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Stock Value Reduction 

 

In an ever-changing market, in an extremely flexible business environment in terms of customer demand 

and prefferences, where the need of new product research and development grows more and more, 

appears the need to make available as much as possible of the business cashflow. 

 

Generally industries hold in their stocks (raw materials, subassemblies and finished goods) between 45% 

to 75% from the total capital. Therefore the necessity of an efficient control of the stocks levels.   

 

Stock level and value reduction represents the core activity of Supply 

Chain Management. Stock control is a cross function activity involving 

elements of planning, production, engineering, quality, financial, 

purchasing and logistics, with the declared goal of reaching the optimal 

level of stocks (with no production interruptions, not disturbances in 

the supply chain and with efficient usage of storage space).  

 

One of the ways of control, identification of opportunities and action 

for stock value reduction is definining and implementation of the ABC/XYZ analysis. The implementation 

steps are:  

❖ Identification of all articles in stokc both value and  

❖ Defining of the desired stock level for each article (safety stocks calculations, reordering 

point, minimum ordering quantity based on lead times, suppliers’performance improvement proposals) 

❖ Defining ABC categories (based on value of the articles)  

❖ Defining XYZ categories (based on movements of the articles) 

❖ Definition and implementation of ABC/XYZ matrix 

❖ Definition and implementation of standard set of actions for each category in the matrix 

❖ Action plans, risk evaluation and stock reduction 

 

Stock value reduction by ABC/XYZ matrix offers fast and lasting 

results by the ease of identification of the „problem” articles, as well 

as by the standard actions defined, offering a wide range of 

solutions. 

 

While implementing ABC/XYZ solution it is mandatory the 

involvement of all the above named departments, especially during 

the solution standardization phase, because both stock value 

increase and decreaseis generated by the whole team, not only a 

part of it and everyone must assume responsibility for it. 

http://www.arigoo.com/flowtrix_process.html

