ADTL 04 Assignment 2 is a classroom exercise using the Outcomes and Assessment Criteria of Element 2:  Supply Strategies (2.1.1 and 2.1.2).
	Learning Outcomes 

The learner will: 
	Assessment Criteria 

The learner can: 

	
2.1. Understand the methods used for demand forecasting 
	
2.1.1. Identify and organisation’s current and future demand 
2.1.2. Evaluate the financial implications of supply agreements 

	
	




The exercise is in the form of a classroom exercise (formative assessment).    An example of the questions asked is as follows
1.	A small manufacturing business producing bespoke water pumps for industrial use has relied on the naïve approach to forecast future production but a friend has told them of the benefits of exponential smoothing and exponential smoothing with trend adjustment.    Intrigued they test the concepts against the last 8 period sales, completing the table on the attached sheet using the formulae as appropriate.  

Which of the three methods of forecasting gives the closest result to total actual sales?   

2.	Critically evaluate the major risks, financial and otherwise, of entering into a supply agreement as:



















a. The customer:

· Short inventory holding by supplier– Customer risk running out of stock if there is a sudden rise in demand.
· Exchange rate risk – there is a risk of additional cost if the supplier cost is affected due to rise in exchange rate.
· Poor Quality - A supplier has quality issues that result in quality failures of your products. 
· Loss of business - A supplier of a specialized and difficult to source part goes bankrupt. 
· Late Delivery - A new supplier delivers products late disrupting your supply chain and operations. 
· System failure – risk of a breakdown of information infrastructure due to virus attack, resulting to delays and additional cost.   


b. The supplier:

· Global suppliers are faced with possible trade tariffs across the border, this will mean additional cost to the supplier.
· Suppliers who supply in countries without free trade agreement will have the impact of cross border hassle and delays, this will result in customer running out of stock affecting the entire supply chain.
· When there is a business disputes, supplier may be required to have legal proceedings in the customer’s own country and laws. 
· Exchange rate risk - change of government or political instability, may result to currency devaluation.  
· New regulations in foreign countries will cause operational difficulties, leading to cost particularly for those supplying customers that operate “just in time production. 
· Disruptions – like, natural disasters, trade union strikes, fires and terrorism have the potential to halt the flow of materials, putting the supplier at the risk of late delivery.
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	1
	15
	11
	12
	0.4
	13
	

	2
	18
	15
	13
	0.5
	13
	

	3
	17
	18
	14
	0.7
	15
	

	4
	15
	17
	13
	0.2
	16
	

	5
	18
	15
	13
	0.1
	14
	

	6
	10
	18
	14
	0.4
	15
	

	7
	15
	10
	12
	-0.3
	14
	

	Total
	108
	104
	103
	2.5
	100
	


[bookmark: _GoBack]
image1.emf
Actual Sales 

(Period 0)

Forecast 

(Period 0)

Trend   

(Period 0) Alpha (α) Beta (β)

11 12 0.5 0.2 0.3

Period Actual Sales

Naive 

Forecast

Exponential 

Forecast 

(Round UP 

eg 12.22 

becomes 

13.0) Trend

Smoothed 

Exponential 

Forecast 

(Round UP 

eg 12.22 

becomes 

13.0)

1 15

2 18

3 17

4 15

5 18

6 10

7 15

Total Actual 

Sales

Total Naive 

Forecast

Total 

Exponential 

Forecast

Total 

Smoothed 

Exponential 

Forecast

108

Exponential 

Forecast

Exponentially 

Smoothed Trend

Exponentially 

Smoothed 

Forecast

 

 

     

T F A F

t t t 1 1 1 1

1

  

     

 

 

T F F T

t t t 1 1 1

1

 

     

) (

1 1 1

F A F F

t t t t

  

   


