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	What is inventory management?
Inventory management is a procedure of maintaining product inventory levels so to have the product availability for the market or customer when required. It’s a way to decrease the cost of products while still keeping the supply to suit demand. Every organization keeps stock no matter what they deal in.
What is the purpose of keeping stocks in supply chain?                                                      
Keeping stocks in supply chain allows the supermarket or shop to keep working efficiently even if there is a breakdown in transportation and goods are delayed or if there is a sudden demand for a product. Stocks act as a buffer between supply and demand, can allow discounts on big orders, if stocks are expected to rise in price bulk stock can be bought at a lower price, stock can provide cover during emergency and can be profitable during high inflation.
What is a reorder cost?
It cost money to reorder stock or products and this can include cost to get an order ready, contacting people, receiving the order, quality control, checking the products, testing and counting. Quoting from the chapter the best way to calculate cost of reorder is to divide the annual cost of the purchasing department by the number of orders sent out.
Define the holding cost.
Holding cost is the cost of keeping stock over a period of time. If there was money borrowed to buy the stock there has to be interest paid on this money and the stock lying in warehouse and if they paid cash for the stock this is money that might be used elsewhere its dead money. You will also have storage space taken up the stock can get damaged in storage if stored or handled incorrectly and also if stored too long can go past its sell-by date and then its wasted. Some stock will need certain temperature so you might have cold storage or heating cost and you also have to pay insurance. These are some of the costs involved with holding stock.
What does procurement department do in supply chain?
Procurement department takes care of all the materials that is needed by a business and for all the activities involved in getting the materials from suppliers into a business. Procurement gives the order for transfer of materials and is all about communication and information. Every company needs some form of materials and its procurement that organizes this. Procurement is very important in supply chain as it forms a link between the businesses. It can be split into five main activities (1) Purchasing, (2) Consumption Management (3) Vendor selection (4) Contract negotiation (5) Contract management.
Discuss the main reason for keeping stock.
The main reason for keeping stock is so that the shop or supermarket can continue business as normal and evade any disruptions or hold up in sales. Stocks act as a buffer between various operations of the supply chain. Let’s say we had a spell of bad weather and all transport was off the road stock would come into play because the supermarket or shop could carry on as normal and work from the buffer stock. Sometimes there is a high demand for certain products at different times and the buffer stock can counteract any shortage and customer will have supply. If small deliveries get held up for some unforeseen reason the buffer stocks will eliminate any supply problem to the customer. If bulk orders are bought the cost can come down. Forecasting can tell if products are going to rise in price and the supermarket or shop can buy in bulk at reduced rate and this would be cheaper for the customer and a profit for the buyer. There are seasonal operations for certain types of stock that the shop knows will sell at certain time and the stock can have them ready for such event. Stocks reduces transportation costs and can be very profitable during high inflation periods. At the end of the day it’s all about profit and keeping stocks can do this as well as keeping the customer happy and one thing a shop does not want is to lose customers to another opposition. We could add that stock is to avoid shortages, to meet demand, benefit from discounts, deal with variations in demand and it’s down to good management to plan all this.
Discuss in detail the cost involved in keeping the stock.
Holding cost is the money spent to keep and maintain a stock of products in storage to meet variations in demand. We can start with the warehouse itself. If the company does not own the warehouse they will be paying rent this is a cost. In the warehouse there would have to be certain machinery for movement of materials this would be another cost. Now you will have to have labor to work the machinery and move and monitor stocks and this is a cost. Some stock will get damaged in the warehouse and also some stock will go past its sell by date and this is more cost. The company might have borrowed money to buy the stock and the interest on this money is a cost for stocks that are not moving fast. Some stocks require certain type of storage and temperature and this is another cost and you will have lighting cost. Maybe the warehouse is the wrong side of town and security has to be employed to patrol the compound another cost. A company has to try and reduce the cost but at the same time keep enough stock to avoid shortages. There has to be a balance found between the cost of keeping stock and the benefits of holding stock. According to the chapter costs of carrying stock a business has to incur an estimated twenty five per cent a year cost to carry stock.
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