SUPPLY CHAIN MANAGEMENT

INVENTORY PLANNING AND

MANAGEMENJE
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The main S aspects that force to increased
return on inventory and increased inventory
availability

1. Improved forecast accuracy

2. Reduced cycle times

3. Lower purchase order/setup costs
4. Improved inventory visibility

5. Lower Inventory carrying costs
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INVENTORY PERFORMANCE
MEASUREMENT

“Measures how many times a
company’s Inventory has been sold
(turned over) during a period of
time.”
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FILL RATE PLANNING




INVENTORY CONTROL POLICY
AND REPLENISHMENT DESIGN




* Two-bin systems (2BS)
e Visual review (VR)

* Re-Order Point (ROP) with Economic Order Quantities
(EOQ) — ROP/EOQ

* Re-Order Point (ROP) with Order Up to Levels (OUL) —
ROP/OUL

* Review Time Period (RTP) with Order Up to Levels
(OUL) — RTP/OUL

* Review Time Period with Re-Order Points and Order-Up-To
Levels — RTP/ROP/OUL

» Joint Replenishment Programs (JRP)
« Distribution Requirements Planning (DRP)

 Continuous Replenishment Programs (CRP)
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Inventory Lewvel (1)

Order-up-to-Level
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Control

Policy Advantages Disadvantages Notes

ROP/EOQ  Simple system. Fixed Can’t cope with EOQ computation
order quantity. big swings. may be unrchable.

ROP/OUL  Best ROP/OUL = best  Heavy computational Most popular policy
ROP/EOQ. effort not justified but with arbitrary

except for A items. parameters.

RTP/OUL  Coordination of Carrying costs are Good when demand
replenishment of higher than in pattern is changing
related items. Regular  continuous review regularly with time.
opportunity to adjust systems.
the OUL.

RTP/ROP/  Overall least cost High computational Not justifiable for

OUL control policy. cffort. Dafficult to B or C items.

understand,
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Days of Supply
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Distribution

Manufacturing/P rocurement

Speculation Postponement
Speculation Full speculation Distribution postponement
Products are made Products are made or
to a production purchased based on forecasted
forecast and pre- demand and held centrally
positioned in a for distribution.
distnbution network.
Ex. L.L. Bean, Lands” End
Ex. Campbell’s Soup, Sears.com
Coke
Postponement Manufacturing postponement Full postponement

Products are engineered,
made, and/or assembled
after an order has been

recemved at a vanety of
locations close to
customers.

Ex. Flower Shop,
Subway

Products are engineered, made,
and/or assembled after an order
has been recerved at a single
location. Components may
even be merged-in-transit.

Ex. Dell Computer, MICRON




Cycle Count Frequency

Biannually

Quartarly

10%

Manthly

Weekly

3
El
=

Hourly

0% 5% 10%

16%

15% 20"%
% of Respondents

25%

30%

35%



Prevent
shortages

and production

INVENTORY

CMANAGEMENT /£
N SYSTEM [/
Track £
inventory // Optimize

levels warehouse
in real time organization




1







