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Chapter 18 – Managing Inventory

Multiple Choice Questions
1. For most retailers and wholesalers, the investment in ______ is the largest capital outlay next to payroll.

a) office equipment, computers, etc.

b) vehicles, automobiles and trucks

c) inventory

d) taxes and licensing fees

Answer c
(Introduction
Page 582)

2. Effective management of inventory begins with:

a) developing an accurate sales forecast.

b) setting realistic inventory turnover objectives.

c) determining what level of safety stock to maintain.

d) establishing purchasing procedures.

Answer a
 (Introduction 
Page 582)

3. The 80/20 rule suggests that business owners:

a) try to exercise control 80% of the time over 20% of their inventory.

b) identify those inventory items that represent the greatest value to the business and focus inventory control efforts on them.

c) focus on the 80% of their inventory that only produces 20% of their results in order to improve performance.

d) try to earn 20% more out of the 80% of their inventory that isn’t producing.

Answer b
(Inventory Control Systems 
Page 584)

4. If a small business carries 10,000 items in stock, approximately ____ of them will account for about 80% of the company's sales volume.

a) 2,000

b) 4,000

c) 8,000

d) 16,000

Answer a
(Inventory Control Systems 

Page 584)

5. _____ inventory systems are designed to maintain a running count of the items in inventory.

a) Partial

b) Physical

c) Perpetual

d) ABC

Answer c
(Perpetual Inventory Systems
 
Page 584)

6. Which of the following would most likely use a perpetual inventory system?

a) A hardware store

b) A department store

c) A landscaping/greenhouse operation

d) A retailer of large appliances

Answer d
(Perpetual Inventory Systems 

Page 584)

7. Perpetual inventory systems:

a) are relatively inexpensive to use and therefore quite popular among discount retailers.

b) are not particularly effective for keeping accurate track of large, expensive items.

c) require consistent use of the inventory sheets in order to provide accurate results.

d) are the simplest and quickest to use of all inventory systems.

Answer c
(Perpetual Inventory Systems 

Page 584)

8. The computerization of cash registers has:

a) completely eliminated the need for perpetual inventory systems.

b) eliminated the need for physical inventories.

c) overcome the disadvantages of ABC inventory systems but is too expensive for most small businesses.

d) overcome many of the disadvantages of perpetual inventory systems.

Answer d
(Perpetual Inventory Systems 

Page 584)

9. Which of the following functions will the typical point-of-sale system perform?

a) Computing the annual dollar usage value of every item in the inventory

b) Allowing the owner to check on the inventory level of any item listed in the database

c) Reconciling actual inventory levels with inventory levels reported by the system

d) Calculating the EOQ on any item in inventory

Answer b
(Perpetual Inventory Systems

Page 584)

10. Combining _____ with a POS system gives a small business owner a state-of-the-art checkout system and further extends the abilities of the POS system in the information it provides the owner.

a) TQM

b) an EDI system

c) universal product code labels and scanners

d) an ABC system

Answer c
(Perpetual Inventory Systems

Page 584)

11. A common perpetual inventory control system that provides both the customer and the business owner with a record of the purchase is a:

a) sales stub method.

b) floor sample method.

c) sales ticket method.

d) punched card method.

Answer a
(Specific Perpetual Inventory Control Systems 
Page 585)

12. The _______ method of inventory control is commonly used by businesses selling "big ticket items" with high cost.

a) ABC

b) floor sample

c) visual

d) punch card

Answer b
(Specific Perpetual Inventory Control Systems 
Page 585)

13. The _____ inventory control system, used with large expensive items, keeps a pad of numbered pages on a sample in the store.  Each time an item is sold, a numbered page corresponding to the sold item is removed and the sale is logged into inventory.

a) floor sample

b) two-bin system

c) partial

d) visual

Answer a
(Specific Perpetual Inventory Control Systems 
Page 585)

14. The most common method of controlling inventory in a small business is the ____ system.

a) floor sample

b) two-bin system

c) partial

d) visual

Answer d
(Visual Inventory Control System 
Page 586)

15. The _____ method of inventory control is the least effective for ensuring accuracy and reliability and often leads to stockouts.

a) perpetual

b) ABC

c) partial

d) visual

Answer d
 (Visual Inventory Control System 
Page 586)

16. The _______ inventory control system relies on the validity of the 80/20 rule.

a) partial

b) perpetual

c) visual

d) ABC

Answer a
(Partial Inventory Control System 
Page 587)

17. The purpose of ABC inventory analysis is:

a) to help retail stores control their inventories to prevent shoplifting and employee theft.

b) to save time by only inventorying those items that produce the majority of a firm’s sales.

c) to focus inventory control efforts on items that account for the majority of sales.

d) a system to facilitate the computerization of a firm's perpetual inventory system.  

