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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 a supply chain.
· Supply chain is developed to bring the supplier closer to the consumers.
· The producers can choose their locations regardless of a location of their customer, as supply chain will bring them closer.
· Producers can obtain economies of scale by focused operation in their facilities.
· Producers doesn’t need to hold a huge inventory of finished goods, as these are detained further down the supply chain closer to the consumer.
· Producers can offer less unit price and discounts to the wholesalers if they order material in bigger quantities.
· Wholesalers can maintain loads of stock from different suppliers, giving wide range of choices to the retailers.
· Wholesalers are closer to the retailers, offering shorter lead times.
· Wholesalers can offer quicker, more reliable delivery options, so the retailers can order goods in a smaller quantities (giving them a chance to save money on the inventory)
· Retailers can work On Minute operation, still giving reactive service close to the consumer.
· Transport is simpler, larger and more deliveries can reduce the costs.

ii. Companies in any supply chain can make their decisions individually and collectively in five areas. What are these areas?
· 1. Production – creation of master production schedules – taking in count the plant capacity, quality control, workload balancing and equipment presentation. 
· 2. Inventory – To decide how much stock should be held as a raw material, semi-finished or finished goods (considering costs, lead times and reorder points)
· 3. Location – Choosing the less expensive solution for the production and inventory storage space.
· 4. Transportation – Airfreight, Sea freight, Railways, Truck (considering costs, transit times, reliability)
· 5. Information – how much data should be gathered and shared in line to guarantee a better communication and better decision making. 
The above decisions will describe the effectiveness and capability of a company’s supply chain.

iii. How is a modern supply chain different from that of the past?
· The modern supply chain compared with the old one is open enough or can create the range of products that are on demand.
· The modern supply chain makes to companies works jointly – so every company can focus on their specialties what they do the best.
· The old supply chain was run their own warehouses, run their own production lines and run their own truck’s fleets. But now they have a chance to choose between cheaper options. For example outsource production to the other businesses, use a third party company for transport etc. This will help the businesses to attain high levels of operating competence.

iv. What is Inventory Management?
Inventory management supervises and manages the goods within the facility to a point, when a material leaves the inventory location. Managing an inventory means to make a decision how much raw material, semi-finished or finished goods should be held – keeping the inventory cost minimum but being able to respond to the sudden increases on time.

v. ‘Information’ is one of the five drivers of supply chain. Discuss the purpose of information in a supply chain.
Information is required to make decision the other chain drivers (Production, Inventory, Location and Transport). It is an important link between the operations and activities. As long as the information is precise, the companies in supply chain will be able to make the right decisions.
Information can be utilized for two purposes:
· Coordinating daily activities – weekly inventory levels, production schedules, transport passages, stocking sites.
· Forecast and planning – the information is utilized to make planned forecasts to guide a monthly and quarterly production schedules. Forecast information can be used to help to make decisions regarding weather to construct new facilities, enter on a new market or leave the current one.

vi. Name various types of inventory.
· Cycle Inventory – regular inventory, which satisfying the demand between purchases of the raw material or product. (Day to day products, require for an everyday production/life)
· Safety Inventory – as each forecast has some level of uncertainty (demand fluctuation), additional safety stock might be required in case the demand is unexpectedly greater than predictable, in line to support the requirements.
· Seasonal Inventory – this inventory is based on the expectation of expected increases in demand, which occurs at certain time of the year. (Christmas decorations, De-Icer during the winter period, Chocolate Eggs before Easter etc.)

2. “Location decisions have strong impacts on the cost and performance characteristics of a supply chain.” 
Various factors need to be considered, when the managers are making location based decisions:
· Cost of the facilities – can be higher or lower, depending of a location (facilities close to the railway, airport or seaport are more expensive, than the ones far from these points)
· Labor costs – In some areas/countries the cost of the labor is lower.
· Skills available in the workforce – even if the labor cost is low, this doesn’t mean that the workforce is qualified enough. Due to this, a skilled workforce and a cost of labor should be in balance.
· Transportation conditions – which mode of transports are available in the area, and which are the preferred once for the certain business.
· Taxes and Tariffs – different taxes and tariffs are applying for different kind of businesses in different countries.
· Nearness to suppliers and customers – being close to the suppliers or/and customers, reducing the cost of the transport and giving a luxury to react in a shorter period of time for different kind of demands.

3. Write short notes on the following participants of supply chain: 
a. Producers – producers are making products – raw material producers (drill for oil or gas, catch seafood, raise animals, growing vegetables and fruit); not tangible items (music, software); service (cleaning, teaching)
[bookmark: _GoBack]b. Distributers – take the inventory from the producers and supply a bundle of different products to customer. Distributors sell their products in bigger quantities and they store the inventory from the producers and supplying the products when and where the customer wants them.
c. Retailers – holding a lower amount of inventory and sell in lower quantities to the common public. Retailers are closely tracking the demand and preferences of the consumers.

Case Study
PE Dairies gives 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 at keeping this waste down to two percent of sales. There are also problems maintaining a service during holidays or when PE has difficulties with their deliveries. Perhaps Simon’s main concern is maintaining his sales over the long-term. Demand for doorstep deliveries is declining, as people buy more milk at supermarkets. The number of milkmen in his area has 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 products, etc.

- Describe the supply chain for milk.
· Production (raising and feeding cows, goats)
· Milk transport (transporting the raw milk to the production lines)
· Processing – variable steps of production, depending the nature of the final dairy product
· Packaging
· Transport to the distributors
· Distribution
· Retail/Supermarkets

- Where does PE Dairies fit into this? What specific activities form the logistics in PE Dairies?
· Raw material production
· Processing/Production (production of different kind of dairy products)
· Packaging
· Transport – offering door to door home delivery of finished products to the end consumer

- What are the main problems that PE Dairies has with logistics?
· Daily demand fluctuations
· No inventory location close to the end consumers (cold storage location to extend the lifetime of a dairy products) – if not achievable, the products which not sold on the very same day, can be sold to the distributers
· No reliable transport and manpower during the holidays – involving a third party transport company or/and working with an agency who can send manpower “on demand”, when PE Dairies is struggling.
· PE Dairies cannot maintain the sales over a long term – PE Dairies might worth to consider to sell the raw products or a finished products to the Distributors/Retailers.
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