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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 a.  Causal forecasting methods assume that the demand forecast is highly correlated with certain factors in the environment (the state of the economy, interest rates, etc.). Causal forecasting methods find this correlation between demand and environmental factors and use estimates of what environmental factors will be to forecast future demand. For example, product pricing is strongly correlated with demand. Companies can thus use causal methods to determine the impact of price promotions on demand.
b. Time-series forecasting methods use historical demand to make a forecast.
They are based on the assumption that past demand history is a good indicator of future demand. These methods are most appropriate when the basic demand pattern does not vary significantly from one year to the next. These are the simplest methods to implement and can serve as a good starting point for a demand forecast.
c. When a competitor sets up on your doorstop it may be hard to see the silver lining, but things might not be as bleak as they first seem. There are ways to safeguard your business - and you could even benefit from this unexpected challenge. Your competitor is yet to find their feet. If you have staff, their knowledge of your business and its customers is hugely beneficial. It can be difficult, but weigh up what impact the competitor will have on your sales. Be realistic. and at what quality and price. How good is their customer service? Ascertain what your competitor sees as their key strengths and selling points. These are key areas on which you need to compete. If they have a shop, undertake a secret fact-finding mission. You might even be able to pick up some tips.
ii. The Four Forecasting Variables
· Supply Amount of Product Available
· Demand Overall Market Demand for product
· Product Characteristics Product Features that influence demand
· Competitive Environment Actions of product suppliers in the market
iii. Qualitative Methods depend upon a person’s perception or subjective views about a market. These methods are most suitable when there is little past data available to work with. When a new line of products is launched, people can formulate forecasts on the basis of comparisons with other products or conditions that they consider alike. Using production adoption curves people can predict what will occur in the market.

iv. Manage Credit Risk
The credit function works to aid the company take intelligent risks that maintain its business plan. What may be an awful credit decision from one viewpoint might be a good business decision from some another perspective. If a business wants to expand market share in a definite area it might make credit decisions that assist it to do so. Credit people work with other people in the company to find new ways to lower the danger of selling to new types of customers. Payment terms that are good-looking to consumers in these market segments can be devised. Credit risks can be decreased by the use of credit insurance, liens on consumer assets, and government loan guarantees for exports. For main customers and chiefly large individual sales, people in the credit area work with others in the business to structure particular deals just for a single consumer. This increases the worth that the business can offer to such a consumer and can be an important part of securing a new business.
v. Aggregate Planning
Once demand forecasts have been formed, the next stage is to generate a plan for the business to meet the predictable demand. This is termed as aggregate planning and its function is to assure demand in a way that can maximizes revenue for the corporation. The planning is done at the collective level and not at the level of individual stock keeping units (SKUs). It sets the best levels of production and stock that will be implemented over the next 3 - to - 18 months.
    The aggregate plan is the frame within which short-term decisions are taken about production, stock, and distribution. Production decisions engage setting parameters like the rate of manufacturing and the amount of production capability to use, the volume of the workforce, and how much subcontracting and overtime to use. Inventory decisions can be how much demand will be served right away by stock on hand and how much demand can be met later and turned into backlogged orders. Distribution decisions describe how and when product will be shifted from the place of production to the site where it will be used or acquired by customers. There are three fundamental approaches to take in creating the collective plan.
2. Procurement is an acquisition process used to secure services, goods and work from external sources. External to your organization, company, institution, charity or own person. Before an agreement can be reached, the external source must be appropriate and provide you with a solution to your problem. Following that decision, price or cost need to be satisfactory. Large public and corporate organizations like to promote choice and greater competition with procurement and acquisition programs. Choice and quality go a long way in business. Ultimately everyone can benefit.
The Procurement Function can be divided into five major activity categories:
1. Purchasing
2. Consumption Management
3. Vendor Selection
4. Contract Negotiation
5. Contract Management
Purchasing
These activities are the normal activities linked to issuing purchase orders for required products. There are two kinds of products that a company buys: (1) direct or planned materials that are required to make the products that the business sells to its consumers; and (2) indirect or MRO (Maintenance, Repair, and Operations) products that a business uses as part of everyday operations.


Consumption Management
Effective procurement starts with a thought of how much of what classifications of products are being bought across the whole company as well as by every operating unit. There must be an understanding of how much of what types of products are purchased from whom and at what prices.
Vendor Selection
There must be a continuous procedure to explain the procurement capabilities required to support the company’s business strategy and its operating structure. This definition will give insight into the comparative significance of supplier’s capabilities. 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 mechanical support can simply be estimated in light of business plan and the company’s operating model.
Contract Negotiation
As a specific need for a business arises, contracts must be discussed with individual suppliers on the chosen vendor list. This is where the particular items, prices, and service levels are carried out. The simplest negotiations are those agreements where vendors are selected on the basis of lowest prices.
     The most multifaceted negotiations are for agreements to buy direct materials that must gather exacting quality essentials and where high service levels and mechanical support are required.
Contract Management
Once contracts are placed into action, supplier performance against these contracts should be measured and administered. Because businesses are shortening their suppliers’ base, the performance of every supplier that is selected becomes more important. A particular contractor might be the only source of an entire group of products that a business wants and if the supplier not meeting its contractual obligations, the activities that depend on those products will be negatively suffered.





3. Inventory management is not as simple as ordering and selling, yet it doesn’t have to be overwhelming, either. In fact, strategic planning can create greater efficiencies by establishing processes within your control, such as forecasting and ordering procedures. You can decide what to order, when and how much based on informed strategies. What comes in your back door and leaves through your store’s entrance is part of several strategic plans for inventory management.
Tracking
The best ordering strategies are based on factual data provided by tracking. Technology tracks how much you ordered last time, as well as last year. This is important, because most retail businesses experience sales seasonality. If you carry a homeopathic allergy tincture, for example, it’s going to sell during the height of allergy season. So while tracking data might show how much you ordered last month, consider the seasonality factor. You can purchase inventory replenishment software and work with any technologies your distributor offers. Develop ordering procedures based on these tracking technologies.

Trends
It’s possible to be spot on with gut reactions as to what customers are going to buy, but reliance on individual observations doesn’t always reveal the greater buying trends driving consumerism. Illinois-based SPINS is an example of a retail information provider that partners with distributors and retailers to provide accurate information on products and how well they are selling nationwide. Look at this data quarterly, in addition to reviewing industry trends once a year. If sugar is an ingredient consumers are avoiding, for example, then you might want to reduce inventory in your candy category.

Team Forecasting
One strategy to get employees on board with inventory management is to involve them in team forecasting. Tracking and trends provide data you can share with department managers and their staff. Encourage managers to improve forecasts by linking inventory management to gross profits. Sales and inventory are obviously linked, but sometimes managers need to look beyond the daily ordering and see the greater picture. When teams forecast together, employees are more likely to react to how well their predictions are and discuss why they were on target or not.

Customer Service
Before you shrug off customer service as part of inventory management, consider loss. Shrinkage is a powerful influencer of inventory management, and according to the 2011 survey of retail theft conducted by Jack L. Hayes International, more than $6 billion was lost to theft that year. Heightened customer service means cultivating a culture of employees who pay attention to each and every customer. For example, if you have a suspected shoplifter in your store, employees should follow him, offering to help him shop. Not only does the question, “Are you finding everything?” deter a potential shoplifter, it also allows your employees to point out specific inventory for sale.
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