Answer c
(The ABC Method of Inventory Control 
Page 587)

18. In an ABC system of inventory control, _____ is/are the measure of the relative importance of an item in the company's inventory.

a) dollar usage value

b) carrying costs

c) set-up costs

d) optimum inventory level

Answer a
(The ABC Method of Inventory Control 
Page 587)

19. In ABC analysis, the dollar usage value of an item is determined by:

a) its price per unit times its shrinkage rate.

b) a statistical application of the 80/20 rule.

c) POS systems.

d) its cost per unit and its sales volume.

Answer d
(The ABC Method of Inventory Control 
Page 587)

20. Items classified as "A" in ABC analysis should be controlled by a/an _______ inventory system.

a) periodic

b) perpetual

c) visual

d) ABC

Answer b
(The ABC Method of Inventory Control 
Page 589)

21. A ______ inventory control system is best suited for controlling merchandise classified as "B" items.

a) partial

b) perpetual

c) visual

d) periodic

Answer d
(The ABC Method of Inventory Control 
Page 589)

22. The ABC inventory control system causes managers to:

a) not keep a large safety stock on “A” items because it ties up too much cash.

b) keep a large safety stock on “C” items because they generate the greatest revenue.

c) keep a large safety stock on “A” items.

d) keep small levels of safety stock for “C” items because they are of relatively little value.

Answer a
(The ABC Method of Inventory Control 
Page 589)

23. “C” items, in an ABC analysis:

a) are those items that account for a moderate dollar usage volume.

b) are those that are low-cost and high-volume by nature.

c) do not require detailed record keeping or inventory control. 

d) should be tracked with analytical tools and frequent counts.

Answer c
(The ABC Method of Inventory Control 
Page 589)

24. By their very nature, “C” items give a firm the opportunity to:

a) keep little safety stock.

b) use minimal inventory control procedures.

c) justify the latest POS or product bar coding systems.

d) use basic analytical tools like EOQ and reorder point analysis.

Answer b
(The ABC Method of Inventory Control 
Page 589)

25. The two-bin system and the tag system of inventory control are best suited for items classified as ___ in ABC analysis.

a) “A” items

b) perishable items

c) “C” items

d) “B” items

Answer c
(The ABC Method of Inventory Control 
Page 589)

26. An alternative to a two-bin system, wherever space or the type of item doesn’t fit the system, would be a:

a) tag system.

b) punch card system.

c) physical inventory system.

d) POS system.

Answer a
(The ABC Method of Inventory Control 
Page 589)

27. A physical inventory count should be taken at least:

a) once a week.

b) once a year.

c) every six months.

d) daily.

Answer b
(Physical Inventory Count 
Page 590)

28. A periodic physical inventory count:

a) is not necessary if the business owner uses a perpetual inventory control system or has a computerized point of sale (POS) terminal.

b) typically involves one employee and is done weekly.

c) allows the owner to evaluate the effectiveness and the accuracy of his/her inventory control system.

d) is not necessary if the business owner uses an ABC inventory system.

Answer c
(Physical Inventory Count 
Page 591)

29. Which of the following is a part of the "Just-In-Time" inventory control philosophy?

a) Job tasks should be highly specialized.

b) Machinery must produce a large number of items to justify long set-up times and high costs.

c) The lower the level of inventory a manufacturer maintains, the more efficient is the production system.

d) Long production runs of standard items are ideal.

Answer c
(Just-In-Time Inventory Control Techniques 

Page 592)

30. According to your authors:

a) JIT involves the consolidation of manufacturing processes.

b) almost any change leading to more efficient inventory use can be considered a part of JIT.

c) only large companies with long manufacturing runs can benefit from the implementation of JIT.

d) manufacturing runs need to be large to justify set-up costs in a JIT environment.

Answer b
(Just-In-Time Inventory Control Techniques 

Page 592)

31. "Just-In-Time" inventory control techniques are most successful in what type of environment?

a) Repetitive manufacturing operations where inventory levels are significant at the outset

b) Where product requirements are customized for each customer

c) Where a company changes suppliers regularly and those suppliers are independent of the manufacturer

d) Where inventory levels have been reduced to safety stock levels

Answer a
(Just-In-Time Inventory Control Techniques 

Page 593)

32. Companies experience a number of benefits from JIT including:

a) better customer acceptance of their products and services.

b) increased job satisfaction among employees.

c) a reduction of inventory and handling costs.

d) longer equipment life and lower maintenance costs.

