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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 Method Forecast Assumptions: 


a) Demand is strongly related to particular environmental factors 

- External and internal factors affecting the product or service and businesses. Hence, innovations are one of the main sources of a competitive advantage and essential for a company growth. 

- Demand forecasts form the basis of all supply chain planning. Consider the push/pull view of the supply chain. All push processes in supply chain are performed in anticipation of customer demand, whereas all pull processes are performed in response to customer demand. 

- For push processes, a manager must plan the level of activity, be it production, transportation  or any other planned activity. 

- For pull  processes, a manager must plan the level of available capacity and inventory but not the actual amount to be executed. 

- Any how, in both instances, the first step a manager must take is to forecast what customer demand will be. 

- Economy, the greatest environmental factor to be dealt with as it can influence organization’s decisions to determine how much expendable income customers may have about spending it. 

- Laws and Government affects and can be directed all aspects of businesses.  

- Supply lines are affected by factors such as weather, natural disasters and cost of fuel. On the other hand, company’s in favorable position if supply costs suddenly drop due to cheaper labor and struggling job market. Hence, marketing may be able to shift focus to the great deals to be had.  

- Consumer trends can be the result of endorsements, fads or any sudden change in consumer preference or buying habits on a large scale. Reposition one’s widgets as technologically  advance and viable in the new market. 


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

- Past as prelude. So full of certitude. The anticipated situation must be essentially the same as the past situation that activated the behavior. However, we are predicting over a relatively short time frame. But given lengthier time frames of prediction, the subject and circumstances undergo inevitable and often unpredictable changes, and we might lose fidelity. The conclusion is it doesn’t fit so well with reality. 
- Analyze customer and demand data to better predict demand across multiple time . To manage fluctuating demand in a service industry, it is imperative to have a clear understanding of demand patterns, why they wary, and the market segments that comprise demand at different points in time. 

Understanding Demand Patterns & Demand Forecasting: 

i) Charting demand patterns – Computerized customer Information systems able to produce accurately  of the level of demand over relevant time periods. 

ii) Predictable cycles – By looking at Graphical representation of Daily (variation occurs by hours), Weekly (variations occur by day), Monthly (variation occur by the month), and Yearly (variations occur to months or  seasons) to predict/ forecast demand cycles. 

iii) Random  Demand Fluctuations – When there is  no apparent predictable cycle. In this case, causes can often be identified. E.g. day-to-day changes in weather may affect use of recreational, shopping or entertainment facilities. Natural disasters such as floods, firs and hurricanes can dramatically increase the need for such services as insurance, telecommunications and health care. 

iv) Demand patterns by market segment -  Detailed records on customer transactions, it may be able to disaggregate demand by market segment, revealing patterns within patterns. E.g: for a bank, the visits from its commercial accounts may occur daily at a predictable time, whereas personal account holders may visit bank at seemingly random intervals. 

c) IF a competitor opens a new store nearby  

-  Being faced with new competitor should force you to adapt quick strategies is to  snag/steal customers from your competitors if only if the customers are dissatisfied with their current vendor/companies. 

i) Outsmart your competition: Do a better job, took one more step forward to open new sales channels or what services customers might want, improvements that will take you one step closer toward your vision. Flood the market with content: uses a very specific tactic to get more prospects.

ii) Show off your strengths:  if you are competing on features and price, crate a chart to show about how your company compares to the biggest competitor. Provide more detail about the product, leading them to purchase form you rather than competitors. 

iii) Romance them and Do small favors: Giving customers compelling offers and speaking directly to their needs. Willingness to do small favors and this will puts you in a perfect position to be an alternative when customers are unhappy with their current provider. 

(ii) 
The fundamental involves of Supply Chain Operations consist of : 

1. Plan – All the operations are required to plan and systematize the operations and create core connections between organizations in a supply chain. 

Operations: demand forecasting, product pricing and inventory management. 
2. Source – consist of activities to obtain the inputs to make products or services.  
3. Make – to build and expand the products or services that a supply chain offer. 

Operations: product design, production management, facility and management 
4. Deliver – element of receiving customers orders and delivering to them. 

Operations: management, product delivery, return processing 

Four Variables Of Supply Chain Forecast: 

1) Supply – amount of product available or the amount of resources that is available, to make available to be used and willingness to supply at a particular prices under the existing circumstances. 
2) Demand – overall market demand for product. In general, the amount of a particular economic good or service that a consumers will want to purchase at a given price. The demand curve is the graph the relationship between the price and the amount of it that consumer are willing and able to purchase at that given price. 

3) Product characteristics – product features that influence demand. In nutshell, the positioning by product characteristics strategy relies on providing a superior product to the customers to have a better positioning and ability to satisfy its purpose in a larger system. 

4) Competitive environment – Actions of product suppliers in the market. The dynamic external system in which a business competes and functions. Firms trying to win customers in the same market, participants and forces that affect the competitive intensity and profitability of an industry or market. 

