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What’s in it for Me? 

 
 
 
Welcome to Summit’s Supply Chain Resource Management (SCRM) program!  

 

By the end of your course, you will:  

 

 Understand the value of a well-stocked, cost-effective, and well-coordinated working 

environment. 

 Appreciate the significant role you will play in the supply chain – the network of 

resources—people, activities, and information—involved in moving a product or 

service from supplier to customer. 

 

Now, let’s break down the elements of that network to give you a clearer picture of the 

content of your program. 

 

THE RESOURCES 
 
All businesses have systems to help them make the most of their resources:  the 

materials, personnel, and information they rely on to keep production going.   

 

 Materials:  Inventory (raw materials  finished goods); supplies that help sustain 

production:  machines, office supplies, cleaning supplies, etc. 
 
 Personnel:  Purchasing & Inventory Clerks, Production Control Clerks, Parts 

Clerks, and their other supporting departments (Shipping / Receiving, Accounting, 

etc.) 
 
 Information:  Important messages about the status of resources (their price, 

quantity, location, quality, etc.) received from SCRM personnel and/or from 

customers. 

 

 
The supply chain is a concept companies commonly use to represent the 
flow of resources at different stages of production; it is the “thread” that 
ties all elements of the SCRM program—and SCRM personnel—together. 
 
 
 
THE PEOPLE 
 

Purchasing & Inventory Clerks, Production Control Clerks, and Parts Clerks are the 

“stars” of the SCRM program.  You will learn about how they function as individuals, 

and, just as importantly, as members of a team.  The supply chain automatically unites 

the employees in these three areas as colleagues working toward a common goal:  the 
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quality service that comes from providing customers with the right product in the right 

amount for the right price in the right place at the right time.    
 
 

There are principles of Resource Management that will serve SCRM personnel well in 

the quest for quality, regardless of their place in the chain – these principles are covered 

in Unit 5 of the program. 

 
THE ACTIVITIES 
 
Each associate in the supply chain has certain specialties that allow him/her to contribute 

in meaningful ways to the strength of the entire chain: 

 

 Purchasing Specialties:  Settling on the best way to acquire goods for 

a business – from the best supplier (Who?) for the best price (How much?) 
 

 Inventory Specialties:  Maintaining optimal levels of inventory once it 

is acquired – with knowledge of inventory type, function, and value 

 
 Production Control Specialties:  Co-ordinating the production of 

materials as they move across the supply chain – with knowledge of 

production planning and scheduling strategies  

 
 

 Parts Specialties:  Storing, locating, and accounting for parts and 

supplies ready for distribution internally or externally 

 
These core units (6A, 6B, 6C)—the focal point of your program—will give you a thorough 

account of SCRM’s key players and their roles, responsibilities, and goals. 

 
THE INFORMATION  
 

SCRM personnel must be prepared to answer questions (What?; How many?; How 

much…money?; Who? Where?; When?) about their company’s resources, and then make 

decisions and solve problems based on the answers to those questions.  In order to 

perform these tasks successfully, Purchasing & Inventory Clerks, Production Control 

Clerks, and Parts Clerks need to be able to process and apply information about the state 

of resources perceptively, resourcefully, and systematically (in a well-organized way).   

 

Throughout the program, there will be an emphasis on the thinking strategies and other 

transferable skills (skills useful in any job) that will help SCRM employees manage 

information effectively, including: 
 
 Analytical, creative, and practical thinking skills – learn how to make SCRM 

decision-making and problem-solving easier   Unit 1; Unit 6A, 6B, 6C 

 Customer service skills – learn to think like customers and exceed their expectations 

 Unit 2  

Unit 6A 

Unit 6B 

Unit 6C 
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 Business communication skills – learn to exchange information with co-workers and 

customers promptly and professionally  Unit 3 

 Workplace math skills – be prepared to think in terms of numbers on the job   

 Unit 4 
 Basic accounting skills – learn to think like a businessperson, and see the supply 

chain and its resources as investments to be monitored  Unit 7 
 Database management – organize and retrieve information efficiently using MS 

Office Excel and Access  Unit 8-9 
 Workplace Safety – be as informed as possible about potential hazards  Unit 10 
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What are the Basics?  