Answer c
(Just-In-Time Inventory Control Techniques 

Page 593)

33. JIT systems need two significant human elements to be successful: mutual trust and teamwork, and:

a) an individual incentive/rewards program.

b) staff training.

c) a benefits program.

d) empowerment.

Answer d
(Just-In-Time Inventory Control Techniques 

Page 594)

34. A form of inventory management used in manufacturing that stresses a harmonious relationship with suppliers is:

a) CRM.

b) TQM.

c) Efficient Consumer Response.

d) JIT II.

Answer d
(Just-In-Time II Techniques 

Page 594)

35. JIT II differs from other production improvement methods in that:

a) it requires the close cooperation of companies and their suppliers.

b) it uses teams.

c) it empowers through extensive training of employees.

d) it makes heavy use of computer technology.

Answer a
(Just-In-Time II Techniques 

Page 594)

36. A retail version of Just-In-Time inventory control is called:

a) EDI

b) TQM.

c) Efficient Consumer Response.

d) JIT II.

Answer c
(Just-In-Time II Techniques 

Page 594)

37. A firm's ____ expresses the number of times per year the business sells all of its inventory.

a) liquidity ratio

b) inventory turnover ratio

c) operating ratio

d) quick ratio

Answer b
(Turning Slow Moving Inventory Into Cash 

Page 596)

38. Typically, the small business owner’s response to slow-moving inventory is to:

a) hold a one-day sale.

b) mark it down to move it out and put the cash generated into fresh inventory.

c) set up bargain tables or place it in a middle-of-the-aisle display.

d) postpone marking it down until its too late.

Answer d
(Turning Slow Moving Inventory Into Cash 

Page 596)

39. The most common method of liquidating slow-moving merchandise is:

a) a markdown.

b) the one-day only sale.

c) quantity discounts for volume purchases.

d) an advertising blitz.

Answer a
(Turning Slow Moving Inventory Into Cash 

Page 596)

40. ______________ is simply the cost per unit of an item multiplied by the annual quantity used. For instance, the owner of a stereo shop may find that she sold 190 pairs of a popular brand of speaker during the previous year.

a) Daily dollar usage volume

b) Quarterly dollar usage volume

c) Annual dollar usage volume

d) None of the above

Answer c
(The ABC Method of Inventory Control 

Page 587)

41. Most employee theft:

a) involves values in excess of $1,000.

b) is expensive merchandise.

c) is small amounts of cash.

d) is the equivalent of nickel and dime items.

Answer d
(Employee Theft 

Page 597)

42. A number of organizational factors encourage employee theft including:

a) being permitted to manage their own work and time schedules.

b) working with one-of-a-kind items the employee could never afford to buy.

c) having to elaborate of financial and inventory controls in place.

d) a low probability of getting caught.

Answer d
(What Causes Employee Theft? 

Page 599)

43. Employee theft can be caused or encouraged by a number of factors including:

a) physical breakdowns of security.

b) improper cash controls.

c) organizational atmosphere.

d) all of these.

Answer d
(What Causes Employee Theft? 

Page 598)

44. Employers can reduce employee theft through:

a) careful screening of employees during hiring.

b) only hiring relatives and the friends of current employees.

c) the use of metal detectors and random strip searches of employees.

d) searching employees' lockers and cars during work hours.

Answer a
(What Causes Employee Theft? 

Page 599)

45. One way to reduce employee theft is:

a) hire private investigators to do background checks on prospective employees.

b) install audio surveillance equipment at key locations in the facility.

c) monitor employees at work and on breaks by having supervisors walk by periodically.

d) to have a strict company policy about theft and to prosecute when someone is caught.

Answer d
(What Causes Employee Theft? 

Page 600)

46. Nearly half of all shoplifters are:

a) professionals.

b) impulse shoplifters.

c) juveniles.

d) none of these.

Answer c
(What Causes Employee Theft? 

