There are 20 items held in a warehouse split in three categories, A, B and C.   The split by item is 20% A, 25% B and 45% C.    Class A items turn over 10 times per year, Class B items turn over 5 times per year and Class C items turn over  3 times per year.

Use the following equations and the data in the table below to determine the anticipated value of inventory to be held in a warehouse on projected annual sales of £100,000 where the top 20% of items represent 80% of sales.




[bookmark: _GoBack]                              

   Where:	Y = cumulative fraction of sales
		X= cumulative fraction of items
		A=a constant to be determined

· Work out the value of the constant A first.    You only have to work it out once (eg for the first item, Item 1) because, as it is a constant, it will be the same answer if you repeated the calculation for Item 2, Item 3 etc etc.
· Then, for each Item, work out the value of Y
· The values of X, Y and A should be calculated to four(4) decimal places
· Financial figures should be rounded to the nearest whole £          
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Item 3……and so on
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Do the same analysis but for the top 20% representing 70% of sales 
	ABC Class
	Item No
	Cumulative Item Proportion (X)
	Constant A
	Value of Y
	Cumulative sales
	Projected Item Sales
	Turnover Ratio
	Average Inventory

	A
	1
	0.0500
	0.0667
	0.4570
	45,703
	45,703
	
	

	A
	2
	0.1000
	0.0667
	0.6400
	64,000
	18,297
	
	

	A
	3
	0.1500
	0.0667
	0.7383
	73,830
	9,830
	
	

	A
	4
	0.2000
	0.0667
	0.8000
	80,000
	6,170
	
	

	
	
	
	
	
	
	80,000
	10
	8,000

	
	
	
	
	
	
	
	
	

	B
	6
	0.3000
	0.0667
	0.8730
	87,300
	7,300
	
	

	B
	7
	0.3500
	0.0667
	0.8960
	89.600
	2,300
	
	

	B
	8
	0.4000
	0.0667
	0.9140
	91,400
	1,800
	
	

	B
	9
	0.4500
	0.0667
	0.9290
	92,900
	1,500
	
	

	B
	10
	0.5000
	0.0667
	0.9410
	94,100
	1,200
	
	 

	
	
	
	
	
	
	14,100
	5
	2,820

	
	
	
	
	
	
	
	
	

	C
	11
	0.5500
	0.0667
	0.9511
	95.100
	1000
	
	

	C
	12
	0.6000
	0.0667
	0.9600
	96,000
	900
	
	

	C
	13
	0.6500
	0.0667
	0.9673
	96,730
	730
	
	

	C
	14
	0.7000
	0.0667
	0.9740
	97,400
	670
	
	

	C
	15
	0.7500
	0.0667
	0.9795
	97,950
	550
	
	

	C
	16
	0.8000
	0.0667
	0.9845
	98,450
	500
	
	

	C
	17
	0.8500
	0.0667
	0.9890
	98,900
	450
	
	

	C
	18
	0.9000
	0.0667
	0.9930
	99,300
	400
	
	

	C
	19
	0.9500
	0.0667
	0.9970
	99,700
	400
	
	

	C
	20
	1.0000
	0.0667
	1.0000
	100,000
	300
	
	

	
	
	
	
	
	
	5,900
	3
	1,967

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	Annual Sales
	
	Average Inventory

	
	
	
	
	
	
	£100,000
	
	12,787





	ABC Class
	Item No
	Cumulative Item Proportion (X)
	Constant A
	Value of Y
	Cumulative sales
	Projected Item Sales
	Turnover Ratio
	Average Inventory

	A
	1
	0.05
	0.1200
	0.3294
	32,940
	32,940
	
	

	A
	2
	0.1
	0.1200
	0.5090
	50,900
	17,960
	
	

	A
	3
	0.15
	0.1200
	0.6222
	62,222
	11,322
	
	

	A
	4
	0.2
	0.1200
	0.700
	70,000
	7,778
	
	

	
	
	
	
	
	
	70,000
	10
	7,000

	
	
	
	
	
	
	
	
	

	B
	6
	0.3
	0.1200
	0.8000
	80,000
	10,000
	
	

	B
	7
	0.35
	0.1200
	0.8340
	83,400
	3,400
	
	

	B
	8
	0.4
	0.1200
	0.8615
	86,150
	2,750
	
	

	B
	9
	0.45
	0.1200
	0.8842
	88,420
	2,270
	
	

	B
	10
	0.5
	0.1200
	0.9032
	90,320
	1,900
	
	 

	
	
	
	
	
	
	20,320
	5
	4,064

	
	
	
	
	
	
	
	
	

	C
	11
	0.55
	0.1200
	0.9194
	91,940
	1,620
	
	

	C
	12
	0.6
	0.1200
	0.9333
	93,333
	1,393
	
	

	C
	13
	0.65
	0.1200
	0.9454
	94,540
	1,207
	
	

	C
	14
	0.7
	0.1200
	0.9560
	95,600
	1,060
	
	

	C
	15
	0.75
	0.1200
	0.9655
	96,550
	950
	
	

	C
	16
	0.8
	0.1200
	0.9740
	97,400
	850
	
	

	C
	17
	0.85
	0.1200
	0.9814
	98,140
	740
	
	

	C
	18
	0.9
	0.1200
	0.9882
	98,820
	680
	
	

	C
	19
	0.95
	0.1200
	0.9943
	99,430
	610
	
	

	C
	20
	1
	0.1200
	1.000
	100,000
	570
	
	

	
	
	
	
	
	
	9,680
	3
	3,227
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