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Core Business Process: Inventory Management

Objective: To effectively monitor, control, and optimize inventory levels to meet customer
demand, minimize costs, and ensure operational efficiency.

Step 1: Inventory Planning

1. Define Inventory Goals:
o Establish target inventory levels based on business objectives and market
demand.
o Balance inventory availability with cost-efficiency.
2. Forecast Demand:
o Use historical data, market trends, and sales forecasts to predict inventory
needs.
o Adjust forecasts for seasonality or promotional activities.
3. Set Reorder Points:
o Determine minimum stock levels to trigger reordering.
o Calculate safety stock levels to mitigate supply chain disruptions.

Step 2: Procurement and Receiving

1. Place Orders:
o Use purchase orders (POs) to procure inventory from approved suppliers.
2. Coordinate Deliveries:
o Schedule shipments to align with inventory needs and storage capacity.
3. Inspect Deliveries:
o Verify the quantity and quality of received goods against POs.
o Document discrepancies and take corrective action if necessary.
4. Update Inventory Records:
o Record new stock in inventory management systems (IMS) and adjust stock
levels accordingly.

Step 3: Storage and Organization

1. Organize Inventory:
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o Use a logical layout to store items, optimizing for accessibility and space
utilization.
o Implement labeling systems, such as barcodes or RFID tags, for easy
identification.
2. Implement FIFO/LIFO Methods:
o Use First-In-First-Out (FIFO) or Last-In-First-Out (LIFO) methods based on
inventory type.
3. Ensure Safety and Compliance:
o Adhere to safety regulations and storage requirements for specific items (e.g.,
perishable or hazardous materials).

Step 4: Monitoring and Auditing

1. Track Inventory Levels:
o Use IMS to monitor real-time stock levels across locations.
2. Conduct Regular Audits:
o Perform cycle counts or full physical inventory audits to verify accuracy.
3. Identify Discrepancies:
o Investigate and resolve differences between recorded and actual stock levels.

Step 5: Order Fulfillment

1. Process Orders:
o Validate customer orders and allocate inventory for fulfillment.
2. Pick and Pack:
o Use inventory systems to guide picking and ensure accuracy in packing.
3. Ship Goods:
o Schedule and track deliveries to meet customer deadlines.
4. Update Inventory Records:
o Deduct shipped items from stock levels in real-time.

Step 6: Inventory Optimization

1. Analyze Trends:
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o Review inventory turnover rates, sales patterns, and demand fluctuations.
2. Implement Just-In-Time (JIT):
o Reduce holding costs by receiving goods as needed for production or sales.
3. Minimize Dead Stock:
o ldentify and address slow-moving or obsolete inventory through discounts,
promotions, or disposal.

Step 7: Reporting and Continuous Improvement

1. Generate Reports:
o Create regular reports on key performance indicators (KPIs) such as stock
accuracy, turnover rate, and carrying costs.
2. Review Performance:
o Evaluate inventory management processes and identify areas for improvement.
3. Implement Changes:
o Refine forecasting models, reorder points, and storage systems based on
insights.

Conclusion: Effective inventory management ensures that the right products are available at
the right time while minimizing costs and inefficiencies. Continuous monitoring, optimization,
and alignment with business goals drive long-term success and customer satisfaction.



