INVENTORY CONTROL		1

INVENTORY CONTROL 		6








Inventory Control
Brittany Crowe
Phase 3 Individual Project
3/5/2019


Inventory Control
[bookmark: _GoBack]Inventory control is a technique used by companies and organizations to make maximum use of their inventory. It is a vital process to the success of any company since it assists the owners to know how the business is fairing. Therefore, this paper will provide an insight into how some of the various inventory control procedures operate. On top of that, it will give an outline of the processes that are used by companies to avoid losses in the aforementioned inventory control methods. 
Cycle count
This is an inventory control procedure whereby a small portion of the stock is counted every day with the sole aim of cycling the entire inventory on a continuous period. The company does not have a standard operating procedure for proper stock regulation. Therefore, cycle counts can improve how the stock is controlled by using it consistently and making it an integral part of the business. The more the cycle count is conducted, the higher the accuracy levels in the inventory (Karim, Nawawi & Salin et al., 2018). Another way through which cycle counts can solve the problem of inventory control is having a properly laid out schedule for conducting the cycle accounts. The program ensures consistency and it helps in providing that the stock is tracked. Prior preparation before the cycle count is essential since it contributes to the retrieval of accurate results. When doing a cycle count, it is vital to start with the small things before moving to the bestselling category. By starting with something smaller, it provides one with an understanding of how the process works. 
ABC items
This inventory method aims at categorizing inventory by dividing it into three ways. A is the most valuable item while c is the least useful (Nallusamy, Balaji, & Sundar et al., 2018). As mentioned before, the A items comprise of merchandise whose consumption rate is the highest. This implies that 70-80% of the total annual consumption can only account for only 10-20% of the entire stock. The B items have average consumption value, and it implies that 15-25% of yearly consumption worth can justify for 30% of the stock. The C items are the ones with the least consumption value. This method can ensure proper inventory control by following the Pareto principle. A items should have a strong record regulator, more protected storing areas and better sales forecasts. At this level, items reorders should be frequent, and stock outs should be avoided at all costs. The B items are beneficiaries of A and C, and they assist in assessing in analyzing the potential stock moving towards A and C items. C items are rarely recorded since the stock at hand is less.
Damages
It is evident that damages affect the company’s profits since they would spend more money to replace the destroyed products. Whenever there are damages in the inventory, it is essential to have a description of the level of damage before the mess is cleaned. The time which the stock suffered damage should be recorded since it can assist in the cash flow report, and looks at a specific period. On top of that, the company will want to know which quarter it suffered loss. Recording of the damaged inventory will enable the organization to understand how much they would spend replacing. It also assists in determining what amount the company would have sold the stock if it were still intact. Additionally, the business can know the money spent when purchasing the damaged inventory. To ensure that there is proper inventory control, it is essential to isolate the damaged goods. This would assist in valuing the damaged goods and knowing what losses the company has incurred. Making an inventory will help in preparing journal entries and comprehensive income and loss statements.
Overages
Having excess inventory can have adverse effects on the company’s bottom line. Therefore, the first step that can be used to handle the situation is removing the old inventory. This will create space for the new stock. The company can use the economic order quantity to assess the optimum levels that it can handle. This would help the company know what amount of stock it can control. Inventory errors bring overages; therefore, reducing them would assist the business to receive the required amount of inventory.
Shortages
In order to deal with scarcity in the company, the first thing is the elimination of uncertainty. Shortages affect the company by creating losses since the company would not be able to meet the demand in the market. Losses can be prevented by forecasting the demand for the products. Short term forecasting is the recommended method since it provides accurate results. An inventory method will assist in knowing when the company has shortages. This implies that the company should invest in inventory management software. This would be of assistance in identifying what stock the company has, the location of inventory, and its movement. On top of that, the company will see if they can replenish the stock and avoid future shortages (Axsater, 2015). The investment software is also beneficial since it facilitates inventory based on the size of the business, delivery reporting, total stock control, and efficient and faster inventory turnover. Proper production scheduling will also help in preventing shortages. This technique ensures that the process of production is smooth sailing. Any imbalances in manufacturing will create mishaps in productivity and performance consequently leading to a deficit in the stock. Another tactic that can be employed to ensure that shortages are avoided is embracing visibility. Having better visibility on the inventory will enable the company to know if the stock can be replenished or not. 
In conclusion, businesses without inventory control procedures are at the risk of experiencing losses. Companies use different methods to control procedures although it depends on the nature of the business. Notably, the market is competitive; therefore, a business should be careful not to allow shortages and overages become the downfall of the company.
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