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	Assessment 4

1.)
I. 	Depending on if a competitor has opened a new story nearby before, the company can look at previous data to construct exponential graphs using forecasting software. Allowing the business to predict certain trends that will occur based on what has occurred before. However if a competitor opening a new store in close proximity is a new concept, then the company would need to look at the environmental factors like advertising and competitive pricing to evaluate and predict demand trends. 



II.  	The first variable is supply which relates to the number of manufacturers of the product and the time taken to complete the manufacturing of said product. In terms of forecasting the more manufacturers a company employs the shorter the lead times, which results in the variable becoming more predictable. However if the number of suppliers is low or the lead times are longer than the ability to predict the market becomes more ambiguous. 
	The next variable is the overall market demand for a collection of similar products or services. By analysing the consumer demand for similar products or services, companies are able to produce quantitative data on the possible rate of expansion or decline for their product. Well established markets with products that have been going for several years are more predictable. Whereas new developing markets that sell innovative products or services have less data available and thus are more unpredictable. 
	Thirdly the products characteristics have an impact on supply chain forecasting as the products features directly affects the consumer demand. In the case of electronics, the technology is rapidly developing, which results in several new features being announced every year/few years. This makes predicting the technology market more difficult than say commodity products, as it only takes one new feature on a device to shift the focus and thus demand of that specific market. 
	The last variable is competitive environments, whereby a business analyses the market share inclination of its competitors. This would be influenced by factors like product advertising, promotions, pricing, future events and announcements. Forecasts then analyse the previous data of the competitors market share to predict future trends.  



III. A qualitative forecasting method is used when there is minimal suitable data available from the market, due to it being relatively new or having a new line of products to launch. Thus the predicted forecasts are based upon a person’s perception or subjective view of a market. They base this perceptions on comparisons with other similar products or conditions. Then by using a production adoption curve they can predict what will happen in that market. 



IV. The first way to manage credit risk is to work with other people within the company that work hands on with new product lines or marketing teams to find new ways to lower the danger of selling to new consumer demographics. Additionally there are several tools that helps decrease and manage credit risk such as have a credit insurance, government loan guarantees for exports and liens on consumer assets. Moreover by having people in the credit area work with others in the business to develop specific deals targeted at single consumers, the business can increase its value to that consumers. 


V. 	Aggregate Planning is the process after developing a demand forecast, in which the business generates a collective plan to meet these predicted demand values over a short time period (3 – 18 months). When developing an aggregate demand a business must take into account three fundamental approaches. 
	The first relates to the manufacturing of the product, whereby the total capacity of production must equal the levels of demand. It works by having a very dynamic look on production as plant capacities are added and abolished as required and workers are hired and fired depending on the levels of demand. This can be both expensive as adding and dropping plants is very costly and uncomfortable to the labour force  as their job is dependent on the levels of demand. However this method does work very well when the cost of storing inventory is high and the cost of shifting production capacity is low.
	The second method uses varying levels of total capacity to match demand and can be used if there is a surplus manufacturing capacity available. This method is more dependent on work load rather than the capacity of production. As the rate of production work is maintained through flexible working hours and overtime. This allows the size of labour force to be maintained at a stable rate. However this also means that there are low levels of stock and lower average levels of capacity use. But it is a beneficial method when the cost of carrying inventory is high compared to having low surplus capacity expenditure.
	Lastly the method of inventory and backlogs to match demand is used to produce a steady rate of output. This is done by having a consistent plant capacity and labour force, allowing stocks to be built up during periods of low demand in expectation of future demand or stock is allowed to run low and backlogs are built up to be packed in a following period. This method allows higher capacity consumption whilst having lower costs of varying capacity. However it does create large inventories and backlogs with time as demand alters. This method works best when the price of capacity and altering capacity is high and the expenditure of carrying stock and backlogs are low. 






