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Assessment 8 


1. Give short answers for the following questions: 

I. What is inventory management?
	Inventory management is the orders, storage and the components managing and controlling that a company will use in the production of the items, as well as inspecting and controlling of quantities of finished products for sale. A company's inventory is one of its major assets and represents an investment that is tied up into 3 groups: (Raw material, Work in process, Finished product). It also costs money to store, track and insure inventory. Inventories that are mismanaged can create significant financial problems for a business, whether the mismanagement results in an overstock or an inventory shortage.


II. What is the purpose of keeping stocks in supply chain?
	
Stock : 
· act as buffer in various supply operations;
· helps with unexpected demands or at unexpected times;
· give benefits of bulky order price discounts;
· eases the purchase of rarely available;
· allows to manage seasonal operations;
· reduces products transportation cost;
· provides shield during emergencies;
· may be profitable during periods of higher inflation.


III. What is a reorder cost?
	The organisation may place repeating order. Reorder costs may contain allowances for preparing an order, communication, receiving, delivery, checking, testing, utilization of equipment and follow-ups. Sometimes, costs like quality control, transport, categorization and mobility of received goods are also included.
	
IV. Define the holding cost.
	Holding cost is the cost of holding stock in the storage. Costs include keeping of the storage facilities or its renting, stock handling labour, security. Some stock may become obsolete overtime or lost due theft, mishandle, poor records keeping.

V. What does procurement department do in a supply chain?
	Procurement department involvement in supply chain is huge,
main and most important responsibilities would be obtaining and selling stock, or in general moving stock to minimize the costs and reduce losses.


2. Discuss the main reasons for keeping the stocks. 
	
	There are few reasons for keeping the stock, in most cases supply and demand is not constant; keeping smart amount stock can help evade disruptions in supply chain operations. Sometimes business is bound to keep huge stock, most notably in food industry and seasonal products.


3. Discuss in details the costs involved in keeping the stocks. 
	To manage stock successfully there must be a balance between the cost and benefits of keeping stock. The cost of holding stock include the money we would spent buying stock as well as storage, insurance, handling and administration.
	The benefits of having enough stock on a hand are to meet the demands of the customers. Also we have to keep in mind that having too much stock equals extra expense as it can lead to a shortfall in cash flow and incur excess storage costs.
	Having the right stock and being able to sell it improves cash flow and attracts new investors. Having the wrong stock means loss of income in the form of lost sales.
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