Page 598)

47. Kleptomaniacs have a compulsive need to steal even though they have little, if any, need for the items they shoplift. Kleptomaniacs account for less than _____ percent of shoplifters. 

a) 10

b) 5

c) 7

d) 15

Answer b
(Types of Shoplifters 

Page 604)

48. The ____ shoplifter is often a regular customer, well-respected individual, etc.

a) juvenile

b) kleptomaniac

c) professional

d) impulse

Answer d
(Types of Shoplifters 

Page 604)

49. When it comes to catching and prosecuting shoplifters:

a) there is only a 1 in 100 chance a shoplifter will go before a judge.

b) nearly ½ of all shoplifters are caught and prosecuted.

c) women and juveniles are most frequently caught, nearly 98% of the time.

d) the storeowner or employees must catch the shoplifter in the store to make the charges stick.

Answer a
(Apprehending Shoplifters 

Page 608)

50. Store owners and employees may apprehend and charge a shoplifter:

a) merely on the suspicion that they have stolen something.

b) if the individual puts something in their bag or pocket without paying for it but hasn't left the store.

c) only if the theft amounts to more than $25.

d) only if they see the theft and can prove the merchandise belongs to the store and wasn't paid for.

Answer d
(Apprehending Shoplifters 

Page 608)

51. ____________________  system enable business owners to track their inventories and to place orders with vendors quickly and with few errors by linking them to their vendors electronically. 

a) Electronic Data Processing (EDP)
b) Electronic Fund Processing (EFP)
c) Electronic Data Interchange (EDI)
d) Enterprise Resource Planning (ERP)

Answer c
(Physical Inventory Count 

Page 591)

52. Today a small growing company can improve their working relationships with both supplies and customers through the application of __________________.

a) Electronic Data Processing (EDP)
b) Electronic Data Interchange (EDI)
c) Electronic Fund Processing (EFP)
d) Customer Relationship Management (CRM)

Answer b
(Introduction 

Page 582)

53. Which method of inventory control system operates by gathering all the sales tickets at the end of each day and transcribing the data onto the appropriate perpetual inventory sheet?
a) The sales ticket method
b) The floor sample method
c) Visual control system
d) Cash register audit
Answer a
(Specific Perpetual Inventory Control Systems 

Page 585)

54. Which method of taking inventory involves counting a number of items on a continuous basis?

a) Visual control system

b) Cycle counting

c) The sales stub method
d) The floor sample method
Answer b
(Physical Inventory Count 

Page 591)

55. The ultimate goal for every business is to drive the inventory to __________.

a) Zero

b) Below average

c) Average

d) Above average

Answer a
(Just In-Time Inventory Control System          Page 593)  

56. The most effective business know that what is required is not simply the technology but the _____________ with suppliers who are themselves technologically sophisticated enough to interact on a real time basis to deliver what is needed when it is needed. 

a) Credit terms

b) Electronic Data Interchange

c) Critical strategic alliances 

d) None of the above

Answer c
(Just In-Time Inventory Control System 

Page 593)  

57. In a retail environment, the concept of JIT II is more commonly known as ____________.

a) Electronic Inventory Process

b) Efficient Consumer Response (ECR)

c) Electronic Consumer Behavior

d) None of the above

Answer b
(Just-In-Time II Techniques 

Page 594)

58. In a retail environment, rather than build inventories of merchandise that might sit for months before selling (or worse, never sell at all), retailers using ___________ replenish their inventories constantly on an as-needed basis.

a) Electronic Inventory Process

b) Electronic Consumer Behavior

c) Efficient Consumer Response (ECR)

d) None of the above

Answer c
(Just-In-Time II Techniques 

Page 594)

59. Advantages for inventory management are ___________ and _____________.

a) Controlling cost, responsive to customer demand

b) Controlling cost, supply chain management

c) Higher sales, controlling cost

d) None of the above

Answer a
(Introduction 

Page 582)

60. Information needed for perpetual inventory system are:

a) Item’s name

b) Stock number

c) Description

d) All of the above

Answer d
(Perpetual Inventory Systems 

Page 584)

61. What are the three ways that perpetual inventory system can operate?

a) Sales Ticket, Sales Stub, and UPC

b) Sales Ticket, Floor Sample, and Inventory method

c) Sales Ticket, Sales Stub and Floor Sample

d) None of the above 

Answer c
(Perpetual Inventory Systems 

Page 585)

62. Visual inventory system works best in firms where:

a) Daily sales are slow

b) The variety of merchandise is very limited

c) The store is small

d) All of the above

Answer b
(Visual Control Inventory Systems 

Page 586)

63. In ABC method of inventory, A refers to:

a) Items account for a high dollar usage volume.

b) Items account for a moderate dollar usage volume.

c) Items account for low dollar usage volume.

d) None of the above

Answer a
(Partial Inventory Control Systems 

Page 587)
64. In ABC method of inventory, B refers to:

a) Items account for a moderate dollar usage volume.

