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Taking Control:
Improved Inventory Visibility Leads to Lean Success

In general, manufacturers have less inventory today than they had in past years. Partly, this is the 

for error and therefore mistakes and surprises can be costly. 

When looking at inventory levels and how to reduce them, it is important to understand the role that 

without an increase in stock-outs and other nasty surprises. Only then should we look at techniques 

This paper focuses on inventory inside the plant – from receipt of parts and materials to the shipment 
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The Purpose of Inventory

Parts and Materials

business reasons. 

between replenishments. 

A Case for Safety Stock?

and the uncontrollable – late delivery, higher than expected reject rates, inventory record errors, 
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here – the more safety stock, the higher the service 
level (lower risk of stock-out). If you can lower the 
risk, a smaller amount of stock will provide the 

on inventory control and record accuracy, working 
with suppliers to improve reliability and quality, 

Work In Process (WIP)
The amount of WIP inventory is directly related 

inventory. WIP inventory serves the same purposes that it does for raw materials as outlined above – 

Finished Goods

The “Right” Inventory Level
The “right” amount of inventory to provide the desired service level is easily calculated from a 
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100 will be assumed to be there and will be allocated to jobs or customer orders as needed. When 

you can reduce the amount of safety stock without increasing the risk of stock-out.

A Look at Lean

whenever they can. 

and controls. And don’t forget the ability to reduce inventory, another “waste” target of lean programs, 

visual techniques does not eliminate the need to maintain accurate records of in-house inventory.
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Tracking Inventory Reality 
Inventory tracking is all about making the computerized records match the physical reality as closely as 

has been proven to reduce errors considerably.

primary concern. Errors and delays increase uncertainty and increase the likelihood of stock-outs or 
the need for safety stock to prevent them.

Any company that is serious about inventory record accuracy will have already implemented a well-

and is a proven tool for maintaining high levels of inventory accuracy.

Useful Techniques

for many manufacturers.

Receiving – label everything that comes in the door. Suppliers can provide the labels so parts are 

that materials and parts can be tracked reliably throughout the process. Physically small and low value 
parts can be group tagged with labels on bins, boxes or containers.  

Moves
know precisely where it is. While movement should be reduced wherever possible (a common lean 
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Manufacturing – scan and load all material to lines/workcenters; scan every WIP move. There’s no 

Outside services

back from service providers. 

Shipping

barcode). As containers are loaded onto pallets and/or moved into trucks or containers, scanning 
provides a full record of exactly where each part or product is and what is in every shipment. This is 
especially important if there is ever a need to make a claim for loss or damage, inform customers of 

Batch/Lot and Serial Numbers
If your products and/or materials and parts are batch or lot number controlled or serial numbered, 

Emerging Technologies  

movement of goods. Today, those technologies are too costly for all but the more expensive items 
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no value and is therefore considered waste. Nevertheless, some inventory is necessary to keep 

where and why inventory is needed, what drives the amount of inventory required, and what can 
be done to reduce the required amount without causing shortages.

and somewhere in between for most manufacturers. Having the right kind of inventory at the right 

Inventory Volume
As to “how much,” here are the factors to consider. The base amount of inventory is determined 

before the next replenishment arrives. Average amount is halfway between these two extremes, if 

Minimum Level

inventory, otherwise known as safety stock, you need to deliver the desired service level or risk 
of stock-out. Once that equilibrium is established (the right amount of inventory to deliver the 
desired service level), inventory can only be lowered if one of the other two factors changes. In 
other words, lowering inventory without changing risk (variability or uncertainty) will lower the 
service level (see Shortage Risk graph earlier in this report). To lower inventory and maintain the 
service level, the risk must be lowered.  (See Graph 2.) 

 

Replenishment 

Higher than  

Replenishment 
 

Usage

 

Am
ou

nt
 o

f I
nv

en
to

ry

Time

Graph 2



 

 

Brought to you by

Brought to you by Plex Online 

8

Consider Risk
One way to lower risk is to work more closely with customers to improve forecast accuracy. 

Assess Inventory Accuracy

barcode scanning.
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