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P.G. DIPLOMA EXAMINATION, May 2015 

(MATERIALS MANAGEMENT)  

160: INVENTORY MANAGEMENT 
 

Time: Three hours             Maximum:100 marks              

  Answer any FIVE questions  

            Choosing THREE from  PART-A and TWO from PART-B 

   PART-A 

(3×20=60) 

1. a) Explain the various functions of materials management in detail.  (15) 

 b) Write t he advantages of integrated materials management. (5) 

2.   Describe the role of forecasting techniques in materials management.                                             (20) 

3. a)                                           With neat sketch, explain the inventory costs in detail. (12) 

 b) Write short note on: 

i)MRO inventory 

ii)WIP inventory 

 

(4) 

(4) 

4. Derive the equation for EOQ model and write its assumptions. (20) 

5. a) With a neat sketch, explain the concept of Two-bin system. (10) 

 b) Compare Q and P system. (10) 

6. Explain the various classifications in inventory control technique. (20) 

      PART-B           
(2×20=40) 

7. The demand for the particular item is 10000 units per year. The ordering cost is 
Rs.100 per order. The carrying cost is Rs.0.50 per unit per year. Determine. 

 a)Economic order quantity  

 b) Number of orders per  year   

 c) Time between orders 

 d) Total cost per year, If the cost per unit is Rs. 2 

  e) The reorder point if the lead time is one  month 
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8. A shop is selling consumer durable items. The dealer finds that for an item the 

holding cost is Rs.30 per item per week and shortage cost is Rs.70 per item per 
week. The estimated probability distribution of demand during a week is given as 
follows. How much should be ordered per week? 

Demand 0 1 2 3 4 5 6 

Probability 0.10 0 .15 0.20 0.20 0.15 0.15 0.05 

. 

9. The mean and standard deviation of the demand during the lead time for an item 
are 100 and 5 respectively. Find the reorder point and safety stock, if the policy 
of the management is to have 95% service level. The values of areas for Z=1.64 is 

0.9465 and for z=1.65 is 0.9505 

10. The annual demand for an item is 20,000 units. The unit cost = Rs.10  

Ordering Cost = Rs. 100 per order Carrying Cost =20% of the average inventory 
cost Mean lead time-4 weeks. It is proposed to adopt P-System of inventory 
control. Determine the review period in terms of weeks. 

******* 