b) Items account for a high dollar usage volume.

c) Items account for low dollar usage volume.

d) None of the above

Answer a
(Partial Inventory Control Systems 

Page 587)

65. In ABC method of inventory, C refers to:

a) Items account for a moderate dollar usage volume.

b) Items account for low dollar usage volume 

c) Items account for a high dollar usage volume.

d) None of the above

Answer b
(Partial Inventory Control Systems 

Page 587)

66. Which of the following statement is correct?
a) Items in the A classification should be controlled under a perpetual inventory system with as much detail as necessary. 

b) Control of B items should rely more on periodic control systems and basic analytical tools such as EOQ and reorder point analysis.

c) C items typically constitute a minor proportion of the small firm's inventory value and, as a result, require the least effort and expense to control.
d) All of the above
Answer d
(Partial Inventory Control Systems 

Page 589)
67. When storage space or the type of item does not suit the two-bin system, the owner can use _______.
a) Sales system
b) Inventory system
c) Tag system
d) Weighted average system 

Answer c
(Partial Inventory Control Systems 

Page 589)

68. When conducting a physical inventory, __________________, involves counting a number of items on a continuous basis.
a) Semi cycle counting

b) cycle counting
c) Perpetual inventory
d) None of the above 

Answer b
(Physical Inventory Count 

Page 591)

69. Traditional bar code systems rely on line-of-sight technology; whereas, _______ tags emit signals that can be electronic readers which transmit the data to the firm’s inventory management system.

a) RIFD

b) RFID

c) RDFI

d) RIDF

Answer a
(Radio Frequency Identification Tags 

Page 591)

70. Advantages of JIT are:

a) To reduce costly inventories

b) Maintain minimum inventory

c) Help the company’s cash flow

d) All of the above 

Answer d
(Just-In-Time Inventory Control System 

Page 593)

71. The two primary human elements on which suc​cessful JIT systems are built are:
a) Mutual trust and teamwork & productivity
b) Mutual trust and teamwork and empowerment.
c) Lower labor cost and productivity
d) High profit and lower labor cost
Answer b
(Just-In-Time Inventory Control System 

Page 593) 

72. The inventory turnover ratio is computed by:
a) Dividing the firm's cost of goods sold by its average inventory. 
b) Dividing average inventory by firm’s cost of goods sold.

c) Dividing the firm’s revenue by its average inventory.
d) Dividing all costs by its average inventory.
Answer c
(Turning Slow-Moving Inventory into Cash 

Page 596)

True or False Questions

73. Businesses in the United States spend more than $700 billion dollars on inventory every year.

Answer T
(Introduction 

Page 582)

74. Your relationship with your suppliers is relatively unimportant to the actual management of your inventory.

Answer F
(Introduction 

Page 582)

75. It is not possible to accurately compute an optimum inventory level without an accurate cost of carrying inventory.

Answer T
(Introduction 

Page 582)

76. The goal of inventory management is to reduce the costs of holding and maintaining inventory with meeting customer demands for merchandise.

Answer T
(Introduction 

Page 582)

77. The 80/20 rule states that 80% of each sales dollar should be spent on purchases, and the remaining 20% should go towards covering costs and making a profit.

Answer F
(Inventory Control Systems 

Page 584)

78. Perpetual inventory systems keep a continuous tally of each item added to or subtracted from the company's stock of merchandise.

Answer F
(Perpetual Inventory Systems 

Page 584)

79. Because of their relatively inexpensive nature, perpetual inventory systems are used most frequently and successfully in controlling low-dollar, high-volume items.

Answer F
(Perpetual Inventory Systems 

Page 584)

80. Computerized point-of-sale systems have given small business owners the ability to use perpetual inventory control systems across a larger portion of their inventories.

Answer T
(Perpetual Inventory Systems 

Page 584)

81. Point-of-sale systems can be programmed to alert the business owner when key items drop below the reorder point.

Answer T
(Perpetual Inventory Systems 

Page 584)

82. The sales ticket method of inventory management is a type of physical inventory control.

Answer F
(Specific Perpetual Inventory Control Systems 

Page 585)

83. Point of sale (POS) systems do not perform any of the functions of a traditional cash register but they do maintain an up-to-the minute inventory count

Answer F
(Perpetual Inventory Systems 

Page 584)

84. The most common method of controlling inventory in a small business is the perpetual system.

Answer F
(Visual Inventory Control Systems 

Page 586)

85. Visual inventory control systems work best with firms that have strong variations in their sales.

Answer F
(Visual Inventory Control Systems 

Page 586)

86. ABC inventory systems are designed to maintain a running count of the items in inventory.

Answer F
(The ABC Method of Inventory Control 

Page 587)

87. The dollar usage volume of an item is how the importance of the item to inventory is measured in an ABC inventory system.

