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Introduction

Preparing for an inventory final exam can feel like navigating a maze of formulas, concepts, and real �world 

scenarios. Whether you’re a student in a supply �chain course or a professional brushing up for a certification, the 

goal is the same: mastering inventory final exam answersthat demonstrate both depth of knowledge and clarity

of expression. In this guide we’ll walk through the most common topics, share proven study techniques, and

provide sample questions with model answers. By the end, you’ll have a roadmap that turns exam anxiety into

confidence.

Overview of Inventory Management

Inventory management is the backbone of efficient operations, balancing the cost of holding stock against the risk

of stockouts. It spans a range of disciplines—financial accounting, operations strategy, and information technology

—all converging on a single objective: delivering the right product, at the right time, in the right quantity.

Key concepts include:

•  Inventory Valuation – methods such as FIFO, LIFO, and weighted average.

•  Demand Forecasting – predicting future sales to inform ordering decisions.

•  Supply �Chain Integration – aligning procurement, production, and distribution.

•  Lean Principles – reducing waste and improving flow.

Understanding these fundamentals is essential before tackling exam questions, as they form the building blocks for

more advanced topics.

Why Final Exams Matter

Final exams are more than just a grade; they assess your ability to synthesize theory and apply it to practice. They

test:

•  Analytical skills – solving quantitative problems quickly.

•  Conceptual understanding – explaining why a particular method works.

•  Communication – presenting answers in a clear, concise manner.

Mastering inventory final exam answers therefore requires a balanced approach that covers both calculation

proficiency and explanatory depth.

Common Topics Covered in Inventory Final Exams

Inventory Valuation Methods

Students often encounter questions that require calculating the cost of goods sold (COGS) or ending inventory

under FIFO, LIFO, or weighted �average methods. Pay attention to the timing of purchases and sales, and remember

that the method chosen can affect profitability and tax liability.

Economic Order Quantity (EOQ)



The EOQ model helps determine the optimal order size that minimizes total inventory costs. Exam questions

typically ask you to compute EOQ, total cost, or the effect of changes in demand or holding costs.

Reorder Point and Safety Stock

Reorder point calculations involve lead time demand and safety stock to mitigate variability. You’ll often be asked to

set a reorder point given lead time and demand variability, or to analyze the impact of changing lead times.

ABC Analysis

ABC classification groups inventory items based on value or consumption patterns. Exams may require you to

categorize items or explain how ABC analysis informs inventory policy.

JIT and Lean Inventory

Just �in �Time (JIT) and lean inventory principles aim to reduce stock levels while maintaining service. Questions

might focus on the benefits and risks of JIT or the role of pull vs. push systems.

Inventory Turnover and Ratios

Turnover ratios assess how efficiently inventory is converted into sales. Calculations often involve gross profit,

COGS, and average inventory. Understanding these ratios is crucial for evaluating operational performance.

Stock Auditing and Cycle Counting

Auditing techniques such as full physical counts, cycle counting, and perpetual inventory systems are common

exam topics. Expect questions on how to design a cycle �counting schedule or the impact of inventory errors on

financial statements.

Supply Chain Integration

Modern inventory management is inseparable from supply �chain strategy. Exams may ask you to discuss how

demand planning, vendor management, or ERP systems influence inventory decisions.

Strategies for Mastering Inventory Final Exam Answers

Understand the Exam Format

Before you study, clarify whether the exam is multiple �choice, short answer, or problem �solving. Knowing the format

helps you allocate study time efficiently.

Create a Study Plan

Break down the syllabus into weekly chunks. Dedicate at least 3–4 hours each week to focused review and practice.

Practice with Past Papers

Past exam papers are the gold standard for understanding question style and difficulty. After solving each paper,

review the solutions critically.

Use Flashcards for Key Terms

Inventory terminology can be dense. Create flashcards for terms like holding cost, stock �out cost, or lead time 

demand to reinforce recall.

Apply Real �World Examples

When answering conceptual questions, tie your explanations to real companies or scenarios. This demonstrates

depth and makes your answer memorable.



Focus on Problem �Solving Techniques

For quantitative questions, practice step �by �step problem solving: identify known variables, set up equations, solve,

and interpret results.

Time Management During the Exam

Allocate a fixed amount of time per question and stick to it. Reserve the last 10–15 minutes for reviewing your

answers.

Sample Questions and Model Answers

Question 1: EOQ Calculation

Company X has an annual demand of 10,000 units. The ordering cost is $50 per order and the holding cost is $2

per unit per year. What is the EOQ, and what is the total annual cost?

Model Answer

1.  EOQ formula: EOQ = "�[(2DS)/H]

2.  Plugging in: EOQ = "�[(2 × 10,000 × 50)/2] = "�(500,000) "H 707 units.

3.  Total cost: Total Cost = (D/EOQ × S) + (EOQ/2 × H) + (D × unit cost). Assuming unit cost is $0 for simplicity, 

Total Cost "H (10,000/707 × 50) + (707/2 × 2) "H 708 + 707 "H $1,415.

4.  Interpretation: Ordering 707 units at a time minimizes the sum of ordering and holding costs.

Question 2: Inventory Valuation

A retailer purchased 100 units at $10 each, then 150 units at $12 each, and sold 200 units during the period. Using

FIFO, what is the ending inventory cost?

Model Answer

1.  Under FIFO, the first 200 units sold come from the earliest purchases.

2.  Selling 100 units at $10 + 100 units at $12 (remaining 50 from the second batch).

3.  Ending inventory consists of 50 units at $12 and 150 units at $12 (from the second purchase). Total cost = 

(50 + 150) × $12 = 200 × $12 = $2,400.

Question 3: Reorder Point

Lead time is 10 days, daily demand is 5 units, and safety stock is 20 units. What is the reorder point?

Model Answer

1.  Lead time demand = 10 days × 5 units/day = 50 units.

2.  Reorder point = Lead time demand + Safety stock = 50 + 20 = 70 units.

3.  Interpretation: When inventory drops to 70 units, an order should be placed.

Question 4: ABC Analysis

Explain how ABC analysis helps prioritize inventory management efforts.

Model Answer

•  A items: 10% of items but 70% of value. Focus on tight control, frequent reviews, and tight supplier 

agreements.

•  B items: 20% of items, 20% of value. Moderate control, periodic reviews.

•  C items: 70% of items, 10% of value. Simple control, less frequent reviews.

•  Result: Resources are allocated where they yield the greatest impact.



Question 5: Inventory Turnover Ratio

Company Y has COGS of $500,000 and average inventory of $100,000. Calculate the inventory turnover ratio and

interpret it.

Model Answer

1.  Inventory Turnover = COGS / Average Inventory = $500,000 / $100,000 = 5.

2.  Interpretation: Inventory turns over five times per year, indicating efficient inventory usage.

Tips for Writing Clear, Concise Answers

Structure Your Response

Begin with a brief statement of the answer, then provide supporting calculations or explanations. End with a

concise conclusion.

Use Proper Terminology

Employ field �specific terms such as lead time demand or cost of capital to show familiarity.

Show Work for Quantitative Problems

Write out formulas and intermediate steps. Even if the final answer is correct, incomplete work may reduce your

score.

Highlight Key Points

Bold or italicize critical figures or conclusions to guide the examiner’s eye.

Common Pitfalls to Avoid

Misinterpreting Units

Always convert units consistently—days to weeks, dollars to cents—before performing calculations.

Overlooking Assumptions

Questions often assume constant demand or lead times. Explicitly state these assumptions in your answer.

Relying on Memory
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