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Logical Inventory Method for Optimization of Inventory Management
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Inventory assets are one of the most important management indicators for manufacturing companies, and proper control of inventory is vital to
ensure a stable management structure. As inventory also plays a key role in the prevention of opportunity losses, it is essential to resolve the trade-
off between the reduction and maintenance of inventory based on the appropriate criteria.

Toshiba has been continuously engaged in the improvement of inventory management in the Toshiba Group. We have now developed a method of
theoretically calculating the optimal inventory in each supply chain by clarifying factors related to the occurrence of inventory. The theoretically calculated
inventory, called the "logical inventory," is then targeted as the goal or set as the starting point of improvement activities for the optimization of inventory.
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Main causes of inventory issues
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Example of simplified supply chain
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Cycle and safety inventories
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Elements of logical inventory
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Inventory management cycle
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Example of inventory days calculated by logical inventory tool
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Visualization of logical inventories using supply chain inventory tool
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Visualization of stock status calculated by inventory freshness tool
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Application of logical inventory to production, sales, and inventory (PSI)
planning
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