 

 

Program Timeline 
 

This timeline is an estimate of approximately how long it will take you to complete each 

unit. The hours indicated include classroom time only; however, keep in mind that an 

average college course requires the student to complete an equal amount of time working 

out of class as well.  Your instructor may decide to combine certain units, rather than 

have you complete them sequentially.  Your program allows for this kind of flexibility; 

the main thing is that you complete all the required content within the allotted time. 

 

 

 

Unit # Title Hours 

1 Student Success 10 

2 Customer Service 15 

3 Business Communications 25 

4 Workplace Math 30 

5 Getting to Know SCRM 20 

6A The Perceptive P&I Clerk 30 

6B The Resourceful Production Clerk 30 

6C The Organized Parts Clerk 30 

7 Introduction to Accounting 40 

8 Microsoft Excel 2010 Level 2 40 

9 Microsoft Access 2010 Level 1 40 

10 Workplace Safety 5 

11 Job Search Training 15 

 TOTAL 330 
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Program Outline 
 

For your reference, here are the main lessons and/or topics covered in each unit of the 

program, and the resources you will refer to when completing related assignments. 

 

UNIT  LESSONS/TOPICS RESOURCES 

SOFT / TRANSFERABLE SKILLS TRAINING 

1 Student Success 

Lesson 1:  Growing Towards Success 
 Summit SCRM Student 

Guide  

 Keys to Success: How to 
Achieve Your Goals, Sixth 
Canadian Edition 

Lesson 2:  Values, Goals, and Time 

Lesson 3:  Listening and Note-Taking 

Lesson 4:  Memory and Studying 

Lesson 5:  Test Taking 

2 Customer Service 

Lesson 1:  Understanding Customer Service 
 Summit SCRM Student 

Guide  

 Exceptional Customer 
Service 

 Handouts 

Lesson 2:  Essential Customer Service Skills 

Lesson 3:  Positive Behaviour and Attitude 

Lesson 4:  Dealing with Difficult Customers 

Lesson 5:  Telephone Customer Courtesy 

3 Business Communications 

Lesson 1:  Getting the Message Across 

 Summit SCRM Student 
Guide  

 Communicating for Results 

Lesson 2:  Getting Started:  Planning & Writing 
Business Messages 

Lesson 3:  Business Style:  Word Choice, 
Conciseness, and Tone 

Lesson 4:  Memorandums, E-mail, and Routine 
Messages 

Lesson 5:  Routine & Goodwill Messages 

Lesson 6:  Delivering Unfavourable News 

Lesson 7:  Communicating for Employment 

4 Workplace Math 

Chapter 1: Fundamental Arithmetic and 
Algebra Review 

 Summit SCRM Student 
Guide  

 Barron’s E-Z Business 
Math 

Chapter 2: Decimals, Percents, Ratios, and 
Proportions 

Chapter 4: Measurement – English (U.S. 
Standard)/Metric Conversion 

Chapter  9: The Mathematics of Purchasing 

JOB-SPECIFIC SKILLS TRAINING 

5 Getting to Know Supply Chain 
Resource Management 

Introduction 

 Summit SCRM Student 
Guide 

Lesson 1:  The Manufacturing Environment 

Lesson 2:  The Supply Chain 

Lesson 3:  Proactive Manufacturing Principles 

6A The Perceptive P&I Clerk 

Introduction 
 Summit SCRM Student 

Guide 

 Basics of Inventory 

Lesson 1:  Your Place in the Chain 

Lesson 2:  The Purchasing Path  

Lesson 3:  The Ins & Outs of Inventory 
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Management 

