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1.	Give short answers for the following questions:
I. What is Inventory Management?
Answer
Inventory management is the practice overseeing and controlling of the ordering, storage and use of components that a company uses in the production of the items it sells. Inventory management is also the practice of overseeing and controlling of quantities of finished products for sale.

Ii What is the purpose of keeping stocks in a supply chain?
Answer

The purpose of stock keeping is to helps make a business more profitable by reducing the cost of goods sold and increasing the sales. It helps increase speed, accuracy, accountability and mobility in all the operations and processes within a business. Both small and large business can benefit from inventory management by boosting efficiency in the supply chain and reducing costs and waste.

Iii What is a reorder cost? 
Answer

Total expenses involved in repeating an external supply-order or an internal manufacturing-order. It may also include order preparation, communications, transportation, receiving, inspection, administrative overheads, and other costs.

V Define the holding cost.

Answer
Holding costs are referred to as carrying cost, carrying cost of inventory or cost refers to the total cost of holding inventory.

v.	What does the procurement department do in a supply chain?
Answer
Procurement is the practice of planning and directing the activities of purchasing agents who buy materials needed for the operations of a company or organization. Procurement management also involves oversight of the supplier evaluation and purchase negotiation process.
Procurement is the systematic approach used for buying all the goods and services needed for a company to stay sustainable. Manage your procurement well, and it will add value to all your business practices and save you both time and money
Buying the goods and services your company needs on time, of the best quality and at the best price.
That’s procurement management your company will value.

	(15)

	2.	Discuss the main reasons for keeping the stocks.
Answer
There are three basic reasons for keeping an inventory:
(i) Time - The time lags present in the supply chain, from supplier to user at every stage, requires that you maintain certain amounts of inventory to use in this "lead time."
(2) Uncertainty - Inventories are maintained as buffers to meet uncertainties in demand, supply and movements of goods.
(3). Economies of scale - Ideal condition of "one unit at a time at a place where a user needs it, when he needs it" principle tends to incur lots of costs in terms of logistics. So, bulk buying, movement and storing brings in economies of scale, thus inventory.
All these stock reasons can apply to any owner or product stage.

	

	3.	Discuss, in detail, the costs involved in keeping the stocks.
Answer
There are a number of costs that are involved in keeping Stock. Which include among other things
Inventory Cost 
The cost of storing and maintaining that items for however long it takes to sell. Inventory costs can be broken down into the following groups,

Currying Costs
These are the costs that are related to keeping inventory in stock

Ordering Costs
These are the cost that are incurred to prepare and process purchase orders, receive, and inspect merchandise that has been ordered. The pay that is received by the people that order inventory, deliver inventory,
And receive and stock inventory is considered an ordering costs.

Shortage Cost
These are costs that a business incurs when they run out of cost
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