UNIT 4 – Planning & Sourcing Operations
1. The Time Series Method, which are used for forecasts in supply chains, assumes that:

a. Demand is strongly related to environmental factors:
b. Historical patterns of demand are a good indicator of future demand.
c. What will happen if a competitor opens a new store nearby?

i. Explain the above-mentioned statements with reference to the Time Series Method.
 Time series method is the most general type of forecasting. They are based on the presumption that past patterns of demand are a good sign of future demand. (ser b) Simulation methods utilize combinations of fundamental and time series means, in order to replicate the behaviour of customers under diverse circumstances. This technique can be utilised to answer questions such as how market share may be affected if a competitor introduces a competing product or opens a store in proximity. (ser c) Another fundamental relationship exists between price and demand. If prices are lowered, demand can be expected to increase and if prices are raised, demand can be expected to fall. This plays on presuming environmental or market factors are high.  
ii. Explain the four variables of supply chain forecasts.
Time Series Forecast – Usually the most general type, they are based on presumption that past patterns of demand are a good sign of future demand. This method is most effective when there is a dependable body of past data, the markets being predicted are steady and demand patterns are evident that do no differ much from one year to the next. 
Simulation Forecast – Utilise combinations of fundamental and time series means, in order to replicate the behaviour of customers under diverse circumstances. This technique can be employed to answer questions like what will happen if prices on a line of products are decreased, or how market share may be affected if a competitor introduces a competing product or opens a store in proximity.
Qualitative – This method depends upon a person’s perception or subjective views about a market. Most suited when there is little past data available to work with. When a new line of products is launched, people can formulate forecasts based on comparisons with other products, or conditions that they consider alike. 
Casual - based on the assumption that the variable to be forecast (dependent variable) has cause-and-effect relationship with one or more other (independent) variables. For instance, demand for commercial loans is often closely associated with interest rates. So if interest rate cuts are expected in any given period of time, loan forecasts can be produced using the casual connection with interest rates.  
iii. What is a Qualitative Forecasting Method in supply chain forecasts?
Subjective judgment based on the opinion expressed by consumers and market experts. This method is adopted when there is no historical data.
iv. Outline the different ways used for managing credit risk.
These activities mean putting into action the events that will execute and impose the credit policies of the corporation. The first main activity in this process is to work with the business salespeople to approve sales to certain customers. 
After a sale is made, people in the credit area work with customers to provide a variety of services. They work with customers to organise product returns and issue credit memos for returned products.
Credit works by allowing the company to take intelligent and calculated risks that support its business plan. What may be an unwise credit decision from one point of view, might be a good business decision from another perspective. 
[bookmark: _GoBack]v. What is ‘Aggregate Planning’? Outline the approaches used in Aggregate Planning.
Aggregate planning is a marketing activity that does an aggregate plan for the production process, in advance of 6 to 18 months, to give an idea to management as to what quantity of materials and other resources are to be procured and when, so that the total cost of operations of the organization is kept to the minimum over that period.
2. What is procurement? Discuss the main categories of procurement. 
Procurement is used to ensure the buyer receives goods, services, or works at the best possible price when aspects such as quality, quantity, time, and location are compared. Corporations and public bodies often define processes intended to promote fair and open competition for their business. The procurement function can be divided into five major activity categories:
a. Purchasing – Typical activities linked to issuing purchase orders for required products.
b.  Consumption Management – There must be an understanding of how much of what types of products are purchased from whom and at what price.
c. Vendor Selection – there must be a continuous procedure to explain the procurement capabilities required to support the company’s business strategy as well as its operating structure. 
d. Contract Negotiations – This is when items, prices and service levels are discussed. The simplest negotiations are those agreement where vendors are selected on basis of the lowest price. 
e. Contract Management – Once contracts are put into action, supplier performance against these contracts should be measured and manged. 
3. Discuss what the term ‘Inventory Management Plan’ means.
Inventory Management Plan is a collection of techniques that are applied to manage inventory levels within dissimilar companies in a supply chain. The aim is to lower the cost of stock as much as possible, while maintaining the levels of service to customers. There are three types of inventory:
a. Cycle inventory
b. Seasonal Inventory
c. Safety Inventory
Both cycle and season inventory are affected by economy of sale. Safety inventory is affected by the certainty of product demand.   