2.)	
	Procurement is essentially the process of the business purchasing materials and services. It originally involved the negotiation with supplies on pricing to purchase the lowest cost supplies available. Although this is still a major factor of procurement, there are other activities that are becoming equally important. 
	The first of the five major activities to influence an effective and efficient supply chain is purchasing, which relates to the normal activities linked to issuing purchase order for required production. The company purchases two different kinds of products: (1) direct or planned components and product; and (2) indirect or MRO (maintenance, repair, and operations) products that a business uses as part of everyday operations. Both types of products have the same mechanics whereby, the purchasing decisions are taken, purchase orders are placed, vendors are contacted, and orders are delivered. To enable productive purchasing an effective line of communication must be achieved between the company and supplier as a lot of data is exchanged (price, quantities, delivery dates, etc.).  
	The second category is consumption management, which relates directly to the effectiveness of procurement as it relates to what products are being bought by each department within the business. It essentially records and analyses how much and what specific products each department is purchasing then compares it to real consumption on a usual basis. If consumption is considerably above or under expectation, then it indicates to managers of those departments that action must be taken. Consumption above expectations is either a problem to be rectified or reflects expectations that were incorrectly set. Expenditure below expectations might point to a chance of exploitation or again reveal incorrect expectations.
	The third category is vendor selection, which not only takes into account the price for products but also the value of the products the vendor is supplying. This value indicates the vendors product class, service levels, delivery time, and mechanical support. 
	Next is contract negotiation, whereby when specific needs for a business arises, contracts much be discussed with specific suppliers on the chosen vendor list. The business must negotiate the particular items, prices, service levels, inventory management and communication methods with said vendors. The discussion must take trade-offs between the unit price of the product and all the other value added services that are necessary. These may either be paid for my a higher margin in the unit price, or by separate payments, or by a hybrid of the two. If the targets are not met then the performance targets, penalties and other fees must be defined. 
	The last category is contract management, whereby the business must analyse the suppliers performance against the contracts devised between the two companies. A company needs the skill to follow the performance of its suppliers and hold them responsible to meet the service levels agreed upon within the contract. Just like consumption management, there must be regular data gathered regarding the performance of supplies. If a supplier is continuously falling below contractual standards then they should be made conscious and asked to make them right.   



Discuss inventory management plan. (7)
	Inventory management is a collection of techniques that are applied to supervise the inventory levels within different companies in a supply chain. The objective is to decrease the cost of stock as much as possible whilst still maintaining an adequate level of service for customers. 
	The first of type of inventory management is cycle inventory, which is the type of inventory needed to meet the demand of the product over the time period between placing orders for the product. It is essentially the accumulation of inventory within a supply chain, due to the fact that production and stocking of products is done in a lot of sizes that are bigger than the constant demand for the product. For example, a distributor might experience a constant demand of 100 units per week for Item X. The distributor finds, though, that is it cheapest to order in batches of 650 units. Every eight weeks, the distributor sets an order causing cycle stock to build up in the distributor’s warehouse at the start of the ordering period. The producer of Item X may then find it more efficient to produce them in batches of 12,000 unites at a time. This would then result in a build-up of cycle stock at the manufacturer’s site. 
	The next category is season inventory, which occurs when a corporation or a supply chain has a predetermined expectations for future demand. If future demand is going to exceed productive capacity, then it requires the business to maintain production in times of low demand. That way there is a larger inventory of said product when the demand increases in the future.  Decisions within this technique are driven by a need to develop the most efficient economies of scale given the capacity and cost arrangement of every company within the supply chain. Once the annual demand for the products are determined, then the most efficient fixed schedule can be measured.  
	Lastly safety inventory must be implemented as it is essential to balance the ambiguity that is present within a supply chain. Both retailers and distributors must not run short of inventory in cases unforeseen increases in customer demand occurs. In order to combat this ambiguity both sectors within the supply chain tend to hold a safety level of inventory, which means the higher the level of ambiguity, the higher the level of safety stock that is essential. 
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