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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. 
	Please insert your completed assignment (in word format) here:

1. (15) Give brief answers for the followings questions: 

i. The Time Series Method, which are used for forecasts in supply chains, is based on the assumption that: 

a. Demand is strongly related to particular environmental factors. 

The Time Series method of forecasting is very general and is based on historical demand.  In order for this to be accurate the time series method presumes that the environmental factors are stable and will not change.  This is the method commonly used in software forecasting.

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

Historical patterns show trends and patterns; however, they are only accurate if the internal and external environments remain consistent.  Demand can be influenced heavily by financial changes and political changes can have an impact.  Historical patterns are good for indicating trends and will show seasonal increases.

c. What will happen if a competitor opens a new store nearby? 

Demand could drop due to competition, it would all depend on the pricing and products that they offer.

Explain the above-mentioned statements with reference to the Time Series Method

ii. Explain the four variables of supply chain forecasts.

SUPPLY

The quantity of product available in the market place.  Scarcity often increases demand.

DEMAND

Demand elasticity – greater demand pulls more product, less demand results in the product having to be pushed out.  It would also depend on the product life cycle, demand is often low towards the end of the product life cycle when the product has reached saturation point.

PRODUCT CHARACTERISTICS

The characteristics of the product can influence demand.  An example would be mobile phones, initially mobile phones were just about receiving call and texting.  Smart phones able to connect to the internet created a demand.  The features a product has can impact on demand especially if the functionality is new and no other competitors are offering the same functionality. Again, the stage in the product life cycle is a high contributing factor.  Demand for products with new technology can spike quickly and result in reduced demand for less advanced versions.

COMPETITIVE ENVIRONMENT

Demand is influenced by the suppliers that all have the market share.  If one supplier launches a special offer this will increase their market share and decrease the demand for other suppliers.  The market share is impacted on by aggressive advertising and price reductions., special offers etc.


iii. What is a Qualitative Forecasting Method in supply chain forecasts? 

Qualitative forecasting method is based on qualitative information.  Qualitative data is different to quantitative data as it is based on descriptive information relating to people’s opinions and perception.  Helpful when there is little historical numerical data.

Iv .Outline the different ways used for managing credit risk. 

There are several ways that organisations can manage their credit risk:

1.  IMPLEMENT CREDIT AND COLLECTIONS PRACTICES

Increase sales to customers that extend greater credit or extended payment terms without any fines for late payment.  Agreements can also be entered into to facilitate discounts if payment is made within a specified and agreed time limit.

Credit control work with customers to process returns and raise credits for returned items.  Work with consumers and suppliers to solve disputes relating to deliveries, orders and invoices.

Collections work to recover monies; payment terms and schedules can be renegotiated.

2.  MANAGE CREDIT RISK

The credit department work with other areas of the business to reduce the risk of selling to new customers and purchasing from new suppliers.  Favourable payment terms can be negotiated.  Credit risk can be reduced by using various methods such as; insurance, liens on customer assets and loan guarantees provides by the government against exports.


v. What is ‘Aggregate Planning’? 

Aggregate planning is the pan to ensure demand maximises revenue for the company.  The pan is high level and details the levels of production and inventory in the short term (up to 18 months).  

The plan details the short-term decisions relating to production, stock and distribution.  Parameters will be set relating to:

Production capacity
Labour resource
Overtime hours
Agency/temp labour
Inventory – stock on site and orders served by back orders
Transportation of stock for fulfilment


Outline the approaches used in Aggregate Planning. 

There are three variables that should be considered:

Level of production capacity
Level of utilisation of the production capacity
Level of inventory to carry

The different approached used are:


PRODUCTION CAPACITY TO MATCH DEMAND
The production capacity matches the demand.  The aim is to use 100% of the production capacity at all times, facilitated by adding or reducing labour or machine capacity as and when required.  Keeps the stock levels down but difficult to control as there is a financial, training and morale cost in taking people on and letting them go continually.  This method is reactive and not proactive.  Logical when the storage costs of carrying excess inventory is high and labour costs are low.

UTILISE VARYING LEVELS OF TOTAL CAPACITY TO MATCH DEMAND

Easily facilitated if there is excess capacity available.  A base level labour force can be maintained to meet varying demands.  This allows some stability and increases quality.  Logical when the cost of storing inventory is high and the cost of excess capacity is low.

USE INVENTORY AND BACKLOGS TO MATCH DEMAND

Allows a consistent workforce and capacity and a regular rate of output.  Stock is built up or run down depending on the peaks and troughs in demand.  High capacity costs reduced variable capacity costs.  Logical the cost of increasing the capacity and resource is high and the cost of storing high levels of inventory is low.


What is procurement? 

Procurement
Is sourcing products and or resources that allow a business to operate and obtaining them at the best price possible, with the most favourable business terms and conditions.


Discuss the main categories of procurement (8) 

PURCHASING
Raising purchase orders for products/services these can be direct or planned products sold straight to customers or indirect or MRO (maintenance, repair and operations) items that the business purchases to enable them to run their day to day activities.  Negotiations are made, purchase orders are raised and forwarded to vendors and orders are satisfied.

CONSUMPTION MANAGEMENT

Analysis of data relating to the classifications of products being purchased and information relating to suppliers, prices and payment terms.  Forecasting demand of the products/services in each classification and monitoring to ensure that there is no overspend.  Underspends must also be investigated as it is crucial that forecasts are as accurate as possible to ensure budget forecasts are accurate.
VENDOR SELECTION

Procedure to enable procurement to select the best vendors for the product.  In addition to product price other elements need to be investigated such as lead time, quality of product, maintenance support etc.  Many businesses have a chosen vendor list, these vendors are tried and tested and have successfully reached the expected targets/service levels.

CONTRACT NEGOTIATION

Pricing, quality expectations, lead times, delivery times and other service level agreements are all negotiated and agreed.  Vendors of direct and indirect materials require service levels to work towards, service levels also allow businesses to measure the success of their vendors.  Fulfilment requires the flow of data from one system to another, communicating with customers, payment schedules, processing payments etc and all these items needs to be negotiated.

CONTRACT MANAGEMENT

One the negotiations are over and the contracts are agreed the contracts then need to be managed and monitored against performance.  Regular meetings need to take place to share information and discuss any issues.  Reports may be compiled relating to a vendors’ performance against SLAs and these will be reviewed at regular performance review meetings.


Discuss what the term ‘Inventory Management Plan’ means. (7)

Inventory Management Plan

A set of procedures used to manage inventory levels within companies.  The overall objective is to reduce the cost of inventory but still meet customer expectations relating to level of service.  The inventory management looks at the forecast demand and the prices of inventory.  The aim is to balance demand with inventory holding while gaining the best possible prices by using economies of scale.

There are three types of inventory:

Cycle inventory
Seasonal inventory
Safety inventory

Most inventory management operations in business comprise of a mix of the three different types of inventory.
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