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A

ABC analysis,
15-16,114,120-123,
125-127, 175

Accountability, 63-169

and eliminating the
physical inventory,
169
and management reviews,
166-168
Accuracy
criterion, 95
definition of, 10-13
formula for, 13
and the 95 percent
threshold, 6, 13-14,
18, 27-30, 32, 35, 44,
60-62, 89-90, 165,
168, 171, 173
Addresses
assignment of, 79-82
Allocation(s)
buckets, 56

definition of, 54-56, 175
and the design and
preparation phase,
54-56
and manufacturing orders,
55-56
and sales orders,
54-55
Audio/slide players,
90-91
Auditors
outside, 169
Automatic deductions,
146-152, 172-173
Available inventory
definition of, 175
Averages
moving, 168

B

Backflushing, 1, 8, 147,
149, 160
definition of, 175

179



180 <« INDEX

Balance reports, on-hand
(stock status), 66, 69-71,
73,75, 83-85, 145

and cycle counting,
123, 127

by location, 83, 85

by part number, 83-84

Balances, initial, 6,
32, 93-107

and “accuracy” criterion,
94-95

and calibrating on-order
balances, 94,
105-107

and the central audit
team, 99

and cycle counting, 94,
99-107

and entering counting
data, 99

and identifying
geographical
segments, 102

and improving the
accuracy of physical
inventories, 96-97

and knowledge about
parts, 96-97

and the main problems
with physical
inventories, 96

and manufacturing orders,
105-107

and physical inventories,
94, 96, 99

and purchase orders,
105-106

and “quick” criterion,
94-95, 106
and “rework type”
orders, 107
and START locations,
102-104
and systematic physical
counting, 94,
101-102, 104
and teams and counting
cards, 97-99
and updating record
balances, 100
Bar codes, 66, 68
Batch environments, 45
Bills of material
and Lean, 147, 150,
152, 158
definition of, 175
and manufacturing orders,
55-56
and MRP, 53
and part levels, 48-51
and tolerances, 15-17
and the WIP model, 46,
48, 51
Bins, 9, 67, 80, 102
“Blind count” situations,
123-124
Buyers
education of, 83,
89-90
and initial balances,
establishment of,
105-106
and purchase orders,
105-106



C

Cause-and-effect (fishbone)
diagrams, 138
CEOs (chief executive
officers), 64-65, 91
Lean, 145, 172-173, 176
and accountability,
166-168
and the automatic
deduction of material
or components, 146,
149-150
and cycle counting,
152, 158
and education, 89-91
environment, 144-145
and inventory accuracy as
a quality issue,
143-144
and the need for accurate
inventory records, 5
and new workplaces,
adapting inventory
record accuracy to, 152
and the 95 percent level of
accuracy, 13-14, 27
and tolerances, 9-27
and the WIP model, 42,
45, 53, 57-59,
145-146
Column grid system, 82
Components
definition of, 48, 176
Computer software
and cycle counting, 109,
116, 121, 125, 129
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and the design and
preparation phase,
59-60
and the independent
locating system, 80
and initial balances,
establishment of,
100-101, 103,
105, 107
and issuing logic, 75-76
and Lean, 149
and reports, 83-87
Containers
standardized, 67
Continuous Improvement,
176
Cost reductions
and product design, 43
Counting
ABC, 114, 120-127
and “blind count”
situations, 123-125
cards, 97-99
control group, 32, 114-116,
127,176
diminishing population,
117-119
piece, 68-75, 123
systematic physical,
94-104, 109, 178. See
also Cycle counting
Criticality
and tolerances, 15-17, 20
Customers, 9, 65-77, 173
and accountability, 166
and the physical
stockroom, 65-77
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Cycle counting, 29-30, 32, 94,
99-107, 171-172

