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DISCUSSION AND REVIEW QUESTIONS 

  1.	 Discuss why inventory management is needed to manage operations 
and supply chains effectively.

  2.	 Why must companies carry inventory?

  3.	 Identify the various types of inventory, and explain how they 
contribute to the operations function of an organization.

  4.	 What are the most common types of costs associated with inventory?

  5.	 Why is inventory critical within supply chains?

  6.	 Identify some of the key metrics organizations used to assess how 
well their inventories are being managed.

  7.	 What are the advantages and disadvantages of physically counting 
inventory?

  8.	 Use the ABC classification method to categorize the various items at 
a local grocery store. For example, in what category would fresh fruit 
and vegetables be listed? Why?

  9.	 Explain the differences among inventory control systems. What are 
the advantages and disadvantages of each system?

10.	 Briefly explain the bullwhip effect. Why is it common in batch-
ordering situations and for products with seasonal demand?

11.	 What steps can organizations take to minimize the bullwhip effect?

12.	 What are some strategies for making inventory systems sustainable?

13.	 Identify key issues related to managing inventory in the service 
sector.

SOLVED PROBLEM 

1.	 Kirby Machine Tools wishes to maintain the fictional company’s 
inventory of spare parts. The items, their unit costs, and amount sold 
annually are shown in Table 15.2. Use the ABC classification method 
to categorize the items.

TABLE 15.2: Example of Inventory Items for Solved  
ABC Classification Problem

Inventory  
Items

Unit Cost  
(in U.S. dollars)

Annual Sales  
(in units) 

  1 70 80

  2 380 60

  3 40 120

  4 90 60

  5 40 100

Inventory  
Items

Unit Cost  
(in U.S. dollars)

Annual Sales  
(in units) 

  6 30 170

  7 20 180

  8 300 60

  9 620 70

10 10 100

Solution: Using the ABC classification steps discussed in the chapter, in 
the following Excel screenshot shown, the annual sales in U.S. dollars for 
each item (column D), the percentage of the total dollar sales the item 
comprises (column E), and the cumulative percentage of total dollar sales 
(column F) are calculated. Column G shows how each item is classified as 
a result.

SCREENSHOT 15.2: Solved Problem 15.1