Supply Chain management involves the “design, planning, execution, control and monitoring of supply activities”. The objectives are to build a competitive infrastructure, synchronize supply with demand and measure a organization’s performance. 

Forecasting demand, and coordinating activities to meet demand. Companies with global operations use sophisticated software & systems to forecast demand, but small businesses can forecast supply chain needs with simple techniques. Though supply chain management software can help facilitate  the process of forecasting and measuring the supply chain synchronizes the supply and demand cycle through the use of real-time information. Having years of demand data helps you better predict future demand. 

(iii) 
Qualitative Forecasting Method In Supply Chain Forecasts
· Qualitative forecasting is an estimation methodology that uses expert judgment, rather than numerical analysis. This type of forecasting relies on a person’s intuition or opinions upon the knowledge of highly experienced to provide insights into future outcomes.  

· This approach is substantially different from quantitative forecasting, where historical data is compiled and analyzed to discern future demand and trends. 

· Most useful where it is suspected that future results will depart markedly from result in prior periods, which therefore cannot be predicted or measured by quantitative means. 

· Useful in the assimilation of large amounts of narrowly-focused local data to discern trends that a more quantitative analysis might not find. E.g. a construction company needs to know what style of home to build in certain area, and relies on a local population expert to find out.

· This approach works well when a course of action must be derived from inadequate data. A more broad-based view,  incorporating intuition to construct this view. 

· Biased results due to : 

1) Recency – experts may tend to give greater emphasis to recent historical events in extrapolating future trends. 

2) Personal worldview – experts may have constructed their own views/values  of how the industry works, and tend to throw out newer influences upon the market. 

(iv) 
Managing Credit Risk 

The supply chain comprised of sequence of activities, each of which adds worth/ value to the final product. This worth is value and taken from the customer’s perspective. Whereas, organizations can input even more value by providing time and place utility or innovative features in the product. 
Credit and Collections is the sourcing procedure that a company employs to acquire its money. The credit operation evaluate and examines potential customers to ensure customer able to settle and make their payment promptly. Well-timed payments earned a good credit ratings are most welcomed and influenced credit decisions who a company will sell to and  also, the terms of the sale.  

Three major categories of activity: 

1. Setting Credit Policy 

2. Implementation of Credit & Collections Practices/Procedures.

3. Managing Credit Risk

Ways to managing Credit Risk :

Effective risk management is critical for the viability of organizations. Risk management is a continuous process of identifying risks that are sometimes subject to quick and volatile changes. 

Elements of Managing Credit Risk: 

1. Know your customer – essential and key steps to gain information, maintain and establish  good relationship can bring a long stream of equity for future business. 

2. Understand the Numbers – focus on the financial capacity of the company as evidenced by the information provided and examine the accuracy of the information as well as the quality and sustainability of financial performance. Knowing the auditors, accounting fundamentals, analyzing company financial statements - Income statement and Balance Sheet Quality Analysis, analyzing financial efficiency cash flow drivers. 
3. Structure the Deal – understand the nature of business, industry, economic conditions, business strategy and the competencies or deficiencies of management. 

4. Price the Deal – determining appropriate pricing is a critical. Pricing methods and models are conjunction with relationship profitability and incremental service profitability. Thoroughly understand the profitability contribution as many complex factors determine and affect pricing parameters which includes marketplace, economic conditions and credit  policies. 

5. Analyze Nonfinancial Risk – Industry, business and management risks are inherently an important part of the overall credit underwriting process. A company’s financial statements are a reflection of a company’s management decisions as that company interacts with the outside world. Industry, business and management risks (nonfinancial risks) describe that outside world. 

6. Monitor the Relationship – continuing to monitor the risk profile of customers, at the same time, pursue opportunities to develop and expand the relationship to reflects proactive role in guiding relationship on credit exposures. 
Focus of Risk Analysis [Process: Identify – Analyze – Quantify – Mitigate – Monitor – Anticipate Unidentified Risks]

Focus of Risk Analysis [Process: Identify – Analyze – Quantify – Mitigate – Monitor – Anticipate Unidentified Risks]
The use of Credit insurance, liens on customer assets, and government loan guarantees for exports can be decreased credit risk towards secured business dealings. 

 (v) 
Aggregate Planning (outline= summary of main ideas) 
Strategy, Planning and Operation, is a comprehensive introduction on supply chain management. The objective of aggregate plan is to satisfy demand in a way that maximizes profit for the firm over the planning horizon. 

Aggregate Planning which is a short term decisions are taken about production, stock and distribution. Aggregate forecasts are usually more accurate that disaggregate forecasts, as smaller standard deviation of error relative to the mean. 

The collective plan involves trade-off among three variables :

1. Amount of production capacity 

2. The level of utilization of the production capacity 

3. The amount of inventory to carry 

Three approaches used in aggregate planning : 

1. Use Production Capacity to Match Demand – matching concept 

The Total Capacity of Production = Level of Demand 

· costly to operate and troublesome and uncomforting to the labor force if people are continually hired or fired in response to rises and falls in demand. 

