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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. 
	Assignment #4
I a)  Time series is assumptions that the forward order book is stable based on historical forecasting and order history. This type of planning can be effected by environmental and market situations ie a market goes into recession, stock will have been stock piled against the previous six months rather the current situation, pricing can effect demand lower pricing potentially would create more demand.
  b)   Historical patterns : Demand can be estimated against historical patterns particularly based around seasonal trends ie maintenance shut downs, weather related seasons dependent on the product type
  c)  Competitor: It would be expected that the company’s market share would be reduced if a competitor set up in close region. To secure they would potentially have a pricing war to maintain the current share and hopefully growth opportunities, promotions and marketing would be used to secure and maintain.
II) Four variables :
Supply : The variable is lead by the more manufacturers offering the product and the shorter lead time, this will effect the variable where as, less suppliers and longer delivery times may causes the more possibilities of confusion / unknown, making planning more difficult.

Demand : Understanding the overall demand, such as where the product is in relation to the product life cycle ie. Is the product in Growth, Maturity or decline. Taking into account seasonal demand, unpredictability is difficult in demand predictions.

Product : Understanding the characteristics of the product with relation to consumer demand ie electronic products develop fast, is the product changing. 

Competitive Environment :Forecasting needs to incorporate the latest situation – understand the market and the market share, trends, promotions and latest pricing situation and competition and their activities in the market and how that may effect the company’s market share. 

iii) Qualitative forecasting:  Usually when there is little historical data available and is then based on a person’s perception and views.  New launches would be based around alternative information in the market of similar products of competitors, using product adoption curves.

iv) Managing credit risk : Making informed credit decisions which may be risky to expand the market share and taking on new customers. To gain orders and expand market share riskier payment terms may be offered and these need to be decreased,  the Intention is to lower the risk which can be decreased by the use of services such as credit insurance, government grants.  

v)  Aggregate planning:  After demand forecasts have been understood and implemented, the next stage is to generate a plan for the business to meet the predictable demand. Aggregate planning is to assure demand in a way that can maximizes revenue for the corporation. Aggregate is for short term decisions
Three Variables :
1)Production capacity.  Matching demand, use 100% of the produced material. This efficient 
when the cost of moving inventory is high and the cost of shifting capacity—workforce and plant —is low.
2)Varying production capacity. Utilised if there is free manufacturing capacity. If there is free time available with in the production operating this gives possibilities for additional production or decreasing demand. Labour is maintained at a stable level.  Keeps low stock and is efficient when the inventory costs are high and surplus capacity is comparatively low.

	2) Procurement: Procurement is the sourcing of materials and services.

Five major activities :
1. Purchasing – Direct or indirect purchases.  Decisions are made of who / what to purchase, agree pricing, items, quantities, delivery dates, billing and payment information.
2. Consumption Management –  To understand what is required/ quantity by the company as well as Departmental, understand pricing, 
3. Vendor Selection – Procedures will be in place to explain the procurement required to support strategy and operating structure. 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 technical 
4. Contract Negotiation – Simple negotiation is just price and delivery based, more complex negotiations exist where technical requirements in the product may need be specified and discussed.  Purchasing efficiencies can take place by electronic links, as the pressure generally is to reduce stocks, smaller more often orders may take place.
5. Contract Management – Vendors performance is monitored. KPI’s and metrics should be put in place, the data will be clear to whether the supplier is hitting standards or operating below.  Suppliers below the performance expectations needs to be made aware and able to implement an improvement plan. 
3) Inventory Management Plan :Aimed to keep stocks at a reduced level, whilst maintaining customer expectations. Inventory management takes direction from demand predictions based on price and product, 

Three types of inventory :

1)Cycle inventory :  Demand of the product is over a period of time of order receipt.  Productions tends to be less often but for large quantities.  Stock by distributors may be taken in large quantities than the end user requires, as bulk orders may be more cost effective to purchase.  Cycle inventory is stocked in lot sizes that are bigger than the constant demand for the product.

2)Seasonal inventory : Production chooses to produce ready for future demands. Once Annual demand is established, the manufacturer will produce at the most efficient schedule to take advantage of production capacity.  Seasonal stocks need demand predictions to be accurate as stock can soon be obsolete and is expensive to stock.  If stock is over stocked promotions and incentives may be put into place

3)Safety inventory : Safety inventory is a % to keep in stock to cover unexpected customer demand or possible problems in replenishment.  The more ambiguity the higher the safety stock level would be. 

Both Cycle Inventory and Seasonal Inventory are affected by economy 
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