
Inventory Interview Questions and 

Answers 

Can you explain what inventory management is and why it's important for a business? 

Answer: Inventory management refers to the process of overseeing and controlling a company's goods 

and materials. It's essential because it helps optimize costs, ensure product availability, and meet 

customer demand efficiently. Effective inventory management directly impacts a company's profitability 

and customer satisfaction. 

What are the different types of inventory? 

Answer: There are three main types of inventory: raw materials (materials used for production), work-

in-progress (partially completed products), and finished goods (completed products ready for sale). 

What is the significance of carrying costs in inventory management? 

Answer: Carrying costs encompass expenses like warehousing, insurance, and financing that a company 

incurs while holding inventory. Managing these costs is crucial as they directly impact a company's 

profitability. 

Can you explain the ABC analysis method in inventory management? 

Answer: ABC analysis classifies inventory items into three categories based on their importance. 'A' 

items are the most valuable and require tight control, 'B' items are moderately important, and 'C' items 

are the least critical. This method helps prioritize inventory management efforts. 

What is the difference between FIFO and LIFO inventory valuation methods? 

Answer: FIFO (First-In, First-Out) assumes that the oldest inventory is sold first, while LIFO (Last-In, First-

Out) assumes that the newest inventory is sold first. The choice between them impacts cost of goods 

sold and taxes. 

How can a company prevent stockouts while minimizing excess inventory? 

Answer: Employing demand forecasting, safety stock, and efficient reorder point calculations can help 

prevent stockouts while optimizing inventory levels. 

What is the economic order quantity (EOQ), and how is it calculated? 

Answer: EOQ is the optimal order quantity that minimizes total inventory costs. It's calculated using the 

EOQ formula, balancing ordering costs and carrying costs. 

What role does technology play in modern inventory management? 



Answer: Technology, such as inventory management software and barcoding systems, streamlines 

tracking, forecasting, and order processing, making inventory management more accurate and efficient. 

How do you handle obsolete or slow-moving inventory? 

Answer: Slow-moving or obsolete inventory can be managed by implementing strategies like discounts, 

promotions, or liquidation. Regularly reviewing and adjusting inventory levels is also essential. 

What are the key performance indicators (KPIs) used to evaluate inventory management success? 

Answer: Important KPIs include inventory turnover ratio, days of inventory on hand, fill rate, and 

customer service levels. 

How do you ensure accurate physical inventory counts? 

Answer: To ensure accuracy, use cycle counting, barcode scanning, and RFID technology. Regularly 

reconcile physical counts with the system records. 

What is the Just-In-Time (JIT) inventory system, and what are its advantages and disadvantages? 

Answer: JIT is a system that aims to have inventory arrive exactly when it's needed. Its advantages 

include reduced carrying costs, but it can be risky if supply chain disruptions occur. 

How can you address supply chain disruptions that impact inventory levels? 

Answer: Diversifying suppliers, implementing risk management strategies, and maintaining safety stock 

can help mitigate the impact of supply chain disruptions. 

What are the best practices for optimizing multi-location inventory management? 

Answer: Effective multi-location inventory management involves centralizing data, using technology for 

real-time tracking, and employing inventory optimization algorithms to allocate stock efficiently. 

Can you provide an example of a successful inventory management improvement you've 

implemented in a previous role? 

Answer: Certainly. In my previous role, I implemented an automated reorder point system that reduced 

excess inventory by 15% while maintaining product availability. This not only saved costs but also 

improved customer satisfaction. 

 


