upon. This will affect the performance of the business in terms of meeting consumer demand.

 
3. Participants in the supply chain
A. Producers – individuals who make products, this can be raw materials or finished goods. This can also consist of A farm which raise animals or fishermen who catch fish. A product can also be a product which is not tangible such as music or arts. A producer can also be an individual who provides a service such as a window cleaner. 

B. Distributors – Distributors are businesses which take inventory in mass bulk from the producers. Distributors sell to other businesses or to customers. They will usually sell bigger quantities than a retailer would supply. They cushion the retailer from variations in demand and are usually in the form of wholesalers. A distributor may also be a broker who between the producer and the consumer e.g. a mortgage broker or a broker for vehicle insurance. They never actually take hold of the products or services themselves. 


C. Retailer – A retailer takes inventory and supplies it in lesser quantities to the public than a wholesaler would. A retailer has to closely track the demands and interest of the market of consumers the products are being sold to. Retailers construct the price, convenience and service as the main drivers to attract consumers to the products they sell. 

4. PE dairies and the supply chain for milk
actor


Specific activities of logistics of PE dairies: 
· Buys goods from the distributor or producer in bulk based on demand and forecast of sales. Builds up inventory.

· The farms produce the milk where the animals are kept, the milk is collected by a diary collection service, this will move onto a dairy which will pasteurize the milk, the milk is then moved to a bottling/ packaging facility, the milk is then bought by the distributors who act as a wholesaler, PE dairies will buy from the wholesaler in order to buy in large bulk quantities.


Problems with logistics at PE dairies:
· Sticking with the same area and market. Perhaps it may be time to move to a new market.
· Individuals are buying from the supermarkets which may mean trying to buy from a different distributor with cheaper costs or perhaps buying from the producer direct.
· Problems with the type of inventory build-up. Chose a different type of inventory build-up which takes into account that demand will be less over the holiday period, so perhaps adopt seasonal inventory approach.
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