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1)  

i. Inventory Management is the practice of controlling of flow of raw materials into an organization, from ordering, storing and usage / stock levels of these goods and services. 
ii. The purpose of keeping a stock in a supply chain is to act as buffer between supply and demand mainly, improves customer service and responsiveness to sudden demands, also it improves the ordering economies of scale, decreases transportation costs and ordering costs. 
iii. A reorder Cost is the cost that a company incur when placing a repeated order. It usually includes the costs of all the procurement department, in terms of times to prepare the PO, communication, transport, inspection … which is reoccurring constantly throughout the year, so the best way to calculate a reorder cost is to divide the annual cost of the purchasing department by the number of orders done within this year.
iv. Holding Cost is the cost of keeping a stock per a period of time (holding it until it is needed). The money used to hold this stock is either borrowed (incurring interest’s rates) or could be used as liquid cash in another location. 
v. Procurement department is the engine of the supply chain, it coordinates the goods and services flow from financing, to negotiating prices the 
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Purchasing goods, inventory control and disposal of waste product such as packaging.

2) As already advised, the main reason for keeping a stock is to act as buffer or a cushion between supply and demand changes. These stocks enables operations to keep working efficiently , even if there was a delay in transport or a sudden increase in normal demand or seasonal demands, it also decrease the costs of purchasing by enabling the stock purchase at lower prices , or get a better buy for bulk orders … 

3) Having a stock usually represents 25% of a company’ s yearly costs, the main thing is to decrease these costs as much as possible while keeping a certain level of stock. There are 4 components to stock costs : 

· Unit cost : is the actual price of purchasing an item that will be held in stock at a later stage, this cost can be known from the invoices or the purchasing order, or from an estimate ( in case the company manufacturers their own products )
· Reorder cost: incur when placing a repeated order. It usually includes the costs of all the procurement department, in terms of times to prepare the PO, communication, transport, inspection …
· Holding cost: is the cost of keeping a stock per a period of time (holding it until it is needed). The money used to hold this stock is either borrowed (incurring interest’s rates) or could be used as liquid cash in another location. 
· [bookmark: _GoBack]Shortage cost : occurs when you place an order for items that are not in stock anymore, it is usually high costs as the companies need to retain their good will and have the products available at all times, so transport charges may increase, rescheduling production or speed of delivery. Usually companies tend to avoid these costs by holding stock which is on the long run more efficient than spot orders.
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