ABC Classification: - We examine ABC Classification closely since it holds considerable promise as a cost saving technique. When an organization’s inventory is listed by monetary volume, generally a small number of items account for a large monetary volume, and a large number of items account for a small monetary volume. The ABC classification divides inventories into three groupings: an A grouping for those few items with large monetary volume; a B grouping for items with moderate unit and monetary volume; and a C grouping for the large number of items accounting for a small monetary volume. For example, A group might contain 15% of items, the B group 35% and the C group 50%. 

                          
        



       