6B The Resourceful Production 
Clerk 

Introduction 
 Summit SCRM Student 

Guide 
 

Lesson 1:  Your Place in the Chain 

Lesson 2:  The PCC’s Resources  

Lesson 3:  The Scheduling Process 

MID-TERM EXAM   Exam  handout 

6C The Organized Parts Clerk 

Introduction 
 Summit SCRM Student 

Guide 

 Basics of Inventory 
Management 

Lesson 1:  Your Place in the Chain 

Lesson 2:  Parts Priorities 

TRANSFERABLE & JOB-SPECIFIC SKILLS COMBINE 

7 Introduction to Accounting 

Lesson 1:  Accounting Basics; Assets 
 Summit SCRM Student 

Guide 

 Barron’s E-Z Accounting 

 Basics of Inventory 
Management 

 Assignment handouts 

Lesson 2:  Financial Statements 

Lesson 3:  Other Accounting Terms & 
Concepts 

Lesson 4:  SCRM Focus:  Accounting for 
Inventory 

8 MS Office Excel 2010 Level 2 
Lesson 11-29 in textbook/student guide 
 
 

 Summit MS Excel 2010 
Level 2  Student Guide  

 Learning Microsoft Office®  

2010 (DDC) 

9 MS Office Access 2010 Level 1 Lesson 1-7 in textbook/student guide 

 Summit MS Access 2010 
Level 1  Student Guide  

 Learning Microsoft Office®  

2010 (DDC) 

CUMULATIVE ASSIGNMENT  Assignment handouts 

10 Workplace Safety 

Lesson 1:  Workplace Hazards 

 Summit SCRM Student 
Guide 

Lesson 2:  Assessing Hazards 

Lesson 3:  Controlling Hazards 

Lesson 4:  Laws & Regulations 

Lesson 5:  Three Basic Rights 

Lesson 6:  The Law Requires… 

Lesson 7:  You Can Expect… 

Lesson 8:  WHMIS 

Lesson 9:  Reporting Injuries or Illness 

11  Job Search Training  

Lesson 1:  Constructing  Resumes 
 Summit Job Search 

Training Student Guide 
Lesson 2:  Constructing  Cover Letters 

Lesson 3:  Mastering the Interview 
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Grading Schedule:  Unit by Unit 
 

Overall Passing Grade:  70% 
 
NOTE: Students must achieve a minimum of 70% in each unit to pass the SCRM 

program.  However, if students experience difficulty in any given area and test lower than 

70%, they can complete another assignment or test, or rewrite an assignment or test in 

order to gain 70% before continuing on to the next study component.  
 
Participation marks are based on the unit as a whole, and a standard participation rubric 

has been created to make things equal across the board (see page 9 in this guide for 

Student Participation rubric). 
 

Unit Title Method Of Evaluation 

1 Student Success 
Text Assignments (7)  70% 

Participation 30% 

2 Customer Service 
Text / Video Assignments (5) 70% 
Unit Test (1) 30% 

3 Business Communications 
Text Assignments (24) 70% 

Unit Test (1) 30% 

4 Workplace Math 

Text Exercises (22) 60% 
Unit Test (1) 20% 

Participation 20% 

5 
Getting to Know Resource 
Management 

Student Guide Questions / Exercises (5) 80% 
Participation 20% 

6A The Perceptive P&I Clerk 

Student Guide Questions / Exercises 
(15) 

80% 

Participation 20% 

6B The Resourceful Production Clerk 

Student Guide Questions / Exercises 
(6) 

80% 

Participation 20% 
MID-TERM EXAM (1) 20% OF OVERALL GRADE 

6C The Organized Parts Clerk 
Student Guide Questions / Exercises (6) 80% 
Participation 20% 