Answer T
(The ABC Method of Inventory Control 

Page 587)

88. The basic principle of ABC analysis is that inventory costs are reduced when the small business owner spends time and effort controlling items representing the greatest inventory value.

Answer T
(The ABC Method of Inventory Control 

Page 587)

89. In an ABC inventory system, approximately 50% of the inventory usually are counted as C category items.

Answer T
(The ABC Method of Inventory Control 

Page 587)

90. In an ABC system, A-items are those that account for a low dollar usage volume.

Answer F
(The ABC Method of Inventory Control 

Page 587)

91. The purpose of classifying items according to their value in ABC analysis is to establish the proper degree of control over each inventory item.

Answer T
(The ABC Method of Inventory Control 

Page 587)

92. "C" items typically comprise a minor proportion of the small firm's inventory value.

Answer T
(The ABC Method of Inventory Control 

Page 587)

93.  “A” items should be controlled under a perpetual inventory system with as much detail as necessary.

Answer T
(The ABC Method of Inventory Control 

Page 587)

94. In a two-bin system, the amount of stock in the second bin should equal the quantity ordered.

Answer F
(The ABC Method of Inventory Control 

Page 587)

95. The tag system of inventory management is the equivalent of the two-bin system but is used by retail, wholesale, and service businesses.

Answer T
(The ABC Method of Inventory Control 

Page 587)

96. Total inventory costs are reduced when the small business manager spends her time and effort controlling items that represent the greatest inventory value.

Answer T
(The ABC Method of Inventory Control 

Page 587)

97. Choosing the most appropriate system of inventory control eliminates the need for the small business owner to conduct a periodic physical inventory count.

Answer F
(Physical Inventory Count 

Page 589)

98. Small business owners using the ABC system of inventory control need not worry about conducting a physical inventory count.

Answer F
(The ABC Method of Inventory Control 

Page 587)

99. Because they keep continuous track on each item added to or taken from inventory, perpetual inventory control systems eliminate the need for a physical inventory count.

Answer F
(Physical Inventory Count 

Page 589)

100. Simon counts a few items of his inventory every week, working his way through the entire inventory during the year. Simon is using cycle counting to control his inventory.

Answer T
(Physical Inventory Count 

Page 589)

101. Electronic data interchange (EDI) is an ordering system used by owners to submit their inventory orders directly to suppliers using bar codes and scanning wands.

Answer T
(Physical Inventory Count 

Page 589)

102. For changes in inventory management to be considered consistent with a "Just-In-Time" philosophy they must use both EDI and POS technology to manage the inventories.

Answer F
(Just-In-Time Inventory Control Techniques 

Page 592)

103. “Just-In-Time” inventory control techniques are best suited for manufacturing operations where there are significant inventory levels and where the manufacturing operations are unique and varied, producing custom items.

Answer F
(Just-In-Time Inventory Control Techniques 

Page 592)

104. One force driving the move to JIT inventory management is competition among companies to provide excellent customer service.

Answer T
(Just-In-Time Inventory Control Techniques 

Page 592)

105. The radical change involved in JIT II is that suppliers’ employees work onsite with the customer's plant and there is a sharing of what is normally confidential information.

Answer T
(Just-In-Time II Techniques 

Page 594)

106. JIT II in the retail and service industries is more commonly called efficient customer response.

Answer T
(Just-In-Time II Techniques 

Page 594)

107. Small business owners should avoid cutting prices on slow-moving items since it is better to hold onto them and try to sell them later at normal prices.  

Answer F
(Turning Sow-Moving Inventory Into Cash 

Page 596)

108. Carrying unsold inventory from one year to the next is senseless since it represents an investment earning no return and it ties up working capital that could be put to more productive uses.

Answer T
(Turning Sow-Moving Inventory Into Cash 

Page 596)

109. Research shows that the nature of the business contributes to its vulnerability to crime.

Answer T
(Protecting Inventory From Theft 

Page 597)

110. The greatest criminal threat to small business is from professional crooks in the form of shoplifters, fraudulent insurance sales, and computer scams.

Answer F
(Employee Theft 

Page 597)

111. Participants in a study on fraud losses estimate that they lose about 6% of their annual revenues to employee theft and fraud.

