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1. 

i. Inventory management is the practice overseeing and controlling of the ordering, storage and use of components that a company uses in the production of the items it sells. Inventory management is also the practice of overseeing and controlling of quantities of finished products for sale. A business's inventory is one of its major assets and represents an investment that is tied up until the item sells.
Inventory management is all about having the right inventory at the right quantity, in the right place, at the right time, and at the right cost.

ii. Keeping stock in supply chain is important and let us avoid risk of stock outs (shortfall in raw material or packaging) due to uncertainties in supply and demand. Stock is held when there is uncertainty in demand, supply, or manufacturing yield; it serves as an insurance against stock outs. Keeping stock is like additional quantity of an item held in the inventory in order to reduce the risk that the item will be out of stock, kept stock act as a buffer stock in case the sales are greater than planned and or the supplier is unable to deliver the additional units at the expected time
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iii. Reorder costs are total expenses involved in repeating an external supply-order or an internal manufacturing-order. It may also include order preparation, communications, transportation, receiving, inspection, administrative overheads, and other costs.

iv. Holding costs are the costs associated with storing inventory that remains unsold, and these costs are one component of total inventory costs, along with ordering costs and shortage costs. A firm’s holding costs include the cost of goods damaged or spoiled, as well as the cost of storage space, labor and insurance. Minimizing inventory costs is an important supply chain management strategy.

v. The Procurement Department is responsible for acquisition of goods, works and services for the Commission. The procurement department is responsible for controlling flow of raw material into an organization but the purchase timing and quantity of material to be purchased are critical to decide. This department co-ordinate internal monitoring and evaluation of the supply chain function, act as a secretariat to the tender, procurement and disposal committees; co-ordinate the receiving and opening of tender documents.
 

2. There is few reason why the companies should keep stock in supply chain :

· Meet variation in Production Demand - holding inventories helps issue the required quantity and item to production just in time.
· Cater to Cyclical and Seasonal Demand - market demand and supplies are seasonal depending upon various factors like seasons; festivals etc. and past sales data help companies to anticipate a huge surge of demand in the market well in advance.
· Economies of Scale in Procurement - buying raw materials in larger lot and holding inventory is found to be cheaper for the company than buying frequent small lots. In such cases one buys in bulk and holds inventories at the plant warehouse.
· Take advantage of Price Increase and Quantity Discounts - if there is a price increase expected few months down the line due to changes in demand and supply in the national or international market, impact of taxes and budgets etc., the company’s tend to buy raw materials in advance and hold stocks as a hedge against increased costs.
· Reduce Transit Cost and Transit Times - in case of raw materials being imported from a foreign country or from a faraway vendor within the country, one can save a lot in terms of transportation cost buy buying in bulk and transporting as a container load or a full truck load. Part shipments can be costlier. In terms of transit time too, transit time for full container shipment or a full truck load is direct and faster unlike part shipment load where the freight forwarder waits for other loads to fill the container which can take several weeks. 
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There could be a lot of factors resulting in shipping delays and transportation too, which can hamper the supply chain forcing companies to hold safety stock of raw material inventories.
· Long Lead and High demand items need to be held in Inventory - often raw material supplies from vendors have long lead running into several months. Coupled with this if the particular item is in high demand and short supply one can expect disruption of supplies. In such cases it is safer to hold inventories and have control.
3. Carrying cost of inventory, or carry cost, is often described as a percentage of the inventory value. This percentage could include taxes, employee costs, depreciation, insurance, cost to keep items in storage, opportunity cost, cost of insuring and replacing items and the overall cost of capital for the company as a whole. They are 4 main costs involved with keeping the stock :
· Unit cost is the cost incurred by a company to produce, store and sell one unit of a particular product. Unit costs include all fixed costs and all variable costs involved in production.
· Reorder costs are total expenses involved in repeating an external supply-order or an internal manufacturing-order. It may also include order preparation, communications, transportation, receiving, inspection, administrative overheads, and other costs.
· Holding costs are the costs associated with storing inventory that remains unsold, and these costs are one component of total inventory costs, along with ordering costs and shortage costs. A firm’s holding costs include the cost of goods damaged or spoiled, as well as the cost of storage space, labor and insurance
· Shortage costs are those costs incurred by an organization when it has no inventory in stock. These costs include:

1. Loss of business from customers who go elsewhere to make purchases
2. Loss of the margin on sales that were not completed
3. Overnight shipping costs to acquire goods that are not in stock
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