Question 1
In modern manufacturing systems inventory is often seen as a waste, but inventory can also be an asset.

a) When managing inventory we are often faced with making many decisions.  Three decisions that often have to be made are; how much inventory to hold; when to order and what items to hold in stock.  Explain what factors should be considered when analysing each of these areas.
(9 marks)

b) Frowester Art Ltd produces picture frames for artists and retail outlets.  The frames are moulded in batches before customised finishes are applied.  The annual demand for frame Gold Roman is 380,000 units.  The finishing department needs frames at a rate of 2,700 units per month and the moulding department needs frames at the rate of 3.300 units per month.  The ordering cost is £525 and the annual holding cost is £12 per unit.

Calculate the economic production quantity and the total annual costs.  Briefly comment on your findings.
(10 marks)

c) [bookmark: _GoBack]Discuss concisely three common approaches that can be adopted when ordering goods.

(6 marks)

Question 2
Inventory is often referred to as the accumulation of a material resource in a transformation system.

a) Analyse the costs associated with managing inventory in a warehouse/stores
(6 marks)

b) Super Slabs Ltd makes a range of coloured paving slabs.  Annual demand for their most popular product ‘Sandstone Yellow’ is 42,000 units.  The slabs are cut to size before a protective lacquer is applied.  The lacquer department needs the slabs at a rate of 3,400 units per month while the cutting department can process up to 4,000 slabs per month.  The ordering costs are £420 and the annual holding cost is £16 per unit.  The company operates 5 days a week.

Calculate the economic production quantity and total annual costs.
(10 marks)

c) Discuss the advantages of using a fixed order point system to manage inventory as opposed to using a periodic review system.
(9 marks)
Question 3
Inventory is often referred to as the accumulation of a material resource in a transformation system.

a) Analyse the costs associated with managing inventory in a warehouse/engineering stores.

(5 marks)

b) Happy floors makes a range of quarry tiles.  Annual demand for their best-selling product ‘modern grey’ is 56,000 units.  The tiles are cut to size before a protective glaze is applied.  The finishing department needs the tiles at a rate of 3,600 units per month while the packaging department can process up to 4,000 tiles per month.  The ordering costs are £400 and the annual holding cost is £15 per unit.  

Calculate the economic production quantity and total annual costs.
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(10 marks)

c) The economic order quantity model seeks to minimise annual holding costs.  Evaluate the assumptions that the economic order quantity model makes and the criticism of this model.

(10 marks)
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