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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 brief answers for the followings questions: (15) 
I. Time series method used for forecasts in supply chains is based on the assumption that; 
a) Demand is strongly related to particular environmental factors. 
For example, demand for commercial loans is often closely associated with interest rates. So if interest rate cuts are expected in the next period of time, then loan forecasts can be derived using a causal relationship with interest rates. Another strong fundamental relationship is present between price and demand. If prices are If prices are lowered, demand can be expected to increase and if prices are raised, demand can be expected to fall.

b) Historical patterns of demand are a good indicator of future demand. 
Demand means the overall market demand for a collection of related products or services. Is the market going upward or declining? If so, what is the annual or periodical rate of expansion or decline? Or perhaps, the market is comparatively mature and demand is stable at a level that has been expected for some period of years. Also, a lot of products have a seasonal demand model. For instance, snow skis and heating oil are in greater demand in the winter season while tennis rackets and sun screen have more demand in the season of summer. Maybe the market is a developing market—the products or services are innovative and there is not much chronological data on demand or the demand changes widely since new customers are just being introduced to the products. Markets where there is small historical data and lots of unpredictability are the most hard when it comes to demand predictions.

c) What will happen if a competitor opens a new store nearby? 
Simulation Methods utilize combinations of fundamental and time series means to replicate the behavior of customers under diverse circumstances. This technique can be employed to answer questions like what will happen to proceeds if prices on a line of products are decreased or what will occur to market share if a competitor introduces a challenging product or opens a store in close proximity.
	
II. Explain the four variables of supply chain forecasts. 
1. Supply
Supply is calculated by the number of manufacturers of a product and by the lead times that are linked with a product. The more manufacturers there are of a product and the shorter the lead times, the more expected this variable is. When there are just a few suppliers or when lead times are longer, there is more possibility of ambiguity in a market. Like variability in demand, ambiguity in supply makes predicting trickier. Also, longer lead times linked with a product need a longer time prospect over which forecasts must be completed. Supply chain forecasts must cover a time period that encompasses the mutual lead times of all the components that go into the formation of a final product.

2. Demand
Demand means the overall market demand for a collection of related products or services. Is the market going upward or declining? If so, what is the annual or periodical rate of expansion or decline? Or perhaps, the market is comparatively mature and demand is stable at a level that has been expected for some period of years. Also, a lot of products have a seasonal demand model. For instance, snow skis and heating oil are in greater demand in the winter season while tennis rackets and sun screen have more demand in the season of summer. Maybe the market is a developing market—the products or services are innovative and there is not much chronological data on demand or the demand changes widely since new customers are just being introduced to the products. Markets where there is small historical data and lots of unpredictability are the most hard when it comes to demand predictions.
	
3. Product Characteristics
Product features include the characteristics of a product that affect consumer demand for the product. Is the product innovative and developing fast like a lot of electronic products or is the product grown-up and changing gradually or not at all, as is the case with numerous commodity products? Forecasts for grown-up products can be of longer timeframes than forecasts for products that develop rapidly. It is also significant to know whether manufactured goods will steal demand away from a different product. Can it be used as an alternative for another product? Or will the utilization of a product drive the matching use of an associated product? Products that either struggle with or balance each other should be predicted together.

4. Competitive Environment
Competitive environment stands for the activities of a corporation and its competitors. What is the market share of a business? In spite of whether the total size of a market is increasing or shrinking, what is the movement in an individual company’s market share? Is it rising or declining?

III. What is a qualitative forecasting method in supply chain forecasts? 
Qualitative Methods depend upon a person’s perception or subjective views about a market. These methods are most suitable when there is little past data available to work with. When a new line of products is launched, people can formulate forecasts on the basis of comparisons with other products or conditions that they consider alike. Using production adoption curves people can predict what will occur in the market.

IV. Outline the different ways used for managing credit risk. 
The credit function works to aid the company take intelligent risks that maintain its business plan. What may be an awful credit decision from one viewpoint might be a good business decision from some another perspective. If a business wants to expand market share in a definite area it might make credit decisions that assist it to do so. Credit people work with other people in the company to find new ways to lower the danger of selling to new types of customers. Payment terms that are good-looking to consumers in these market segments can be devised. Credit risks can be decreased by the use of credit insurance, liens on consumer assets, and government loan guarantees for exports.

V. What is ‘Aggregate Planning’? Outline the approaches used in aggregate planning.
Once demand forecasts have been formed, the next stage is to generate a plan for the business to meet the predictable demand. This is termed as aggregate planning and its function is to assure demand in a way that can maximizes revenue for the corporation. The planning is done at the collective level and not at the level of individual stock keeping units (SKUs). It sets the best levels of production and stock that will be implemented over the next 3 - to - 18 months.
The aggregate plan is the frame within which short-term decisions are taken about production, stock, and distribution. Production decisions engage setting parameters like the rate of manufacturing and the amount of production capability to use, the volume of the workforce, and how much subcontracting and overtime to use. Inventory decisions can be how much demand will be served right away by stock on hand and how much demand can be met later and turned into backlogged orders. Distribution decisions describe how and when product will be shifted from the place of production to the site where it will be used or acquired by customers. There are three fundamental approaches to take in creating the collective plan.
a. Use Production Capacity to Match Demand.
b. Utilize Varying Levels of Total Capacity to Match Demand.
c. Use Inventory and Backlogs to Match Demand.

