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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. 
	What is inventory management?

This is managing of stock (Goods, Products and Raw material) held by a business to sell to end customers. The reason of keeping stock is to make it act as a buffer between supply and demand, and this allow operations to continue disruption free adhering to the management principals  as shown below.

 act as a buffer between various operations of supply chain
 helps in estimating unexpected demands, or at unexpected times
 controls small or delayed deliveries
 gives a benefit of price discounts on bulky orders
 enables to purchase stock at lower prices which are expected to rise
 eases the purchase of rarely available
 allows to manage seasonal operations effectively
 reduces goods transportation costs
 provides shield during emergencies
 may act profitable during periods of higher inflation

Types of stock kept can vary as shown below.

Raw materials: the materials, components and parts that organizations purchase for
    making finished products or reselling to end customers.

 Work in process: material that is still in production phase. It is not finished.

 Finished goods: These are finished products and are waiting to be delivered to end 
    customers. 
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Define the holding cost.

Holding cost can be define as the keeping of individual units of stock for a specific period. This stock is tied up money which can be utilize elsewhere in the business, holding costs result due to storage space, loss handling, refrigeration, insurance and administration along with obsolete stock which can lose value for example spare parts or expired food Products having shorter life cycles, below is a break down of the annual percentage values of the unit cost 

% of unit cost
Cost of money 10–15
Storage space 2–5
Loss and obsolescence 4–6
Handling 1–2
Administration 1–2
Insurance 1–5
Total 19–35
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