· This method work best when the cost of moving inventory is high and low cost of shifting capacity-workforce and plant environment.

2. Utilize Varying Levels of Total Capacity to Match Demand

· Works well only If surplus manufacturing capacity available. 

· Low levels of stocks and lower levels of capacity use.

· It will make sense and logical when the outlay of carrying inventory is high and the expenditure of surplus capacity is low. 

· Utilize Varying Levels of Total Capacity to Match Demand

3. Use inventory and Backlogs to Match Demand 

· A constant and stable rate of output, plant capacity and labor force nut production is not coordinated with demand. 

· Result of high capacity consumption and make large inventories and backlogs with time as demand changes. 

· Ideally it should be utilized only when the price of capacity is high and the expenditure of carrying stock and backlogs is low.  
Identifying critical costs in the supply chain. 


The AIM & DRIVE process is designed to help develop a strategy of managing costs through the supply chain – a strategy that is driven b y both customers and suppliers alike. One clear objective – to bring quality products and leading technology to the ultimate customers, one time, every time, at the lowest market price. It is common understanding that costs have to be reduced rather than just the price., the relationship will start on a much better footing. And it will continue to build as the benefits of true cost management are shared through the supply chain.

Basic economic formulae: (Firm but Fair) – Sustainable Business  
Company (Total Revenue)  
>   
Customers (Amount Paid /Acquisition Price)  


Total Revenue 

>
Total Costs  
Certain costs is based on a ‘yes’ answer on the followings two questions: 

1. Is the cost a future cash flow? 

2. Is this a cost that a team can affect ? 

· In regard to the first question, a strategy for costs that are likely to incurred in the future. If the costs is a nonrecurring (one-time) cost, then it may still make sense that one-time expense has not yet been incurred (because it is to be incurred in the future). Nonrecurring expenses, e.g purchase of capital equipment, tooling, development and buildings. 

· Most clearly interested in recurring future cost element, e.g materials, labour, freight and administration. It may be possible to affect a cost. Costs (property taxes, license fees, environmental cleanup fees) are mandated by a government which will have little control over them should be dropped.
2.  
Procurement
= 
Purchasing  
Procurement isn’t a cut-and dry process. It’s not juts about buying products and services. In fact, it includes many core business functions. Full process involved in acquiring required goods, services or works. In the simplest sense, involves a series of activities and processes that are necessary for an organization to acquire necessary products or services from the best suppliers at the best price. Procurement is part of an organization’s corporate strategy and proper procurement management is so important and vital. It can make the difference between success and failure. High purchasing costs or high degree of wastage in the supply chain can affect an organization’s bottom line and reputation. 
Five Main Categories Of Procurement
1. Purchasing 
- These are normal activities linked to issuing purchase orders for required products. There are two kind of products: 

a) Direct / planned materials – to make and sells to customers 

b) Indirect / MRO (Maintenance, Repair & Operations) 

Purchasing decisions are made/taken, purchaser orders are places, vendors are contacted, and orders are delivered. Data transacted between the purchaser and the supplier (prices, items and quantities ordered, delivery dates, delivery addresses, billing addresses and payment terms) in a timely manner and distinct routines. 
2. Consumption Management 
- Anticipation levels of expenditure compare against real consumption on a usual basis. Consumption above expectations is either a problems to be rectified or it reflects wrong expectations that are required to be reset. Whereby, expenditure below expectations might point to a chance that should be exploited or simply reveal incorrect expectations to start with. 
3. Vendor Selection 
- Continuous procedure to explain the procurement capabilities required and these will give insight into the comparative significance of supplier’s capabilities,  
4. Contract Negotiation 
- 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. Setting up electronic links for purposes of getting orders, conveying delivery notifications, sending invoices, and getting payments. All these necessities need to be discussed in addition to the fundamental issues of products and prices. 
5. Contract Management 

- Once the contract is established and placed in action, supplier performance against these contract should be measured and administered. Any supplier that constantly falls below standards should be made conscious of their shortcomings and asked to make them right.  

3.  
Inventory Management Plan

 
Improvement inventory turnover ratio and transform frozen assets into cash hence improve cash flow.  Its main inputs from the demand predictions and prices of products. Inventory management is a constant procedure and balancing act practice to serve demand and gaining economies of scale to get the best product prices.  

The Importance Of Inventory Management Plan
The purposes of inventories are: 

· To meet variation in product demand and its optimal level 

· To provide a safeguard for variation in raw materials delivery time 

· To allow flexibility in production scheduling 

There are three types of inventory. 

1. Cycle Inventory – which is needed to meet the demand of the product over the time period between placing orders for the product. Keeping track of inventory by performing inventory counts constantly and regular basis. 

2. Seasonal Inventory 

3. Safety Inventory 

Both Cycle inventory and Seasonal Inventory are affected by economy of scale and the cost structure  are based on the basis of production costs and carrying costs. Whereas Safety Inventory is inventory that is carried out to prevent and guard against stock-outs. Determining appropriate inventory level is one of the most important and challenging.
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