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Getting Into Alignment

How important is it for you to have everyone on your team rowing in the same direction?

That might seem like an apparently simple question and one would expect that the answer
would easily be dall of them. 0 Wel |,

question using current business jargon: i How i mport ant i s
specifically,
Alignment; in an executive team with 7 executives, on average more than 2 of them
dondét really agree with the companyé6s

Research among 3000 executive teams shows that 38% (that is almost 3 out of every 7
individual s) of the members of an
companyob6s strategy. Clearly, a
is a fAconsummation devoutly to be wi
reasons why organizations regularly struggle and then spend time and resources on senior
team development.

When we work with companies in an effort to get them to the next level, or work with
CEO6s to help them to start working
get businesses back on track, there is no clearer starting point for us. Much like a
chiropractor who needs to get your vertebrae into alignment so your nervous system

me functions optimally, it is critical that we get the leadership team into alignment. So much is
said these days in business about getting the right people on the bus and the wrong people
of f the bus €& and the right people in
we really just need to get everyone to start rowing in the same direction.
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J.I.T. Inventory

JIT, or just in time, inventory is an inventory management strategy
that is aimed at monitoring the inventory process in such a manner
as to minimize the costs associated with inventory control and
maintenance. A just-in-time inventory process relies on the
efficient monitoring of the usage of materials in the production of &
goods and ordering replacement goods that arrive shortly before
they are needed. This simple strategy helps to prevent incurring the
costs associated with carrying large inventories of raw materials at
any given point in time.

Another application of a just in time inventory focuses not on raw materials but on finished
goods. The idea is to develop a solid understanding of what is needed to produce goods
and schedule them for shipment to customers within the shortest time frame possible.
Shipping finished goods shortly after producing them leads to minimizing storage costs and
any taxes that may be applicable. This dual application of a just in time inventory strategy
can significantly cut the operational expenses of a business in regards to the amount of
inventory that must be stored at any one time and the amount of taxes that must be paid on
larger inventories.

A just in time inventory management process involves understanding how much of a given
item is needed to maintain production while more of the same item is being ordered. This
involves two key factors. First, it is necessary to know how long it will take for the item to
be shipped from the supplier and arrive at the manufacturing facility. Second, the
anticipated life or usage of the item must be determined. By knowing these two pieces of
information, it is possible to establish procedures that allow the item to be reordered just in
time to arrive and replace a used item, without having the replacement set in storage for an
extended period of time.

For many companies, the purchasing departments employ a just in time inventory for such
key items as raw materials and machine parts. This means that computerized records are
kept that make it possible to place a new order for a given component when the number of
units on hand decreases to a point that has been pre-determined for a new order. Today, this
type of component usage is often managed with purchasing and inventory control software.

(continued on page 3)
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http://www.wisegeek.com/what-is-inventory.htm
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(continued from page 2)

There are, of course, several factors that can make JIT systems a risky proposition. A key
concern here is the extent to which firms are dependent upon particular suppliers under
such an inventory system. For example, if a company were to solely purchase a highly
proprietary product to a single supplier, a JIT inventory system would put such a company
at an even hofgheroni s&halff Aofi pt he
immediate amount of inventory to buffer an interruption of supply. Such an interruption of
supply might be so costly that the firm might just allow the supplier to overcharge the firm
up to the cost of this interruption. This rip-off cost might completely cancel out or exceed
the savings that drove a firm to utilize a JIT inventory system in the first place.

More dangerous are internal issues that might lead single suppliers to be
unable to
to incur the costs of an interruption of its production input supply. Internal
i ssues might i nclude, | abor str
which labor unions could hold the supplier for ransom up to the amount of
its pending orders, again | eadi
of production inputs. | nt er nal i ssues can mean a

supplier from supplying the needed inventory. The point is that by facilitating the
interconnectedness between businesses, JIT inventory systems increases the risk that
problems or failures on one end of the production chain might be felt on another end.

These risks associated with JIT inventory systems may be ameliorated to a certain
extent. Indeed, the evolution of the organization of firms has already taken many of these
risks into account, particularly with respect to rip-offs. For example, companies that might
otherwise purchase highly proprietary products from a handful of suppliers usually either
produce these items themselves or in fact own the suppliers that do so in order to prevent
price-gouging from occurring. A well constructed JIT inventory system has its definite
advantages, but care must always be taken to clearly identify the potentially inherent issues

o that can compromise it benefits.
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Business, more than any other occupation, is a continual dealing with the
future, it is a continual calculation, an instinctive exercise in foresight.

Henry R. Luce
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