ABC, 114, 120-127

and accountability,
165-169

and “blind count”
situations, 123, 125

control group, 32, 114-116,
127,176

and the constant
population counting
technique, 117-119

and counts by location,
129

and counts at
predetermined
transaction
numbers, 129

and counts at regular
intervals,
119-120, 129

and counts upon
request, 129

and cumulative totals, 121

definition of, 16, 32, 99,
110-111, 176

and the diminishing
population counting
technique, 117-119

and documenting
procedures, 141

and finding and correcting
the causes of errors,
137-140

and the fishbone
diagram, 138

and flip charts, 140

and full-time cycle
counters, 122, 141

and the high frequency
method, 128

and inferences, 111-113

and initial balances, 93-107

and low-balance stock
positions, 129

and “opportunity
counts,” 128

and outcomes and
remedies, 115-116

and Pareto analysis,
120-122, 138-140

and the physical
stockroom, 68

process, time
requirements for, 100

process control, 114-116,
123-127, 129, 137, 178

random sample, 113-114,
116-120, 122,
125-127, 178

and reducing inventory at
order entry, 55

responsibility for, 140-141

and sampling, 110, 112,
117-119

and systematic physical
counting, 94, 101-104

and transaction history
reports, 132-136, 140

Data fields, 60
Decision rule, 72



Decision-making, 31
Deduct points, 149-152
definition of, 176
Design and preparation
phase, 6, 30-32
and allocations, 54-56
and computer software,
59-60
and initial balances,
establishment of,
93-107
and part levels, 51
and part numbers and
stock, 46, 51-52
and the physical
stockroom, 61-91
and sales orders, 54-55
and transactions, 56-59
and understanding the
inventorying process,
35, 43-46
and the WIP model, 45-54
Dock receipts, 66
Dollar value and tolerances,
13-15
Down East Outfitters, 54
Down time, 90

E

Education, 62, 89-91
80/20 rule, 15
Employee evaluation,
163-165
Errors, 171
and cycle counting, 30, 32,
111-116, 123-141
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and initial balances,
establishment of,
94-107

and piece counting, 68, 71

F

Fact transfer, 89

FIFO (first-in, first-out)
system, 72-73, 76

Finalization of policies and
procedures, 32

Finished goods, 36-42,
52-53

definition of, 176

Fishbone diagrams, 138

Flip charts, 140

Flowcharts, 90

G

Geographical segments,
101-102
Gizmo, 9-14
and cycle counting,
109-111, 122, 137

H

Handling, methods of and
tolerances, 15-16

High frequency method, 128

Hot lists, 144

Hot Wheels Bicycle
Manufacturing, 95-96
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I

Independent locating
system, 80-81
Inferences, 111-113
Inspection, 5, 66, 72,
144, 157
Inventory available,
definition of, 175

records, definition of, 176

Inventorying process
definition of, 176
IRA percentages, 18, 29,

31-33, 58
Issue(s)
decks, 83-88

lists, 83-88, 176
planned and unplanned,
and transactions,
57-59
tickets, 76-77, 176
Issuing documents
definition of, 176
Issuing logic, 72-76, 78

J

JIT (Just-in-Time), 5, 143
definition of. See Lean
manufacturing, 177
Job descriptions, 163

K

Kanban, 145-148, 152-155,
161, 172
definition of, 177

L

Lead times
and tolerances,

9, 14-16
Learning curves, 32
Line stoppers, 16
Lot/batch and contract

control, 74

M

Management reviews, 166

Manufacturing orders. See
MOs (manufacturing
orders)

Manufacturing Resources
Planning (MRP II), 122,
144-145

and accountability, 165
and calibrating on-order
balances, 105
and cycle counting
programs, 29
definition of, 177
finance vs., 52-53
and Lean, 144
and tolerances, 17-27
Marketing, 4, 89
Material planning
and cycle counting,
109-141
and manufacturing orders,
128, 132-133, 136-137.
See also Material
Requirement
Planning (MRP)



Material Requirement
Planning (MRP), 46,
52-53, 55

definition of, 177
and education, 90

and manufacturing orders,

55-56
and the WIP model,
45-46, 52-53. See also
Material planning
Material Review Board
(MRB), 77
MOs (manufacturing
orders), 173
definition of, 4, 55, 177
and the design and
preparation phase,
55-56
and initial balances, 99,
106-107
and Lean, 145
Moving averages,
167-168, 177
MRP. See Material
Requirement Planning
(MRP)
MRP II. See Manufacturing
Resources Planning
(MRP 1I)

0]

Open order listing,

83, 87,128
“Opportunity counts,” 128
Order point inventory

system, 2, 177
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Order(s)
manufacturing. See MO
(manufacturing orders)
purchase orders,
105-106, 178
“rework type” orders, 107
Overflow areas, 68-69, 71

P

Parents
definition of, 48
Pareto analysis, 16,
138-140, 178
Percentage inventory
records accuracy, 178
Picking lists, 178
Piece counting, 68-75,
123, 129
Planned issue, 57
Planned receipt, 57
Point-of-use storage, 72
Postal Service, U.S., 81
PowerPoint®, 90-91
Problem-solving, 104
Products
new, 4, 41
Purchase orders, 178
and initial balances,
105-106
and Lean, 145, 156, 158

Q
Quality

and Lean, 143-144, 152, 157
“Quick” criterion, 95
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R

