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	Q: 1: Give brief answers for the following questions:


I. Time series method used for forecasts in supply chain based on the assumption that;

a) Demand is strongly related to particular environment factors

This is the casual method of forecasting. In this method it is assumed that demand is related to an environmental factor that increases or decreases the demand for a product. There is a casual relationship in between demand and a particular factor that determines the demand. Increase in demand for water heater is related to the climatic change in the environment. For example, the demand for water heater increases in winter time.

b) Historical patterns of demand are a good indicator of future demand.

This is the time series method of forecasting. In this method the forecasting is based on historical data. If there is sufficient available data about the demand in the past it can be a good indicator that demand in future could be the same in the past. This method could be successful if there is sufficient dependable data and the market is steady and the past data does not have much difference in between them.

c) What will happen if a competitor opens a new store nearby?

The demand for the product can decrease in the market due to increase in the supply of a particular product or line of product if a competitor opens a new store nearby. The price for the product can decrease because of the same reason.



II. Explain the four variables of supply chain forecasts.

1. Supply-

Supply is quantity of a particular product available in the market. It is determined by the number of manufacturers of a particular product. Supply increases when the number of manufacturers increases while the lead time for the particular product decreases. Supply decreases when the number of manufacturers decreases or the lead time of the particular product increases. 

2. Demand-

Demand is the collective demand for a particular line of product or services in the market. Demand for a product in a mature stable market remains comparatively unchanged helps predicting the demand for the coming years and on the other hand unstable market makes forecasting difficult. Some products have seasonal demands and have higher demands on particular seasons. 

3. Product characteristics

Product characteristics it the features of a product consumed by the consumers. The time frame of forecasting for grown up products will be much longer than products which develop faster. 


4. Competitive environment

Competitive environment is the activities of a manufacturer and its competitor in the market. It is effected by the price of similar products and promotions, discount sales, introduction of a new product in the market and a new manufacturer of a similar product.


III. What is the quantitative forecasting method in supply chain forecasts?

(a) Causal method

Causal method is one of the quantitative forecasting methods that assume demand is related to some other variable in the market or environment. Both the demand and the variable have a relationship that increases and decreases the demand with the change in the variable factor.  

For example, the demand for the motor vehicles increases when the price for fuel goes down.



(b) Time series method

Time series method is based on the demand of past patterns. Demand is predicted by looking at the demand in the past for the particular product. This method works well when there is sufficient data of the demand in the past. It can be applied when the data of the past does not have much variation in the demand.


IV. Outline the different ways used for managing credit risks.

There are many different ways used for managing credit risks. 

(1) Companies can do credit risk assessments and analysis. By this way companies and estimate the credit risks and avoid such risks what can be avoidable

(2) Setting up credit granting limits. By setting up credit limits the risk of credits can be decreased.

(3) Maintaining credit risk administration and monitoring. By proper monitoring of credit and collection, credit risks can be managed well.

(4) Putting controls over credit risks and employing sufficient human resources for monitoring credit risk and specific tasks.

(5) Using credit insurances. Credit insurances can be used to lower credit risks.

(6) Exporters can insure for credit risk against their commodities. 

(7) Introducing flexible payment terms and methods. By having mutual relationships with customers, credit risks can be managed efficiently.

(8) Putting controls over customer credits by security interests.


V. What is ‘aggregate planning’? Outline the approaches used in aggregate planning.

Aggregate planning is the plan made by the business after demand forecasting in order to meet the demand forecasted. This plan is done in order to maximize the revenue and meet the demand predicted for a time frame. Decisions about production planning, inventory management and distribution management are made in aggregate planning.


There are three fundamental approaches when making the aggregate planning.

(1) Production capacity.

A company can use its production capacity to the maximum level to meet the demand. The production capacity will use its 100% in this approach. It will increase and decrease its capacity to meet the demand. 

(2) Utilization level of the production capacity. 

A company can use its production capacity to according to varying levels of its capacity. It will keep the labor force stable and increase or decrease the production capacity to meet the demand.

(3) Carrying inventory.

A company can use its inventory to match the demand. It can produce more stocks during low seasons and will meet the demand in peak seasons using backlog inventories.


Q: 2: What is procurement? Discuss the main categories of procurement.

Procurement is major activity in logistics which closely functions with the suppliers of materials required for production or manufacturing. It is the activity to source the materials required for production from the vendor who is ready to sell the materials at the lowest possible price to the manufacturer. 

There are five main categories in procurement. They are;

(1) Purchasing

This is the activity starting from price quotation and finally ending in delivery of the materials. Procurement officers request for price quotation from a supplier or vendor and they decide to purchase it from the supplier who is complying with the terms and conditions of the company and who offers the lowest price as well. Purchases orders are raised when decisions are made to buy from a particular supplier and the delivery is made according to the agreement and payments are done as mentioned in the purchase order.

(2) Consumption management

This is the planning of materials required for the whole company and all the departments of a company. It will be decided what type of production is to be purchased from who and the quantities and prices. It is also about managing the real consumption against the expected consumptions and to decide how to control, where and when and thereby controlling the expenditure.

(3) Vendor selection

This is about selecting the vendor not only by the price but also by the quality and capability of the supplier to deliver the required materials in time without any hassle. It should consider about the service level and after sales services, delivery methods as well.

(4) Contract negotiation

This is about negotiating the contract with the vendor who is we select to buy the materials from. This involves the quality and service levels of the supplier. There should be flexibility in orders and the supplier should agree to the varying changes of the company and delivery the materials in time and with accuracy. Payment terms, penalties are all to be discussed here.

(5) Contract management.

This is the management and monitoring the performance of the vendor from the time the contract is made in between the company and the vendor in supplying the particular material. This requires holding the vendor responsible to meet the requirement of the company and the service levels. 


Q: 3: Discuss inventory management plan.

Inventory management is an activity in logistics to monitor the inventory by maintaining the customer’s requirement at the same time keeping the stock at the lowest level possible in order to decrease the cost of stock. It is not advised to keep surplus inventory in a supply chain as the object is to earn profit, holding much inventory is also expenditure. But at the same time it is important to serve the customers with their requirement as well. Inventory management works by maintaining both the stock level and customer requirement. 

Inventory management work with two inputs such as demand forecast and price. Inventory management is to balance both the inventory level and the demand to lower the expenditure and thereby gain economies of scale.

There are three types of inventory such as cycle inventory, safety inventory and seasonal inventory. Every supply chain requires maintaining a certain level of stock based on the cost structure of the company. Inventories will differ company to company. Safety inventory is affected by the uncertainty of the demand of a product. 

Cycle inventory is the inventory maintained to meet the demand of the consumers and between the placing of orders. Cycle inventory is necessary as it is helpful for the producer to make huge quantities of product rather than in small batches. It is an accumulation of inventory as producing in huge quantities will decrease the production cost but the stock is stored and distributed in smaller quantities as required by the customer.

Seasonal inventory is made to cover the expected future demand for a product. Companies produce more stock in lower seasons and stock it in order to meet the demand in seasons when companies’ production capacity cannot meet the demand in seasons. Seasonal inventory is important so that the customers are retained by meeting their demands in seasons when production cannot produce the required level due to the production capacity. 
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