VASFT015

VARGO Technical Notes | Page 1

VASFT015

AWMS™ Inventory
Management

©2012 • VARGO • 3709 Parkway Lane • Hilliard, OH 43026 • 614.876.1163 • Vargosolutions.com

VASFT015

VARGO Technical Notes | Page 2

Inventory management is the heart of any WMS.
An AWMS™ provides some interesting
concepts in how inventory is managed in
meeting the requirements of finance as well as
operations. Finance and operations have
differing objectives in how inventory is handled.
To finance, inventory is an asset, to operations
inventory ultimately represents goods that are to
be processed in some manner, either to ship
them or prepare goods for shipment. To finance
inventory is represented by “data”. The “data”
itself cannot be lost, damaged, or unavailable.
To operations, physical items represent
inventory. These physical items can be lost,
damaged or otherwise unavailable for any
practical operational purpose. An AWMS™ has
some inherent advantages in the way it is able to
track and manage inventory meeting the needs
of both the financial and operational
organizations.
The conditions that create differing views of
inventory are generally summarized with the
word “exceptions”. Elimination of “exceptions”
would allow only one view of inventory that
would satisfy the needs of both operations and
finance. Exception elimination and exception
reduction need to be seen as separate concepts
with exception reduction being a continual
endeavor and exception elimination seen as an
unlikely goal. There are several problems with
exception elimination. The first is that the
concept has a “boundless” time frame. To
totally eliminate exceptions would mean that it
would be impossible from the current time
forward to have another un-expected event. If
even one exception were to occur each year,
there must still be a procedure, method or means
defined to handle it. The second problem with
exception elimination is by definition an
exception is an un-expected condition. Rules
and processes can be established to correct for
expected errors, but unexpected errors are much
more difficult to anticipate and define corrective

procedures. The third problem in elimination or
even reduction of exceptions is that many times
it is less expensive in terms of operations to
correct a detected exception than it is to prevent
it from happening in the first place. There is a
complete VAS white paper that discusses
exception handling.
The differing views of inventory by finance and
operations are a basic “phasing” issue where
eventually the two views will coincide either
with or without intervention. In operations there
are both temporary and long-term conditions
that essentially make inventory inaccessible.
This inaccessible inventory creates operational
limitations. If the condition is only temporary it
will not ultimately impact the financial view of
the inventory, however the long term or
permanent conditions will impact the financial
view of the inventory. The major problem is
that it is initially and usually impossible to
determine whether or not a condition will be
temporary or permanent. Immediately updating
the financial view of the inventory upon
discovery of a physical inventory discrepancy
may be possible in some organizations, however
in most financial information systems, it is
required that operations resolve the discrepancy
before reporting it. Delaying the reporting of the
discrepancy requires the information system for
the operational organization to support
management of this “in limbo inventory”. This
is the situation where an AWMS has inherent
advantages in inventory management.
A good inventory management system (IMS)
requires good storage location management. If
the location of an item is not known, for all
practical purposes the item has no value, it can
not be processed, shipped, returned, fixed, or
operated on in any manner. The VAS AWMS™
has “adaptive storage location” features that
allows inventory to be tracked in much greater
detail and with much more flexibility than with
most WMS inventory management systems.
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There is an entire white paper dedicated to the
AWMS™ location management system. For the
purpose of this paper, the features of the
AWMS™ location management system are
referenced but the details of those features are
found in the location management system white
paper.
The tracking of items in the VAS IMS is on a
“stock record” level. A stock record represents a
specified quantity or number of units of a single
SKU in a unique location. This stock record
contains (in addition to other data) the current
location of the stock and the previous location of
the stock. The current and previous locations of
the stock are called a “container”. A “container”
in the VAS AWMS™ represents an “abstract”
location, and the actual physical location may be
a carton, tote, rack, bin, conveyor, a trailer, a
worker, an office or any other “locating”
concept. A complete description and the
attributes of a “container” are described in the
AWMS Location Management white paper
(VASFT016).
As product flows through an operation, the stock
records for the items are continually being
updated indicating their current (and updating
their previous) locations. AWMS™ “locations”
or “containers” are normally established for all
actual stock holding areas as well as the
conveyance paths, processing areas,
workstations, and any other place that product
may be held either temporarily or permanently.
There are numerous occasions in operations
where a portion of the items in one container are
removed and put in a different location or
container. This is the operation that we
normally refer to as picking. In these situations,
stock records are “split” as items are removed
from a container. The original stock record is
updated reflecting the new balance and a new
stock record created that identifies the new
parent container or location. Conversely, there
are instances where like items are consolidated

into a single container. In this situation the
stock records, provided they are the same SKU,
may be joined.
In any operation, “discoveries” are made that
may indicate that the expected is not consistent
with the observed. The AWMS™ and its
inherent inclination to accept the latest and most
current information immediately adapts to the
new discovery, normally (as defined by the
system requirements) questioning the discovery
-- providing that a person has made the
discovery. The operation is allowed to continue
incorporating the newly discovered information
into the production flow, however flagging the
exception for resolution in order to resynchronize the operational data with the
financial data. This “discovery” process will
normally entail assigning a stock record or a
portion (spitting a stock record) of a stock record
to another location (updating the current location
and previous locations of the stock record).
Usually the new location to which the stock
record is assigned has an attribute itself of “unallocatable”, making that stock not available for
processing, but still carried on the financial
books.
It is imperative to operations that processing can
continue while the resolution process of
discoveries is being executed. It is also just as
imperative that the resolution process itself may
be scheduled and integrated with available
workforce and resources. The AWMS approach
to inventory management seamlessly provides
this capability.
An AWMS™ provides features that allow both
financial and operation inventory management
to co-exist providing each organization with
tools and data to support their own individual
needs. Ultimately the AWMS™ IMS approach
leads to greater inventory accuracy, less
inventory shrinkage, better fulfillment
compliance, and a more timely and accurate
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view of the actual operation for both financial
and operational perspectives.
AWMS™ is a trademark of Vargo Adaptive SOFTWARE.
The term AWMS™ may be freely used by any party to
describe a WMS that has an inherent inclination to adapt to
and accept new information to establish current conditions.
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