
trRS IT Y
SCHOOL OF FROFESSIONAI-, STUDIES

BACHEI,OR OF BUSINESS ADMINISTR.ATION

UNIT CODE/I',{AVtrE: tsAP 401: INVEITTORY MA},IAGEMENT

September- December 201912A2A End Semester Exam - Time: 2 Hours
Instruetions: Ansler Questiom ONE (Cornpulscry) and any other TWO questions

QUESTION ONE
a) Define the foliou,,ing terms as used in inventory management (11 hdarks)

i) Economic order quantity
ii) F{olding costs
iii) Lead time
iv) Furchase order (FO)
r,) Pipeline inventory
vi) Safety stock
vii) Third-par1y iogistics (3PL)
viii) Variant
ix) Crder fulfillrnent
x) Cost of goods sold{COGS)
xi) Dead stock

b) Suppose that your company sells a product for which the annual demand is 10,000 units"
Flolding costs are $1.00 per unit per year, and setup costs are $200 per order

i) What is the economic order quantity for your product? (3 Marks)
ii) What is the total annual cost of ordering and holding? (3 Marks)

c) Explain ln detail the major inventory management techniques (5 Marlcs)
d) Explain rvhy inventory management is important to organizations and business entities

(7 S{arks}
QUESTTON TWO

a) Citing examples explain tire major inventory managernent types (trt) Marks)
b) Why are SKUs(Stock Keeping Units) important in inventoiy management (5 Marks)

QUESTTON TI{REE
a) Define Dernand forecasting
b) \\rhy is dentand forecasting usefLl in inventory managemenl
c) \fuhy is Ferpetual inventor3, management important to organizations

(3 Marks)
(5 Marks)
(7 Marks)

QUESTTON FOuR
a) V/hat are tire rnajor Fros and cons of ABC inventory management (10 Marks)
b) What do yori u.nderstand by backordering and lvhy is impodant in inventory management.

(5 N{arl<s)
QUtrSTTON FIVE
a) Highlight the major Ethical issues in inventory management (lCI &{arhs}
ir) What are scme cf tire conten-iporary issues in inventory management (tr5 Marlis)
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