
Inventory: tangible and intangible object 

 

The objective is to point out that inventory exists within your 

system as both a physical item and as an item within your 

records. 

 

There are many reasons for obtaining and holding inventory, 

and inventory can play a variety of roles within the life of any 

organisation. 

 

In order to control and manage the items coming into, 

through, and out of your facility, it is important to understand 

not only where an item is physically located at any given 

time, but also how that existence is being acknowledged 

within the system. 
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Some of the most important reasons for obtaining and holding 

inventory are: 

 

Predictability: In order to engage in capacity planning and   

production scheduling, you need to control how much raw 

material, parts, and subassemblies you process at a given 

time. Inventory buffers what you need from what you 

process. 

 

Fluctuations in demand: a supply of inventory on hand is 

protection: You don’t always know how much you are likely 

to need at any given time, but you still need to satisfy 

customer or production demand on time. 

 

Unreliability of supply: Inventory protects you from 

unreliable suppliers or when an item is scarce and it is 

difficult to ensure a steady supply. 

 

Price protection: buying quantities of inventory at appropriate 

times helps avoid the impact of cost inflation.  

 

Quantity discounts: often bulk discounts are available if you 

buy in large rather than small quantities. 

 

Lower ordering costs: If you buy a larger quantity of an item 

less frequently, the ordering costs are less than buying smaller 

quantities over and over again.(The costs of holding the item 

for a longer period of time, however, will be greater.) 
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Tracking the paper life 

 

In order to gain an understanding of the relationship between 

an item’s real life and its paper life within your own system, 

you should follow a single item on its path through that 

system. 

 

In other words, track an item’s physical movement through 

your facility while noting what is happening to its paper life 

during that same time period.  

 

You will be able to discover when one of these lives moves 

ahead of the other and when there are system errors such as 

an item is moved but there is no paperwork authorizing that 

action. 
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