7 Introduction to Accounting 
Exercises / Quiz (24) 70% 
Unit Test (1) 30% 

8 MS Excel 2010 Level 2 

Lesson Completion (19) 50% 

Quizzes (2) 10% 

Projects (2) 20% 

Unit Test (1) 10% 
Participation 10% 

9 MS Access 2010 Level 1 
Lesson Completion (7) 20% 

Projects (1) 50% 
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Unit Test (1) 20% 

Participation 10% 
CUMULATIVE ASSIGNMENT (1) 30% OF OVERALL GRADE 

10 Workplace Safety 
Participation 50% 
Unit Test (1) 50% 

11 Job Search Training 
Assignments (6) 80% 
Participation 20% 

 

 

*At the end of the course, you will combine your transferable and job-specific 

knowledge and skills to complete a cumulative assignment.  Your instructor will 

provide you with the materials you will need to complete this assignment. 

 

**PLEASE REVIEW ALL CONTENT FROM YOUR STUDENT GUIDE & 

RELATED TEXTS IN ORDER TO PREPARE FOR THE ASSIGNMENT** 

 

 

 

 

 

 

Overall Grading Schedule 
 

 

Program Component Value 

Unit Assignments, Exercises, and Quizzes 25% 

Participation 10% 

Unit Tests 15% 

Mid-Term Exam 20% 

Cumulative Assignment 30% 
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Student Participation Rubric 
 
 

Level 

Criteria 

 
1 

 
2 

 
3 

 
4 

 

 
Attendance/ 
Punctuality 

Student is rarely 
punctual and has 
poor attendance 

Student has 
difficulty with 
punctuality and 
misses class often 

Student is typically 
punctual and 
regularly attends 
class 

Student is always 
punctual and 
regularly attends 
class 

 

Engagement 
Student is almost 
never on task, and 
has very little focus 

Student is often not 
on task and has 
inconsistent focus 

Student is 
regularly on task 
and is generally 
focused 

Student is 
consistently on task 
and is very focused 

 

Effort 

Student makes 
very little effort 
and rarely 
finishes exercises 

Student makes an 
inconsistent effort 
and partially 
completes 
exercises 

Student makes a 
consistent effort 
and is thorough in 
exercise 
completion 

Student works to 
the best of their 
abilities and 
creates a high 
quality final 
product 

 

Attitude 

 
Student is often 
disrespectful to 
peers and teachers 

Student shows 
inconsistent 
respect for peers 
and teachers 

Student shows 
respect for peers 
and teachers 
most of the time 

Student 
consistently 
shows respect 
for peers and 
teachers 

 

 
Homework 
Completion 

Student is almost 
never prepared for 
class with 
assignments and 
required class 
materials 

Student is rarely 
prepared for class 
with assignments 
and required class 
materials 

Student is usually 
prepared for class 
with assignments 
and required class 
materials 

Student is always 
prepared for class 
with assignments 
and required class 
materials 

 

 
 

Total  /20 
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What Do I Need to Do? 

 

Now that you’ve got an idea of how the program is laid out, here are some tips that may 

help you decide on a “plan of attack” – how you will approach the program so that you 

make the most of it for you personally. 

 
 
NEVER LOSE SIGHT OF YOUR GOALS  
 

Together, you and your instructor will come up with monthly goals that you would like to 

reach over the course of your program.  Work through the program with these goals in 

the front of your mind.  For example:  you might set a goal of conducting an online job 

search in Unit 6; this means you would be thinking about SCRM employment 

opportunities a while before you reach the actual unit on Job Search Training.  After all, 

your ultimate goal is to get a job, so it helps to be in this mindset early on. 

 
 
LOOK AT THE BIG PICTURE 
 

So . . . once you reach a goal do the results only matter during the short term?  Once you 

get to the end of one unit, lesson, etc., are you finished with that information once and for 

all?  No – not at all!  In other words, it helps to see the program as a whole, rather than 

as made up of separate pieces.  Everything you’ve learned will continue to have an 

impact on something else you’re learning, and these connections will make the learning 

process more interesting and meaningful.   
 