2. What is procurement? Discuss the main categories of procurement. (8) 
Usually, the major activities of a procurement executive were to beat up possible suppliers on price and then purchase products from the lowest cost supplier that was available. That is still a significant activity, but there are other activities that are becoming equally important. Because of this, the purchasing activity is now taken as part of a broader task called procurement.
The Procurement Function can be divided into five major activity categories:
1. Purchasing
These activities are the normal activities linked to issuing purchase orders for required products. There are two kinds of products that a company buys: (1) direct or planned materials that are required to make the products that the business sells to its consumers; and (2) indirect or MRO (Maintenance, Repair, and Operations) products that a business uses as part of everyday operations. The mechanics of buying both types of products are mainly the same. Purchasing decisions are taken, purchase orders are places, vendors are contacted, and orders are delivered. There is a lot of data exchanged in this procedure between the purchaser and the supplier— prices, items and quantities ordered, delivery dates, delivery addresses, billing addresses, and payment terms. One of the biggest challenges of the buying activity is to see whether this data communication is happening in a timely way and without fault. Much of this activity is quite unsurprising and follows distinct routines.
2. Consumption Management
Effective procurement starts with a thought of how much of what classifications of products are being bought across the whole company as well as by every operating unit. There must be an understanding of how much of what types of products are purchased from whom and at what prices. Anticipated levels of expenditure for diverse products at the different locations of a business should be placed and then compared against real consumption on a usual basis. When consumption is considerably above or under expectations, this should be taken to the attention of the suitable parties so probable causes can be examined and correct actions taken. Consumption above expectations is either a problem to be rectified or it reflects wrong expectations that are required to be reset. Expenditure below expectations might point to a chance that should be exploited or it also might simply reveal incorrect expectations to start with.
3. Vendor Selection 
There must be a continuous procedure to explain the procurement capabilities required to support the company’s business strategy and its operating structure. This definition will give insight into the comparative significance of supplier’s capabilities. In addition to the price of a vendor’s product the value of these capabilities has to be measured as well. The value of product class, service levels, just in time delivery, and mechanical support can simply be estimated in light of business plan and the company’s operating model.
4. Contract Negotiation
As a specific need for a business arises, contracts must be discussed with individual suppliers on the chosen vendor list. This is where the particular items, prices, and service levels are carried out. The simplest negotiations are those agreements where vendors are selected on the basis of lowest prices. The most multifaceted negotiations are for agreements to buy direct materials that must gather exacting quality essentials and where high service levels and mechanical support are required. 
Suppliers of both direct and indirect materials require a regular set of capabilities. Gaining more purchasing efficiencies needs that suppliers of these products have the abilities to set up electronic links for purposes of getting orders, conveying delivery notifications, sending invoices, and getting payments. Better inventory management wants that inventory levels be lowered down, which often means suppliers require making more recurrent and smaller deliveries and orders must be places accurately and absolutely.
All these necessities need to be discussed in addition to the fundamental issues of products and prices. The discussions must make tradeoffs between the unit price of a product and all the other value added services that are necessary. These other services can either be paid for by a higher margin in the unit price, or by separate payments, or by some blend of the two. Performance targets, penalties and other fees must be defined when these targets are not met.
5. [bookmark: _GoBack]Contract Management Procurement is the purchase of materials and services.
Once contracts are placed into action, supplier performance against these contracts should be measured and administered. Because businesses are shortening their suppliers’ base, the performance of every supplier that is selected becomes more important. A particular contractor might be the only source of an entire group of products that a business wants and if the supplier not meeting its contractual obligations, the activities that depend on those products will be negatively suffered.
A company needs the skill to follow the performance of its suppliers and hold them responsible to meet the service levels as agreed in the contract. Just as with consumption management, people in a business need to regularly gather data regarding performance of suppliers. Any supplier that constantly falls below standards should be made conscious of their shortcomings and asked to make them right.

3. Discuss inventory management plan. (7) 	
Inventory Management is a collection of techniques that are applied to supervise the inventory levels within dissimilar companies in a supply chain. The objective is to decrease the cost of stock as much as possible while still maintaining the levels of service that customers need. Inventory management takes its main inputs from the demand predictions for products and the prices of products. With these two inputs, stock management is a constant procedure of balancing product inventory levels to serve demand and gaining economies of scale to get the best product prices.
As discussed previously there are three types of inventory:
1. Cycle inventory
2.  Seasonal inventory
3.  Safety inventory
Both Cycle Inventory and Seasonal Inventory are affected by economy of scale concerns. Thecost structure of the businesses in any supply chain will propose certain levels of stock on the basis of production costs and stock carrying cost. Safety Inventory is affected by the certainty of product demand. The less expected product demand is the superior the level of Safety Inventory is necessary to cover unanticipated changes in demand. The Inventory Management Operation in a business or a complete supply chain consists of a mix of activities related to running the three diverse kinds of inventory. Every type of inventory has its own detailed challenges and the combination of these challenges will differ from one business to another and from one supply chain to another.
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