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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.
a) Statement refers to casual forecasting, highlighting the relationship between demand and certain factors, like demand depends on price. 
b) Past patterns of demand are good indicator of future demand when demand patterns not differ much from one year to the subsequent year and there is reliable data available. This case time series method of forecasting can be used. 
c) If competitor opens a new store nearby it has an impact on the company’s forecast. Company’s market share probably will reduce and if total market is not growing then company should reduce forecast. Competitor may start a price war or promotions that further reducing our company’s forecast. 
II.
There are four variables of supply chain forecasts: 1. Supply that is the amount of product available 2. Demand that indicates the overall market demand for product 3. Product Characteristic that influence demand 4. Competitive environment that includes actions of other suppliers in the market. 
III.
Qualitative forecasting gives a subjective view about a market based on a person’s perception. This method suits best when there is little or no past data available to work with. This is usually the situation when a new product is launched. 
IV.
In order to manage credit risk credit policies need to be imposed in different ways: 1. credit area people need to approve sales to particular customers especially if sale is large 2. payment terms needs careful considerations and approval 3. use of credit insurance 4. liens on consumer assets 5. in case of an export government loan may provide guarantees 
V.
Aggregate planning means planning is done at the collective level and not at the level of individual stock keeping units (SKUs). Aggregate plan includes decisions about production, stock, and distribution. Production decisions are setting the parameters like rate of manufacturing, production capacity, workforce required, overtime to use and outsourcing/subcontracting is required. Stock related decisions are about delivering from stock on hand and turning demand into backlogged orders. Distribution decisions describe how and when product is getting from the production site to customers. 
Aggregate planning involves trade-offs among 1. maximum production capacity 2. production capacity utilization 3. inventory level to carry.

2.

Procurement includes multiple activities and can be divided into five major categories: 
1. Purchasing direct materials (that is required to make the product) and indirect or MRO materials that is required as part of the general operation. Once purchasing decision is taken about prices, items and quantities, delivery schedules, billing and payment terms, the regular procedure follows: purchase orders are placed, vendors are contacted, and orders are delivered.
2. Consumption management involves understanding the volume of different types of products that are needed and at what prices.
3. Vendor selection continuously monitors suppliers’ capabilities, and its value against the price. 
4. Contract negotiation covers additional capabilities and services of the supplier apart from the fundamental issues of products and prices. 
5. Contract management is a continuous activity that measures and administers supplier performance against the contract. The 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.
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Inventory management is to supervise the inventory levels of dissimilar companies in a supply chain. The goal is to minimize the cost of stock while still maintaining the service level customers need. Stock management is a constant procedure balancing inventory levels to serve demand and gaining economies of scale to get the best product prices. There are three types of inventory: 
1. Cycle inventory is needed to meet the demand of the product because of the fact that production and stocking of stock is done in lot sizes that are bigger than the constant demand for the product. 
2. Seasonal inventory is driven by the need of future demand that exceeds production capacity therefore company produce products during low demand and put it into inventory to meet the high demand in the future. 
3. Safety inventory plays an essential role servicing customers in case of unforeseen demand increase or any delay in getting replenishment orders. 
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