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Key Terms and Vocabulary

Inventory management is a critical aspect of procurement in the maritime industry. Efficient inventory
management techniques ensure that marine companies have the right amount of stock on hand to meet
operational needs while minimizing costs. This section will explore key terms and vocabulary related to
inventory management techniques in marine procurement.

1. Inventory: Inventory refers to the goods and materials held by a company for sale or production. In the
maritime industry, inventory includes spare parts, consumables, fuel, lubricants, and other supplies
necessary for vessel operations.

2. Inventory Management: Inventory management involves overseeing the flow of goods into and out of a
company's inventory. It includes processes such as forecasting demand, replenishment, storage, and
tracking of inventory levels.

3. Procurement: Procurement is the process of acquiring goods and services from external sources. In
marine procurement, this involves sourcing and purchasing items needed for vessel operations,
maintenance, and repair.

4. Supply Chain: The supply chain refers to the network of organizations involved in the production,
distribution, and sale of goods. In marine procurement, the supply chain includes suppliers, manufacturers,
distributors, and service providers.

5. Lead Time: Lead time is the amount of time it takes for an order to be delivered after it is placed.
Understanding lead times is crucial for inventory management to ensure that stock levels are maintained
without causing delays in operations.

6. Reorder Point: The reorder point is the inventory level at which a new order should be placed to replenish
stock before it runs out. Calculating the reorder point helps prevent stockouts and ensures continuity of
operations.

7. Economic Order Quantity (EOQ): EOQ is the optimal order quantity that minimizes total inventory costs,
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including ordering costs and holding costs. By calculating the EOQ, marine companies can determine the
most cost-effective order quantity for replenishing inventory.

8. Just-In-Time (JIT): JIT is a strategy that aims to reduce inventory holding costs by ordering goods only
when they are needed. JIT requires close coordination with suppliers to ensure timely deliveries and minimal
inventory levels.

9. ABC Analysis: ABC analysis categorizes inventory items based on their value and importance. A items are
high-value items that require tight control, while C items are low-value items that can be managed with less
scrutiny.

10. Stock Keeping Unit (SKU): An SKU is a unique code assigned to each item in inventory for easy
identification and tracking. SKUs help streamline inventory management processes and improve accuracy in
ordering and stock control.

11. Cycle Counting: Cycle counting is a method of verifying inventory levels by regularly counting a subset
of items on a rotating basis. This approach helps identify discrepancies in inventory records and maintain
accurate stock levels.

12. Vendor Managed Inventory (VMI): VMI is a collaborative approach to inventory management where the
supplier monitors and replenishes inventory levels at the customer's location. VMI can help reduce
stockouts and improve inventory turnover.

13. Deadstock: Deadstock refers to inventory that is obsolete, damaged, or no longer in demand. Managing
deadstock is essential to free up storage space and prevent tying up capital in non-performing inventory.

14. Batch Tracking: Batch tracking involves tracing and recording the movement of specific batches of
inventory through the supply chain. This technique is crucial for quality control, recall management, and
compliance with regulations.

15. First-In, First-Out (FIFO): FIFO is a method of inventory valuation where the oldest stock is sold or used
first. FIFO ensures that perishable or time-sensitive items are consumed before newer stock, reducing the
risk of waste or obsolescence.

16. Last-In, First-Out (LIFO): LIFO is an inventory valuation method where the newest stock is sold or used
first. LIFO may be used in situations where prices are rising, as it can help minimize tax liabilities by
matching higher costs with current revenues.

17. Stockout: A stockout occurs when an item is not available when needed, resulting in disruptions to
operations or delays in production. Preventing stockouts is a key objective of effective inventory
management techniques.
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18. Inventory Turnover: Inventory turnover measures how quickly a company sells and replaces its inventory.
A high inventory turnover ratio indicates efficient inventory management, while a low ratio may suggest
excess stock or slow-moving inventory.

19. Replenishment: Replenishment is the process of restocking inventory to maintain optimal levels.
Effective replenishment strategies consider factors such as lead times, demand forecasting, and order
quantities to ensure timely and cost-effective stock replenishment.

20. Stockout Cost: Stockout costs refer to the expenses incurred when an item is out of stock, such as lost
sales, expedited shipping, or production delays. Minimizing stockout costs is a priority for marine
companies to maintain operational efficiency.

21. Forecasting: Forecasting involves predicting future demand for inventory based on historical data,
market trends, and other factors. Accurate forecasting is essential for optimizing inventory levels and
avoiding understocking or overstocking.

22. Safety Stock: Safety stock is extra inventory held to buffer against uncertainty in demand or supply.
Maintaining safety stock helps mitigate the risk of stockouts and ensures continuity of operations during
unexpected fluctuations.

23. Stock Rotation: Stock rotation is the practice of using older inventory before newer inventory to prevent
spoilage, obsolescence, or deterioration. Proper stock rotation ensures that perishable or time-sensitive
items are consumed in the correct order.

24. Ordering Cost: Ordering costs are the expenses incurred each time an order is placed, including
administrative costs, transportation fees, and processing fees. Minimizing ordering costs is essential for
optimizing inventory management efficiency.

25. Holding Cost: Holding costs are the expenses associated with storing and maintaining inventory, such as
storage space, insurance, and handling fees. Managing holding costs is crucial for reducing overall inventory
carrying costs.

26. Stock Keeping Policy: A stock keeping policy outlines the guidelines and procedures for managing
inventory, including stocking levels, ordering frequencies, and replenishment strategies. A well-defined
stock keeping policy helps standardize inventory management practices and improve efficiency.

27. Stock Transfer: Stock transfer involves moving inventory between different locations or departments
within a company. Proper documentation and tracking of stock transfers are essential to maintain accurate
inventory records and prevent discrepancies.

28. Inventory Control: Inventory control refers to the processes and systems used to manage and regulate
inventory levels. Effective inventory control ensures that stock levels are optimized to meet operational
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needs while minimizing costs and risks.

29. Continuous Replenishment: Continuous replenishment is a strategy that involves automatically
replenishing inventory based on real-time demand data. This approach helps streamline inventory
management processes and reduce the need for manual intervention.

30. Stock Monitoring: Stock monitoring involves tracking and analyzing inventory levels, movements, and
trends to identify potential issues or opportunities for improvement. Regular stock monitoring is essential
for maintaining optimal inventory levels and minimizing risks.

In conclusion, understanding the key terms and vocabulary related to inventory management techniques in
marine procurement is essential for professionals in the maritime industry. By familiarizing themselves with
these concepts and applying them in practice, marine companies can enhance their inventory management
processes, reduce costs, and improve operational efficiency. Continual learning and adaptation to new
technologies and best practices in inventory management are essential for staying competitive in the ever-
evolving marine procurement landscape.
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