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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.
i: 
Inventory management is a supervision of stock items. It supervises the flow of goods from manufacturers to warehouses and from these facilities to point of sale.
ii:
The purpose of keeping stock is to provide a buffer between supply and demand. It`s better to keep an extra level of stock what is maintained to reduce the risk of stockout.
iii:
The reorder cost is a price that organizations incurs for placing repeat orders. 
iv:
The holding cost are those associated with storing inventory that remains unsold. The holding costs include the price of goods damaged or spoiled, as well as that of storage space, labor and insurance.
v:
The procurement department issues purchases orders, develops term contracts and acquires supplies and services. Procurement is helping to steamline process, reduce raw material prices and costs and identify better sources of supply.

2.
The reason keeping stock is good because it helps in estimating unexpected demands or at unexpected times. It controls small or delayed deliveries. It enables to purchase stock at lower prices which are expected to rise. Allows to manage seasonal operations effectively. Provides shield during emergencies. It gives a benefit of price discount on bulky items.

3.
The cost involved in keeping stocks are the unit costs, reorder costs, holding costs and shortages costs.
The unit cost is the price by the supplier for an item purchased or the cost incurred by an organization to purchase one unit of an item. 
The reorder cost is the cost that organization incurs for placing repeat orders.
The holding cost is the cost of keeping one unit of sock for a period of time. Other holding costs result due to storage space, loss, handling and special treatment.
The shortage cost is the cost of having a shortage and not being able to meet demand from stock. Shortages of stocks may result in the cancelation of orders and heavy losses in sale.
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