 
For example:  one of your goals in the Purchasing & Inventory unit (Unit 6) might be to write 
a letter to a company requesting more information on the prices of various office supplies (as 
part of a Purchasing exercise).  In this case, you would use your knowledge of the Business 
Communications unit (Unit 3) and purchasing-specific information from Unit 6 to work toward 
the goal. 
 
 
You will be able to say:  Ah-ha! I see how that lesson relates to this one.  Yes--this 

program has a lot to it, but all the parts will come together in the end.  And then, of 

course, there is the even bigger picture – your future.  Remember . . . everything you take 

away from this program can come in handy, whether you are interacting with others on 

the job or in your personal life. 

 
 
THINK ‘OUTSIDE THE BOX’ 
 

It is also important to remember that, while this program has a manufacturing focus, all 

of the skills you learn—even the more ‘technical’ ones—can be applied in many other 

working environments.  For instance, knowledge of purchasing, inventory, and 

warehousing is just as valuable to a company that sells products as it is to one that makes 
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them; scheduling strategies are useful when taking on any kind of time-sensitive project.  

This is the kind of thinking that will open doors! 

 

SEE THE VALUE OF ASSIGNMENTS 
 
Assignments give you the chance to prove what you’ve learned, to your instructor and to 

yourself.  In the process of completing the Application & Reflection exercises in the 

core units (6A, 6B, 6C) for example, you may find a new way to look at the material—or 

at yourself—that you weren’t aware of before completing them.  You’ll find that many of 

the assignments allow you the opportunity to expand your responses to the material to 

include more than just what you read on the page.  Again, your unique perspective will 

come into play here, and make completing assignments more interesting. 
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What Have I Got to Work With? 

 

Now that you know your plan of attack, here are the materials you’ll receive from your 

instructor to help put that plan into action. 

 
 
The following resources are yours to keep: 
 
1. Summit Student Guide – SCRM Program* 

SLC Inc., © 2008 rev.2017 

2. Exceptional Customer Service,2
nd

 edition 

Ford/McNair/Perry 

3. Communicating for Results, 2
nd

 edition 

Carolyn Meyer 

4. E-Z Business Math 

Barron’s 

5. E-Z Accounting 

Barron’s 

6. Basics of Inventory Management 

J. David Viale 

7. Summit Job Search Training Student Guide 

 
*Includes this general introductory section that you’re reading right now, as well as guides and 

content for individual program units 1-11.  PLEASE NOTE:  Most of the job-specific content 

(Units 5 – 6C) comes directly from your SCRM Student Guide; selected readings from Basics of 

Inventory Management will supplement information from the Student Guide. 
 
 

 

The following resources are school copies (for your reference in class only): 

 

1. Keys to Success: How to Achieve Your Goals, Sixth Canadian Edition  

C.Carter, S. Kravitz, P.J. Maurin 

 
2. Videos  
 

1. Exceptional Customer Service video series    

2. A+ in the Workplace       

3. Last Call        
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Introduction 

 

 

What’s in it for you? 
 

In this unit you will:  

 Learn to make the most of opportunities to enhance your study skills. 

 Discover how you learn best 

 How to set and achieve attainable goals 

 Learn to understand the importance of self-reflection and the value of 

lifelong learning.  

 

Within the textbook as well as the accompanying CD-ROM (which includes an e-text to 

use from home) there are  interactive activities, questionnaires and assignments, you will 

identify how to strengthen your listening, reading, and study habits, and develop 

successful thinking strategies for your personal and professional lives. 
 
 
 
Unit Length:  10 Hours In Class + Assigned Homework  

 
Grading:  Text Assignments   70% 

     Participation           30% 
 

 

 

Your Resources  
 

1. SCRM Summit Student Guide (what you’re reading right now) 

2. Keys to Success: How to Achieve Your Goals, Sixth Canadian Edition. 

C.Carter, S. Kravitz, P.J. Maurin ©2013. Pearson Publishing 

 

Each lesson in this unit corresponds with chapters in the text, and includes a brief 

activity. 