Radio frequency
identification, 160-162
Raw material, 36-37, 41-42,
52-53
Receipts, 66, 69-70
planned and unplanned,
45,57, 60
Reports
and accountability,
166-168
and moving averages, 167
and the physical
stockroom, 82-83. See
also Reports, on-hand
balance (stock status)
Reports, on-hand balance
(stock status)
and Lean, 62, 71-76,
144-148, 150-154
by location, 73, 82-83
by part number, 71, 73-75,
82-83
Reserve inventories, 54
Responsibility, 61-62, 89, 91
Return to stock, 45, 57
“Rework type” orders, 107
RIP (raw material in process)
manufacturing, 173

S

Sales
and cycle counting, 120
and the design and pre-
paration phase, 41-42

and education, 89
Sample stability
and cycle counting,
111-112, 117
definition of, 178
Scale-counting, 17
Scrap
and transactions, 57
Shipping, 63, 65-66
Shortage reports, 144
SKUs (Stock Keeping Units),
42, 54
Sleuthing, 129-137
activity, 130
and mismatched size,
130-135
“Let the numbers work
for you,” 132
Software. See Computer
software
Starting points, 62
Stock-outs, 3, 5, 90
Stockrooms, 3, 5, 61-91,
144-148, 159
and accountability,
163-168
and assigning addresses, 80
and borrowed parts, 77
and education, training,
and the assignment of
responsibility, 62,
89-91
and finding missing
parts, 71
and the independent
locating system, 80
and “in-transit” items, 78



and issue lists and issue
decks, 83, 88

and issuing from the
location of the largest
quantity, 72

and issuing logic,
72-78

and issuing parts from
multiple locations,
71-82

layout, effective, 67

limited access to,
61-66, 141

and locating parts by part
number, 78-80

and locating systems,
78-80

and lot/batch and contract
control, 72, 74-76

and measuring the
starting point, 62

and multiple storage
locations, problem
of, 68

and overflow areas, 68-71

and piece counting by
multiple locations,
68-73, 78-82

and physical tools, 67

and practical issuing
considerations,
76-77

and primary locations,
69-72

and receiving, inspecting,
and shipping, 66

and rejected parts, 77
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and reports and screens,
82-83
and rotating inventory,
73-74
and work-in-process
areas, 82-83
Stock-status reports. See
Balance reports,
on-hand (stock
status)
Stock-to-stock transfer
and initial balances, 102
and the physical
stockroom, 66, 78
and transactions, 66
Supplier Managed
Inventory, 153-160
and access, 156
and consumption
transactions, 160
and cycle counting
balances, 158
and inspection, 157
and invoicing, 158
and moving
transactions, 159
and planning, 155-156
and procurement,
156
and receiving, 157
and receiving
transactions, 159
and warehousing
transactions, 159
Systematic physical
counting, 94-95,
101-104, 109, 178
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T

Taxes, 4, 13
Teams, 95-99

Tolerance(s), 9-28
as a function of on-hand
record quantity and
percentage, 19
* 5 percent, 19-27, 62, 109
* 2 percent, 20-21
* 0 percent, 21-22
as a percentage of annual
usage, 25-26
by cost classification,
15-16
and cycle counting, 109,
113, 129-139
establishment of, 14-28
ranges, acceptable, 12-13,
18-19
setting of, criteria for,
14-17
unbalanced percentages,
26-27
with lower value limit,
23-24
with upper value limit,
22-23
Top secret items, 16
Total Quality
Management, 173
Trailing balances, 66
Training, 33
and cycle counting, 109
and initial balances,
establishment of,
96-99

and the physical
stockroom, 62-63,
77, 89-91

and transactions, 56-59

Transaction(s), 44-46, 54-60

and computer software,
59-60, 68-71,
75-76, 80-83

and cycle counting,
115-116, 127-136,
140-141

definition of, 56-58, 178

and the design and
preparation phase,
56-60

flowcharts, 58, 59

histories, 75, 83, 86

and initial balances,
establishment of,
94-95

and Lean, 144-145

and training, 90

Truman, Harry, 91

U

Unplanned issues, 57
Unplanned receipts, 57
Usage

and tolerances, 14

\%

Vender Managed Inventory.
See Supplier Managed
Inventory



w

Waste
definition of, 5-6, 144
Widgets, 68
WIP (work-in-process)
model, 36-59
and cycle counting, 127
definition of, 178
and entering counting
data, 99
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and initial balances,
establishment of, 94

and Lean, 144-148

and part levels, 51

and part numbers and
stock, 48, 51-52

and the physical
stockroom, 63-81

as starting and ending at
stock, 52

and transactions, 58-59












