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1.
1.1	Inventory Management is a collection of interdisciplinary process that includes a full circle from supply chain management to demand forecasting, through inventory control and including reverse logistics.
1.2	Inventories are a major component to any organizations and logistics systems and such require to be planned and managed. If we didn’t have stock there would be shortages, production and project delays. Examples for having inventories are Variability of lead times, demand variability, Seasonal inventory.
1.3	Reorder cost is total expenses involved in repeating an external supply-order or an internal manufacturing-order. It might also include order preparation, communications, transportation, receiving, inspecting, administrative overheads and other costs as well.
1.4	Holding cost are the additional costs involved in storing and maintaining inventory that remains unsold these costs are one component of total inventory costs, along with ordering costs and storage costs. A company holding cost include the cost of goods damaged or spoiled, as well as the cost of storage space, labour and insurance.
1.5	Procurement department sources goods and services, it also forms necessary connection between businesses in the supply chain and it gives a system for coordinating the movement of materials between supplier and consumers. The aims of the procurement department are to establish fundamental requirements, sourcing activities such as market research and vendor evaluations, negotiations of contracts. It can also include purchasing activities required to order and receive goods. 
2.	Keeping stock provides a buffer between supply and demands. It can help by estimating unexpected demands and control small or delayed deliveries. It can also help to manage seasonal operations effectively.  Keeping stock, you might be able to purchase stock at lower price as you will already have a set amount in stock so you will have enough to cover demand if needed. It can also provide a shield during emergencies and maybe more profitable during times that have higher prices.

3.	There are various costs involved in keeping stock. 
1. Purchase costs, 
2. Ordering costs (also known as procurement costs),
3. Carrying costs, 
4. Stock out cost, 
5. Warehousing cost, 
6. Damage costs. 
Within carrying cost there is direct costs and indirect costs. 
Direct costs 
· capital cost, 
· storage cost, 
· service cost, 
· risk cost. 
Indirect cost 
· Business Risk, 
· Opportunity costs 
· Incremental Increases (Excess Inventory, facilities, transportation)
You could also have exchange rate differentials. 
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