Answer T
(Employee Theft 

Page 597)

112. Generally speaking, it is not the “workaholic” employee but the one who seems to be hanging around a lot who is a risk factor for employee theft.

Answer F
(What Causes Employee Theft? 

Page 598)

113. If an owner or his/her relatives take the product home without properly logging it out, employees will perceive that it is okay and will be more likely to "steal" from the company in this way.

Answer T
(What Causes Employee Theft? 

Page 598)

114. Both unreasonable rules and un-enforced rules are equally harmful to small business security.

Answer T
(What Causes Employee Theft? 

Page 598)

115. Small businesses have had employees steal by putting merchandise in the trash, take it out, and then return to the dumpster and remove it after their shift is over.

Answer T
(What Causes Employee Theft: Psychical Breakdown 

Page 599) 

116. Doing daily inspections of the cash register tape to check for employee theft are of little value since the theft would have already taken place and it would be difficult to trace and prove at that point..

Answer F
(Preventing Employee Theft 

Page 597)

117. Keeping internal records current is a simple but effective deterrent to employee theft.

Answer T
(Preventing Employee Theft: Establish a System of Internal Controls 

Page 601)

118. Many incidents of employee theft go undetected, and only a small percentage of those employees who are caught stealing are prosecuted.

Answer T
(Preventing Employee Theft 

Page 597)

119. Approximately 6% of the average price tag in a small business is there due to shoplifting losses.

Answer F
(Shoplifting 

Page 603)

120. Owners do not need to prosecute juvenile shoplifters when they are caught, as the scare of getting caught is often enough to make them stop.

Answer F
(Type Of Shoplifter: Juveniles 

Page 603)
121. Surprisingly, kleptomaniacs account for nearly 9% of all small business retail losses.

Answer F
(Type Of Shoplifter: Kleptomaniacs 

Page 604)

122. When watching for shoplifters, owners should remember that impulse shoplifters tend to work alone while juveniles and professionals work in groups.

Answer T
(Deterring Shoplifters 

Page 606)

123. The best way to deal with shoplifting is to take steps to prevent it rather than stress catching the shoplifter in the act.

Answer T
(Deterring Shoplifters 

Page 606)

124. A valuable shoplifting reduction technique is to train employees on what to watch for in potential shoplifters.

Answer T
(Deterring Shoplifters: Train Employees to Spot Shoplifters 

Page 607)

125. Generally, training employees is more expensive than the losses to shoplifting but if employees are trained shoplifters will eventually leave your store alone.

Answer F
(Deterring Shoplifters: Train Employees to Spot Shoplifters 

Page 607)

126. How the store is laid out has little impact on shoplifting unless video cameras are installed as well.

Answer F
(Deterring Shoplifters: Pay Attention to the Store Layout 

Page 607)

127. 98% of the time, shoplifters are successful in their thefts.

Answer T
(Apprehending Shoplifters 

Page 608)

128. To make shoplifting charges stick, two of the things the owner/employee needs to be able to do is to identify the merchandise as belonging to the store and that it was not paid for.

Answer T
(Apprehending Shoplifters 

Page 608)

129. Small business owners should always prosecute and not worry about negative publicity or legal entanglements.

Answer T
(Apprehending Shoplifters 

Page 608)

130. Juveniles account for approximately one-fifth of all shoplifters.

Answer F 

(Types of Shoplifters 

Page 603)

131.  Impulse shoplifters steal on the spur of the moment when they succumb to temptation.

Answer T

(Types of Shoplifters 

Page 603)

132.  Shoplifters motivated to steal to support a drug or alcohol habit are usually hard to detect because their behavior is usually stable and consistent.

Answer F

(Types of Shoplifters 

Page 603)
133. Kleptomaniacs have a compulsive need to steal even though they have little, if any, need for the items they shoplift.

Answer T

(Types of Shoplifters 

Page 603)

134. Although only about 15 percent of shoplifters are professionals, they can severely damage a business.

Answer T

(Types of Shoplifters 

Page 603)
135. In general, impulse shoplifters prefer steal in groups, whereas juveniles and professionals operate in solidarity. 

Answer F

(Detecting Shoplifters 

Page 606)

136. One of the best ways to prevent shoplifting is to train store personnel to be aware of shoplifters’ habits and to be alert for possible theft.

