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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.  Demand can be strongly related to certain environmental factors, the seasons in a year effect demands across varying products, such as umbrellas and swim suits, you would expect to see the sales of swim suits increasing in the summer and sales of umbrellas decreasing. This could be proven by using the time series method to look at past sales over the years to ensure that this assumption was correct. Environmental factors such as freak heat waves or storms could be an exception to this method and therefore organisations may want to carry extra stock to be able to meet unanticipated customer demand. 
b. By using the time series method, we can clearly see past sales figures to then use these as a basis to future forecast. Providing the data collected is steady year on year, then these figures could be used as a good indication for future demands or where certain products didn’t sell and therefore no unnecessary stock is to be held. These past sales tell us if there are times when our demands are likely to rise or decrease and stock levels can then be adjusted accordingly to expect these changes.
c. In this instance, the time series method wouldn’t be a good forecasting method unless another competitor had opened nearby in the past so there was comparable data. I would expect sales to potentially drop initially and therefore by using the time series method, the organisation may be left with excess stock which is costly to store. Unexpected factors such as this one need to be judged separately and decisions based on the short-term factors such as customer behavior and price in the market. 
ii. There are four variables to consider when forecasting, the first is supply, this is looking at how many organisations manufacture the products you will need and how easily accessible are they. Secondly is demand, this looks at how many people will by your products and when. Demand can be affected by many factors such as the weather or the current financial climate. Thirdly are the product features, the more equipped and innovative your product the more likely you are to attract a higher demand. Lastly is the competitive environment, this is knowing who your competitors are and being able to stay ahead of the came with time-scales and price.
iii. The qualitive forecasting method is based on people’s opinions of the current market. This method is used for the release of new products or for new businesses. It has to be used as there tends to be no past data to be able to make any predictions. 
iv. There are several ways to manage credit risks, they include setting up payment terms for the organisation and their customers. Credit insurance can also be used to help safe guard the financial security of a company. Advertising and sales teams can promote new products etc. to ensure sales and continue with company growth when loans are secured. 
v. Aggregate planning is a plan to ensure an organisation meets demands as well as increasing company sales. Within aggregate planning all decisions are made for the short-term such as production rates, staffing levels needed, immediate and how products will be distributed. 


2. Procurement is the purchasing of materials/products within a business at the best price possible with the highest service levels, these products can be either direct or indirect materials. Direct materials are used to form finished products that a company sells, whereas indirect materials are what businesses use daily; such as paper. To purchase any materials, consumptions levels need to be managed to ensure that the right products are being ordered in the correct quantities to meet demand. These levels need to be monitored regularly to ensure no excess stock is being held. There are many companies out there that sell the same or similar products, therefore the right supplier needs to be selected not just on the cheapest price but also on the services that they offer such as, after sales support and meeting demand. Once the correct supplier has been found a contract then would need to be negotiated to fix prices and agree on order processes and delivery arrangements. After the contract has been put in place it will need to be managed to ensure that performance remains at a high standard and if not penalties can be put in place as a result.

3. An inventory management plan is a collection of techniques that are used together to manage and monitor stock levels of the different companies with a supply chain. By managing these the stock levels prices can be kept low and high service levels to consumers can be maintained. The plan mainly consists of two inputs to do this, the price of goods and the predicted demand. Within an inventory management plan three kinds of inventory need to be studied and considered, these include cycle inventory which is used to meet the current demand between orders being placed. Stock could also be purchased in bulk to save money and stock stored until purchased. Seasonal inventory is stock that is purchased or produced to meet potential future demand, such as Easter eggs at Easter. These predictions need to be as accurate as possible otherwise it can be costly to store stock that isn’t needed or is no longer fit for sale. Lastly safety inventory is the holding of extra stock to prepare for an unexpected demand, running out of stock can be just as costly to a business therefore, the cost of holding safety stock is fairly balanced against the risk of losing business and customer loyalty. 
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