[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	Rekem Boodha

	Student Number:
	22381

	Course:
	Types Of Inventory

	Assignment NO:
	2



Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	1). What are the various types of inventory?

Anticipated Inventory: This usually refers to inventory purchased with an expectation of increase customer sales.  A possible future price increase of a product, or expected shortage of an item may also be reasons why an organization may keep anticipated inventory.  
Example –: A-Z Toys retails children toys.  With the new movie release of ‘Toy Story’, new toys have hit the market. A-Z is expecting this to increase the demand for these toys and therefore keeps Anticipated Inventory on hand.  

Fluctuation Inventory:  Inventory kept on hand to facilitate irregularities in the demand and supply of a product.  
Example -: An island which on storm alert may experience a sudden demand for crackers.  Therefore local supermarkets may keep fluctuation inventory of crackers during the hurricane season.  

Transportation Inventory:  Also referred to as ‘In Transit’ or transit inventory is inventory that is being moved or in motion from one company to another.  Most times this transition is from the manufacturer of the product to the retailer who sells to the final customer.  

Lot Size Inventory:  Refers to orders that are larger than the actual demand of the product.  This type of production turns out to be cheaper to manufacture, based on the Lot Size compared to even a smaller quantity.  Lot size inventories can also carry lower shipping costs and can sometimes qualify for discounts.  






2). Outline the key goals for an effective inventory management.

Customer Satisfaction: In order to properly manage inventories, an organization must know what its customers are demanding or expecting.  It is therefore important for an organization to ensure it meets its customers’ demands.  External customer purchases is what any business needs to survive and therefore, meeting the needs of the customer is a priority.  From making the customer feel welcomed to the business to ensuring the customer leaves with exactly what they came for, are all part of an effective inventory management system.  Inventory systems must assist in giving accurate information on quantities on hand and also item movement.   It is important to not be “Out of Stock” when customers need items.  This could lead to the customer finding another place to purchase items.   

Well Trained Staff- :  A company should have properly labelled checklists for all staff working within its inventory management team. All staff should be aware of how their tasks or roles compliment that of another staff and how these tasks, not being done, can affect inventory management.   Staff must know which goods leave first or last and understand the procedures for properly dealing with inventory that may be damaged or expired. Staff must be knowledgeable of shipping times from supplier to the organization and must place orders on time, in order to not run out.   Some organizations may also have time to time refresher trainings in order for staff to maintain the standards, keep proper records and follow the policies that govern their business.   The effective functionality of any computerize inventory system, will only produce the appropriate results if the staff are properly trained in how to use and input accurate information.  Poorly trained staff can result in expensive inventory software being of no good use and therefore some companies spend a lot of monies to ensure that staff gets the appropriate training to maximize the use of the computer system.  

Inventory Tracking- : Knowing how long a shipment takes from a supplier to the receiving door or a business, is the first step in tracking the inventory.  An effective inventory management system will tell a business what products are selling fast, what are the slow sellers and what products are seasonal.  Tracking items that get damaged, spoilt or expired while in storage and how to properly record such items also form part of an effective inventory system.   




















3). What are the various cost involved in Carrying the Stock?

Storage Cost:  These are area costs associated with keeping items in a warehouse or storage facility before sale.  An organization may have to rent such a facility to keep its inventory.  

Cost of Borrowing Money: A company may need to take a loan or loans to purchase inventory or other assets (machinery/computer equipment).   The interest attached to such loan comes as an added cost to the company.  

Insurances:  In order to safeguard against manmade and natural disasters, business organizations may seek to purchase insurance to cover the cost of losing inventory.  Fires and floods can easily wipe out a company’s inventory, and insurance is the safest way to get money for lost goods back.  

Obsolescence: Items can be outdated or of no use to an organization. Items such as; cell phones, computers etc., normally get upgraded on the tech market.  A company who sells such items can experience great losses through obsolescence due to advancement in technology.  It is therefore important to have proper inventory management of such items to keep losses at a minimal.  

Direct Business Expenses: The day to day operation of a business will incur cost, example electricity, water, communication lines etc.  These are everyday expenses which are required to start off a business and keep it running.  Safety equipment may also be necessary to keep the business operational.  Some organizations have put measures in place to keep these costs as low as possible, as they can easily eat into company profitability.   Paying salaries and wages to staff can also be considered a cost of carrying inventory.  
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