 

*Additional (and helpful) materials are available in the 

MyStudentSuccessLab  CD (in the back of the textbook) The CD 

includes an e-text you may load on to your computer and read from 

home as well as activities, videos, exercises, additional resources to use 

during and after you have completed your program  * 

 
 Whether you think you CAN or you CAN’T, you are RIGHT!  

Always give 100%  
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Study Sequence- Keys to Success 
 

Chapter Readings Exercises 

(included) 

Weight Completed? 
 

Ch. 1 Growing 

towards success 

P. 2-29 “Steps to Success” 

 

Personal Portfolio “Prepare for 

Career Success” 

10% 
 
 

10% 

 

 

Ch.2 Values, 

Goals and 

Time 

P.30-57 “Get Analytical: Explore your 

values” 10% 

 

Ch.6 Listening 

and Note 

Taking 

P. 154-

179 

“ Status Check: How developed are 

your listening and note taking skills” 10% 

 

Ch. 7 Memory 

and Studying 

P. 180-

213 

“Status Check: How developed are 

your memory and study skills” 10% 
 

Ch. 8 Test 

Taking 

P. 214-

251 

“Status Check: How prepared are 

you for test taking” 

 

“Get Practical: Assess your test 

anxiety” 

10% 
 
 
 

10% 

 

 

 
*Students are expected to take notes as they read through the information 
in each chapter. Notes will be checked for completion and contribute 
toward students overall/participation mark. 
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Text Assignments Rubric 

 

Level 

Criteria 

 
1 

 
2 

 
3 

 
4 

 

Self-motivated 
and self-aware; 
positive thinking 

Unable to apply 
information to 
personal growth; 
never 
positive/proactive 

Can identify and 
demonstrate ways 
to apply information 
with frequent 
coaching; rarely 
positive/proactive 

Can identify and 
demonstrate ways 
to apply information 
with minimal 
assistance; often 
positive/proactive 

Fully cognizant of 
self-motivation and 
self-awareness, and 
able to articulate it; 
consistently 
positive/proactive 

 

Goal-Setting &  
Time Management 

Unable to 
understand and 
apply goal setting 
and time mgm’t 
strategies –  

requires constant 
coaching 

Can identify and 
apply goal setting 
and time mgm’t 
strategies, but 
needs frequent 
coaching 

Identifies and 
applies goal setting 
and time mgm’t 
strategies with 
minimal coaching 

Competent uses 
goal setting and 
time mgm’t 
strategies, and able 
to articulate the 
processes 

 

Listening, Note 
Taking, Memory 

Unable to 
understand and 
apply listening, 
note-taking and 
memory strategies; 
requires constant 
coaching 

Can identify and 
apply listening, 
note-taking and 
memory strategies, 
but needs frequent 
coaching 

Identifies and 
applies listening, 
note-taking and 
memory strategies 
with minimal 
coaching 

Competently uses 
listening, note-
taking and memory 
strategies, and able 
to articulate the 
process 

 

Successful 
Reading & 
Studying 
 

Unable to 
understand and 
apply reading and 
studying 
techniques; 
requires constant 
coaching 

Can identify and 
apply reading and 
studying 
techniques, but 
needs frequent 
coaching 

Identifies and 
applies reading and 
studying techniques 
with minimal 
coaching 

Competently uses 
reading and 
studying 
techniques, and 
able to articulate 
the process 

 

Self-motivated 
and self-aware; 
positive thinking 

Unable to 
understand and 
apply reading and 
studying 
techniques; 
requires constant 
coaching 

Can identify and 
apply reading and 
studying 
techniques, but 
needs frequent 
coaching 

Identifies and 
applies reading and 
studying techniques 
with minimal 
coaching 

Competently uses 
reading and 
studying 
techniques, and 
able to articulate 
the process 

 

 
 

 

Total  ______ /20 
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Chapter 1: Growing towards success 

Building Skills for Post-Secondary, Career, and Life 
Success 
 

Steps to Success 
 

Read pages 2-29 in Keys to Success and complete the following exercises below. 

