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One of the processes most every distribution centeracghouse consistently
dreads, and that | continue to see in practice, is themercgear counting of the
inventory. And yet many companies have for many years ugadedy of
alternate practices often called Cycle Counting to rethgie costs, improve the
guality of inventory and order filling, and been able to glate the once a year
event. The benefit of Cycle Counting substantial ariaften the resistance to
change is great. If you have implemented Cycle Coumirygur company,
congratulations. You have taken a big step. For thosewfhat have not, you
are missing a very big opportunity, and | encourage yougpastithe change with
your management and financial department.

There are two elements to address in the implementattithis change. The first
and hardest is to identify, define, and work with the rascs#t to change. While
Cycle Counting is not a new idea, | often | hear a tyaoéreasons why it has not
been implemented, including that we first need bettdesys or our systems do
not support Cycle Counting, our accountants or our auditingi$ not ready, etc.
| suggest that usually these are all just stallingdscand usually because there is
not a champion to take the lead, define the process, theechanges, get the
approvals, and make it happen. And, it is very importaredognize that there is
valuable information in every resistance, becausk eathese elements must be
addressed well to be successful. This is your opportunity to granskdls while
improving the performance of your organization.

The second and easiest element is the defining of the prfmraSycle Counting.
There are several methods to select what to count andtwicennt. One
example is based on the activity of the items in theelr@use. First rank them and
then:

Count "A" rank items (top 80 percent of sales or inventoryajasix times per
year.

Count "B" rank items (next 15 percent of sales or inventahye) three times per
year.

Count "C" rank items (next 4 percent of sales or inventatye) twice per year.
Count "D" rank items (last 1 percent of sales or inventaiye) and items with no
sales count once per year.
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This method works well for maintaining accurate inventory cobetause it
focuses effort on the items that move the most, whietthose with the greatest
opportunities for processing errors.

A second method is based on the storage of materials and bethiraBviding the
warehouse area into geographic areas, and then stan@ ilocation and work your
way through it until every location is counted. This methegliges all parts are
counted in a given period of time (perhaps every quarterjraydalso turn up
"missing" parts that may not be found in the ranking method.

For both methods, the counting should be done during a time i wWigce is not
planned activity for those items to minimize the adjustsienopportunities for
error. For example, | know many companies that do theintscon the slowest
day each week.

A third method, and it is new in my experience, is to colhe inventory
counting by location as a part of the picking process. mkeihod requires picking
being directed through RF devices and a small change to yarghduse
Management System to prompt for the information anditakee data.
Specifically, when a picker is directed to a pick locatiod the system recognizes
that the location inventory is close to zero (making styda count), or is due to be
counted, or that there has been an inventory problem witlsKldt and inserts an
instruction to the picker to count the inventory in the lmzaaind enter the amount
before (or after) making the pick. By including this taskhe normal work

activity, the cost of Cycle Counting is further reduced thuede are potentially
additional benefits.

The remaining elements of this process are the sambaisyau might already be
doing in the conventional inventory counting process, verify auairrect errors,
and then look for and correct causes.

You can make the change process simple or sophisticataa ca work with or
against all those who are offering resistance. You knmuwv gompany, and you
are responsible for improving warehouse operations. Tekmitiative. And if
you need someone to talk with along the way, to build yaum, @b understand
alternatives, you can reach meaach@warehousecoach.comfl can help you
with this or other changes to improve warehouse performgncecan call me at
1-503-296-7249.
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