[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	5Student Name:
	Aulus Cifor

	Student Number:
	33379

	Course:
	Advanced Diploma in Logistics Management (Level 5)

	Assignment NO:
	[bookmark: _GoBack]07



Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	
1.
iv. inventory management are sum of policy adopted by one company related to inventory. These policies are related to:
- what material is purchased
- when is purchased
- quantity purchased
- how much material will be under processing
- how much final product will be kept in stock
- what kind of final product will be kept in stock
v. Every company keep material on stock. The main purpose of stock is to BUFFER the supply chain. This means to ensure that are no missing material in raw material, process or final product to not satisfy demand.
The purpose of stock is to cover supply chain variability.
vi. Reorder cost is sum of cost involved in reorder process.
These costs are:
1. stock level cost analyze
2. communication
3. check order
4. ordering
5. testing, quality control
6. sorting, verifying material
7. etc
3. Holding cost
Holding cost is cost involved to keep one unit from one item for a period of time.
4. Purchasing department has responsibility to order raw material and consumables into organization. The main task in ordering is to order optimum level of stock, to not have extra material on stock, wrong material, obsolete/expired material.

3. Main reason to keep material on stock
- buffer between supply and demand in full supply chain
-control small delays in delivery
-give benefits of price discounts in ordering process (or lowering the cost – bulk order)
-manage season available materials
-reduce goods transportation cost
-can be profitable during inflation

5. Cost for keeping the stock
An important indicator in company overview is cost for keeping the stock. This cost msut be as smallest as possible, in order to not have discontinuities in Demand.
Cost for keeping the stock have following components:
- Unit cost – cost for material itself (affecting cash flow)
- Reorder cost – cost for reordering (sum of all activities cost involved in reordering process)
- holding cost – cost to keep the items in storage
All these cost must be balanced by Shortage cost
- Shortage cost is cost of having shortage in one material – this shortage create disturbance in process, giving extra cost in rescheduling the production, re-timing the maintenance period, laying workers, etc
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