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Course programme:

1. Why do we keep inventories?

2. Typical demand classifications and analyses helpful in inventory
management.

3.  Why high quality forecasting is so important for inventory
management?

4. Cost aspects of inventory management.

5. Material Decoupling Point - dependent and independent demands,
deterministic and stochastic approaches to inventory management.
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Course programme:

6. Calculation of safety and cycle stock.

7. Classical stock replenishment systems (Reorder Point and Cycle
Review) and their typical combinations.

8. Safety stock in case of dispersed inventories (square-root law).

9. Information Decoupling Point concept and its role in reduction of
stock levels.

10. Review of selected logistics concepts and solutions oriented on stock
reduction/rationalisation .
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Crash Course on Inventories

Why do we keep
Inventories?
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Why do we keep inventories?

Inventory (stock) - materials in a supply chain or In
a segment of a supply chain, expressed In
guantities, locations and/or values, not used at
present, but kept for the future use (consumption/
/sale).

Based on ELA Terminology
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others,

keeping
Inventories
IS also here.

THROUGHPUT TIME IN A SUPPLY CHAIN
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Why do we keep inventories?

Income - Costs — Profit .
L [
‘H = 3/ Returnon
U Investment
Customer

service

Inventories
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Why do we keep inventories?
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Why do we keep inventories?

Stock classification

By type and position in a pipeline

A Materials stock (raw materials, components)
A Work-in-progress stock

A Finished products stock

A Spare parts and auxiliary materials stock
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Why do we keep inventories?
ﬁ%ﬁ &
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Deliveries >> Production >> Distribution
Raw materials Raw materials Finished Consumer
and components and components products goods
Work -in-progress Work -in-progress

Auxillary materials, spare parts
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Why do we keep inventories?

Do you keep a stock of bread in your household?
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Why do we keep inventories?

Stock classification

By the reasons for keeping

A Cycle stock

A Safety stock

A Seasonal stock

AASpecul ationo stock
A Strategic stock
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Why do we keep inventories?

Stock classification

By rotation

A Fast moving (rotating) stock
A Slow moving (rotating) stock

A Not moving (rotating) stock
A Obsolete stock
A Emergency stock
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Why do we keep inventories?

Q- Stock structure

\ Cycle sth
Safety st@

Surplus s@
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Why do we keep inventories?

Stock maintaining, replenishment and its quantity result from:

uncertainty of real demand,

uncertainty of real quantity, quality and timing of deliveries,
seasonal access to some materials and goods,

service level required by a customer,

expected difficulties with an access to some goods (expected rise of
prices),

discounts offered for purchases of larger quantities,
some technical and/or organisational conditions of deliveries.

v > v D> D

v
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Why do we keep inventories?
Cycle stock:

A Lack of possibilities to fully synchronise supplies with consumption,
A Technical and/or organisational conditions (limitations),
A Economic incentives (discounts).

Safety stock :

A Random fluctuations of demand,
A Forecast errors,

A Long replenishment lead times,
A Unpredictable delays,

A Required service level.

Surplus stock:

A Miscalculation of factors influencing safety stock,

A Wrong estimation of the required service level,

A Excessive safety measures taken to avoid stock-outs.
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Why do we keep inventories?

So, Is this good or bad to have inventor

les?

Good, because they:

Bad, because they:

A Guarantee a continuous access to all
kinds of goods when supplies are
discontinues,

A Guarantee access to goods in periods
when they are not available,

A Ensure required service level
compensating random variations of
demand,

A Ensure required service level
compensating delays of deliveries
random variations of replenishment
lead time.

A Take space (warehouses),

A Cost money (space, losses, capital);
carrying stock may cost annually up to
30% of its value.
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Course programme:

1. Why do we keep inventories?
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Crash Course on Inventories

Demand analyses
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Demand analyses

A ABC analysis,

A XYZ analysis,

A Customer and supplier related analyses,
A Trends & Seasonality,

A Random deviations - demand profile,

A Life-cycle analysis,

Al dentification of Awill
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Demand analyses - ABC classification

No ltem code No of used/sold Unit price Value Qf used/sold
items items
1 10-01 15344 3,5 53 704,00
2 10-02 23 76,1 1 750,30
3 10-03 557 11 6 127,00
4 10-04 1270 5,43 6 896,10
5 10-05 7088 2,05 14 530,40
6 10-06 278 20,66 5743,48
7 10-07 1513 2,53 3827,89
8 10-08 13 1178 15 314,00
9 10-09 997 6,53 6 510,41
10 10-10 8724 0,4 3489,60
11 20-01 1245 2,46 3062,70
12 20-02 7688 20,9 160 679,20
13 20-03 679 6,2 4 209,80
14 20-04 1190 5,14 6 116,60
15 20-05 25799 0,89 22 961,11
16 20-06 1409 32,6 45 933,40
17 20-07 133 74,86 9 956,38
18 20-08 799 15,34 12 256,66
19 20-09 9887 9,3 91 949,10
20 20-10 2234 2,40 5 361,60
21 30-01 22 208,9 4 595,80
22 30-02 12778 20,4 260 671,20
23 30-03 79 63 4 977,00
24 30-04 1313 9,92 13 024,96
25 30-05 557 4,81 2 679,17
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Demand analyses - ABC classification

Rules of the ABC analysis:

o0 establish a criterion,

0 rank and sort assortment according to the established
criterion,

o0 calculate a total sum,
o0 calculate cumulative sums,

0 calculate percentage share of cumulative sums in the
total sum,

0 assign to group A items responsible for 80% of the
criterion value, to group B i items responsible for further
15%, and the remaining items T to group C.
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Demand analyses - ABC classification
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Demand analyses - ABC classification
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Demand analyses T ABC/XYZ classification
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