Just-in-time management

The zero inventory philosophy
Conventional and FIT approaches

Stock exists because items have been bought before they are required. It is
normally uncertainty or overcaution that causes inventory. The principle of
JIT is simply that we have items when they are needed and none when they
are not needed.

JIT supply is a result of high-quality supply.

The idea may be simple but the application of JIT has given the opportunity
to decimate stockholding without affecting customers. Instead of trading
availability and stockholding as discussed in Chapter 2, the trade-off is
between organization and stockholding. The bertter organized and con-
trolled the supply chain, the less inventory is required.

Companies which are considering how JI'T can work in their business, or
avoiding it in a Canute-like manner, should realize that JIT is an outcome
of other techniques, not a technique of its own. It is the logical aim of tight
inventory control, effective process planning and plant design, workforce
motivation, cost reduction, logistics and even material requirements
planning (MRP). The optimization of these together inevitably leads to the
JIT approach. The elements of JIT are the techniques to be developed, for
example:

® supply what i1s required
® supply the quality required
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® reduce lead times

® organize effectiveness

® use all the expertise available (i.e. people who do the jobs plus
technical backup).

These are the fundamental changes which lead to JIT - all good inventory
management techniques. The most important of these improvements has
been in quality, particularly in management processes — quality of records,
supply, delivery, forecasting and target setting.

Holding inventory shows we don't have control.

Stock controllers have been sceptical about the efficiency of frequent
deliveries of smaller batches without investigating all the options and the
potential. There are many instances where the accepted delivery quantity is
now much smaller than it was a few years ago, and is destined to continue
to be reduced. Some of the contrasting features of managing conventional
stock control and JIT control are shown in Table 4.1.

Table 4.1 Contrasts between conventional and JIT inventory control

Satisfied with the status gquo Continuous improvement

Lead time is fixed Reducing lead time is a continuing challenge
Product range is a sales issue Product range reduction is an inventory issue
Management provide methods Operators are responsible for practices

Stock in case of customer demand Purchased to meet demand rate

Convenient purchase barch size Buy singly or small quantities

Just in time works as a pull system whereas conventional stock control
and material requirements planning are essentially push systems. In the
push system the stock is provided for the next stage of supply, e.g. buying
items for sales to sell or starting manufacture without having the total
production path clear. The philosophy with push systems could often be
thought of as packing so much into the warehouse or production plant that
they will have to send some items out because there is only limited
space!

With a pull system the first action in the chain is that the item is
demanded. To satisfy this demand there is an item in stock. As soon as this
stock is used up, then another item is supplied, either from outside or from






















































