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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. i. Time series forecasting is the method of analyzing historic data and events to forecast future requirements. External environmental factors also influence supply and demand.  E.G. if banks lower interest rates it can stimulate business activity and increase product demand.  If a competitor was to open a store nearby it could directly impact your product demand.  Analysis would need to be done on what sort of product lines would be impacted by competitor activity, and if adjustments need to be made to current production or procurement forecasts.          
   
ii.   The four forecasting variables in supply chains are as follows:

1. Supply – Amount of product that is available at a given time. 
2. Demand – Overall market demand for the product.
3. Product Characteristics -Product qualities and features that influence demand.
4. Competitive Environment – Actions of suppliers that sell the same products as your business in the same market.  
  
iii.  Qualitive forecasting is subjective and is based on a person’s perception about a market.  It is used when there is limited data and history available for the product.  A forecast may be done against a similar product to get an understanding of forecasting trends.                 
 
iv.  Managing credit risk is extremely important for the longevity of any business.  It is a continuous balancing act between having a reliable and consistent cashflow from your customers, and having terms of trade that are attractive enough for potential customers to want to trade with you. The risks of poor credit can be mitigated using the following:
a) Credit checks on potential customers, either by getting credit references from other companies they are trading with or by checking with credit insurance companies. 
b) Start a new company on progressive credit terms i.e. cash in advance for 1st 3 months, 15 days credit for next 3 months, 30 days for next 3 months and so on.  
c) Take credit insurance with credit insurance company for bad debt.     
d) Shutting down products remotely if payments are not being received.  Only suitable for machinery and other electronic products that can be equipped with a modem so they can be remotely deactivated.                           

v. Aggregate planning is developing a plan for the business to meet a predictable demand. There are three approaches used in aggregate planning:
a) Using Production Capacity to Match Demand – The total production capacity is reduced or increased to match demand so production capacity can be 100% utilized.  Results in lower levels of stock and thus less capital tied up in stock holding. Requires a fluid low cost workforce and the ability to change production capacity cost effectively.    
b) Utilize Varying Levels of Total Capacity to Match Demand – Used when there is surplus manufacturing capacity and the plant is not being utilized 24/7. The labour force is stable and staff can be called on overtime to meet demand as required.  Good solution when carrying high levels of stock is not financially viable and surplus capacity can easily be stored and used cost effectively.          
c) Use Inventory and Backlogs to Match Demand -  This method provides consistency in plant capacity and labour force.  High levels of stock can be built up to cater for future demand. Should be used when the cost of changing production capacity is high, and the cost of storing and carrying large amounts of stock is low.    
. 
      
2.  Procurement involves negotiating with suppliers to purchase the best quality product at the lowest possible price with the best terms of trade.  The procurement function can be divided into five major categories:    

a) Purchasing – Involves issuing purchase orders to various suppliers (vendors) for their products required in the business.  
b) Consumption Management – Consumption needs to be constantly managed against the actual requirement.  When consumption is above or below the actual requirement this needs to be investigated with internal business units and adjustments made.  
c) Vendor Selection – Vendors must be aligned with requirements of the business.  Outside of price, important consideration needs to be given to product quality, delivery timing, financial stability, technical support and value add propositions.    
d) Contract Negotiation - Whilst product quality and price are important considerations of the contract negotiation, other aspects of the terms of trade negotiated as part of the procurement agreement process are also very important.  Examples of which include: Maximizing credit to between 30 and 60 days, fixing currency and product pricing for certain periods of time, guaranteed return on slow moving stock, grouping invoices to minimize financial transactions between both companies, delivery schedules, rebates on bulk purchase, facility for     
e) Contract Management – The service levels contractually agreed to with the vendor should be constantly measured and feedback given (positive and negative).  Any short comings should be addressed and a remedial period agreed. In some instances, vendor penalties can be negotiated if certain delivery standards are not met.    

3.  An inventory management plan involves managing inventory levels in different companies within the supply chain.  The objective is to reduce the stock holding and thus reduce cost to the business.   There needs to be a careful balance between maintaining good customer service and maintaining cost effective stock levels. There are three types of inventory that need to be considered when managing stock:

a) Cycle Inventory - Involves the manufacture or purchase of a larger volume of product to achieve economy of scale.  I.E. By ordering or manufacturing a larger volume of product you can get a lower price. This is normally a fast-moving stock item that will make for quick stock rotation.  
b) Seasonal Inventory – Businesses within the supply chain will use quieter demand periods to build up stock levels in anticipation for high future demand. The predictions for the future demand need to be accurate to ensure stock can be moved before it is out of date.     
c) Safety Inventory – Safety stock is required to ensure there is an uninterrupted supply of product to customers should there be unanticipated high demand. When the safety stock threshold is crossed, immediate action needs to be taken to ensure timely stock replenishment. The higher the ambiguity in the market the higher level of safety stock required.     
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