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INSTRUCTIONS: 
(i) Answer Any THREE questions
(ii) Do not write on the question paper
(iii) Show your working clearly 

Question One
Sarah owns and operates a small factory that manufactures plastic bottles which she sells to bottling companies.
Additional information:
· Annual demand is 1 million bottles spread evenly over the year
· Setup cost is $5000 per batch
· Holding cost is $3 per annum for each bottle
· Maximum production capacity is 2 million bottles per annum
· Currently, bottles are manufactured in 10 batches

(a) Find the optimum production quantity that Sarah should produce to minimize her costs. 											(8 marks)
(b) Calculate the current annual holding cost and setup cost. 			(6 marks)
(c) Calculate the saving to Sarah if she adopts the EBQ 				(6 marks)

Question Two
(a) Discuss 10 major challenges faced by the agribusiness sector within its support systems. 											(10 marks)
(b) Discuss the major players in the agribusiness sector and their major activities in making the supply chain successful. 							(10 marks)

Question Three
Mark owns a fish shop where he sells an exotic variety of tuna fish which he imports from Japan.
Mark refrigerates the fish in a cold storage facility near his shop that charges him a fixed annual fee of Shs. 100,000 and variable charge of Shs. 500 per day for each fish container that is stored.
Every morning, Mark brings fish from storage to his shop for sale.  Mark estimates that he incurs Shs. 1,000,000 electricity cost each year on refrigerating the fish inside his own shop. 
Mark incurs the following ordering costs:
· Delivery charges of Shs. 1,000,000 per delivery
· Import duties of Shs. 30,000 per carton
· Custom fees of Shs. 50,000 per order
· Import license fee of Shs. 15,000 per annum

Mark currently imports fish by placing one order of 20 cartons every month.  Each carton costs shs. 200,000.
Mark is wondering if he can save inventory costs by adopting EOQ model.
(a) Calculate the current annual total inventory cost.				 (10 marks)
(b) Calculate the economic order quantity. 					(5 marks)
(c) Calculate the annual total inventory costs if EOQ is used. 			(5 marks)

Question four
Assuring quality from farm to fork is one of the key elements of efficient agricultural supply chain management systems.  Grading and quality management play an important role in maintaining and improving quality in Agri-supply chains.  Elaborate, using a product of your choice, the agribusiness process of grading that ensure products brought to the market are competitive in prices. 									(20 marks)
…………………………………………………………………………………………………….
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