Answer T

(Deterring Shoplifters 

Page 606)

137. Cash registers should be located so that cashiers have a blocked view of the entire store.

Answer F

(Deterring Shoplifters 

Page 606)

138. Consistent use of the system yields accurate inventory counts at any moment sporadic use creates problems.

Answer T

(Perpetual Inventory Systems 

Page 584)

139. The sales ticket method operates by gathering all the sales tickets at the end of each day and transcribing the data onto the appropriate perpetual inventory sheet.

Answer T

(Perpetual Inventory Systems 

Page 584)

140. Floor sample method of controlling inventory is commonly used by businesses selling Small-ticket items with low unit cost.

Answer F

(Perpetual Inventory Systems 

Page 584)

141. Annual dollar usage volume is simply the cost per unit of an item multiplied by the annual quantity used.

Answer T

(The ABC Method of Inventory Control 

Page 587)

142. The key measure of manufacturing efficiency is the level of inventory maintained; the higher  level of inventory, the more efficient the production system.

Answer F
(Just-In-Time Inventory Control Techniques 

Page 592)

143. At a technical level, JIT is most effective in repetitive manufacturing operations where there are significant inventory levels, where production requirements can be forecast accurately, and where suppliers are an integral part of the system.

Answer T
(Just-In-Time Inventory Control Techniques

Page 592)

144. Managing inventory effectively requires a business owner to monitor the company’s inventory turnover ratio and to compare it with that of other firms of larger size in a different industry.

Answer F
(Turning Slow-Moving Inventory Into Cash 

Page 596)


145. The inventory turnover ratio expresses the number of times per year the business turns over its inventory.

Answer T
(Turning Slow-Moving Inventory into Cash 

Page 596)

146. As inventory control techniques become increasingly sophisticated and accurate, slow-moving inventory will never be “lost” in the system.
Answer T
(Turning Slow-Moving Inventory into Cash 

Page 596)

147. Working capital can then be more effectively invested which will result in lower inventory turnover, higher cost and higher profits.
Answer F
(Turning Slow-Moving Inventory into Cash 

Page 596)


148. Studies show that older, less devoted employees steal from their companies most of​ten, but long-time employees can cause more damage.
Answer F
(Employee Theft 

Page 597)

149. To reduce inventory theft, managers should develop clear control procedures and establish penalties for violations.

Answer T
(Employee Theft 

Page 597)

150. A work environment that fosters honesty at every turn serves as an effective deterrent to employee theft.

Answer T
(Employee Theft 

Page 597)

151. Because drug addictions drive many employees to steal, employers also should administering drug tests consistently to those employees that are suspicious of wrong doing.
Answer F
(Employee Theft 

Page 597)

152. Shoplifters Supporting Other Criminal Behaviors. Shoplifters motivated to steal to support a drug or alcohol habit are usually easy to detect because their behavior is usually unstable and erratic. 

Answer F
(Shop Lifting 

Page 603)

153. One variation of traditional shoplifting techniques is the "grab-and-run" in which a shoplifter grabs an armload of merchandise located near an exit and then dashes out the door into a waiting getaway car.

Answer T
(Shop Lifting 

Page 603) 

154. Watching the hands, body, or eyes improve dramatically a small business owner's odds in combating shoplifting.

Answer T
(Deterring Shoplifters 

Page 606) 

Essay Questions

155. Inventory management involves seven other interrelated steps. Identify each and explain their importance to inventory management.

(Managing Inventory, Introduction 

Page 582)

156. Briefly explain each of the three primary inventory systems.

(Inventory Control Systems 

Page 584)
157. What is a perpetual inventory control system?  Explain its advantages and disadvantages. 

(Specific Perpetual Inventory Control Systems 

Page 585)
158. Discuss the ABC method of inventory control, offering its strengths and weaknesses.

(The ABC Method of Inventory Control 

Page 587)
159. What is the value of a physical inventory count?  In what ways can it be done?

(Physical Inventory Count 

Page 589)
160. Explain the concept of the "Just-In-Time" inventory control technique.  Under what circumstances would JIT be most appropriate?
(Just-In-Time (JIT) Inventory Control Technique 

Page 592)

161. What is JIT II? How does it differ from JIT? What is the importance of those differences?

(Just-In-Time II Techniques 

Page 594)

162. How can a small business owner turn slow-moving inventory items into cash?

(Turning Slow-Moving Inventory Into Cash 

Page 596)
163. Why do employees steal?

(Employee Theft 

Page 597)
164. How can a small business owner prevent employee theft?

(Preventing Employee Theft 

Page 600)
165. Who are the people who shoplift and what can the small business owner do to deter shoplifting?

(Shoplifting 

Page 603)
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