 

Activate Yourself 
 

Robert Sternberg found that people who reach their goals successfully, despite 

differences in thinking and personal goals, have 20 particular characteristics in common 

that motivate them to grow. Each of the “I” statements in the following list identifies one 

of the characteristics. 

 

STEP 1: BUILD BASIC SKILLS. Use this self-assessment to think about how well you 

can get and stay motivated right now. 
 

 1 

Not at All 

Like Me 

 

2 

Somewhat 

Unlike Me 

3 

Not Sure 

4 

Somewhat 

Like Me 

5 

Definitely 

Like Me 

1. I motivate myself well. 1 2 3 4 5 
2. I can control my 

impulses. 
1 2 3 4 5 

3. I know when to 
persevere and when to 
change gears. 

1 2 3 4 5 

4. I make the most of 
what I do. 

1 2 3 4 5 

5. I can successfully 
translate my ideas into 
actions. 

1 2 3 4 5 

6. I can focus effectively 
on my goal. 

1 2 3 4 5 

7. I complete tasks and 
have good follow-
through. 

1 2 3 4 5 

8. I initiate action- I move 
people and projects 
ahead. 

1 2 3 4 5 

9. I have the courage to 1 2 3 4 5 
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risk failure. 
10. I avoid 

procrastination. 
1 2 3 4 5 

11. I accept responsibility 
when I make a 
mistake. 

1 2 3 4 5 

12. I don’t waste time 
feeling sorry for 
myself. 

1 2 3 4 5 

13. I independently take 
responsibility for my 
tasks. 

1 2 3 4 5 

14. I work hard to 
overcome personal 
difficulties. 

1 2 3 4 5 

15. I create an 
environment that 
helps me concentrate 
on my goals. 

1 2 3 4 5 

16. I don’t take on too 
much work or too 
little. 

1 2 3 4 5 

17. I can delay 
gratification to receive 
the benefits. 

1 2 3 4 5 

18. I can see both the big 
picture and the details 
in a situation. 

1 2 3 4 5 

19. I am able to maintain 
confidence in myself. 

1 2 3 4 5 

20. I can balance 
analytical, creative, 
and practical thinking 
skills. 

1 2 3 4 5 

 

 

STEP 2: TAKE IT TO THE NEXT LEVEL. Choose five statements that focus on areas 

you most want to develop throughout the term. Circle of highlight them on the self-

assessment. Then pretend to be an instructor recommending you for a scholarship or a 

job. Write a short email about how strong you are in those five areas. Save the email as a 

reminder of what you would like such a person to say about you.  

 

STEP 3: MOVE FORWARD MASTERY. Select one of the five statements chosen in 

the previous section and take action in the following ways. 
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1. Find the section in the book that will help you develop this ability. If you 

wish to procrastinate less, for example, locate the time-management 

information in Chapter 2. 

2. Skim the book section and find one concept or strategy that catches your 

attention. Copy the concept or strategy onto a piece of paper or electronic 

file. Then, briefly describe how you plan to use it.  

3. Take action in the next week based on your plan. You are on the road to 

growth.  

 
 

Personal Portfolio 
 

Prepare for Career Success 
 
ACCESS YOUR SUCCESSFUL INTELLIGENCE 
 

By the end of the term, you will have compiled a portfolio of documents that can help 

you achieve career exploration and planning goals. 

 

Type your work and save the documents electronically in one file folder. Use loose paper 

for assignments that ask you to draw or make collages, and make copies of assignments 

that ask you to write in the book. For safekeeping, scan and save loose or book pages to 

include in your portfolio file. 

 
21st Century Learning Building Blocks 

 

 Initiative and Self-Direction 

 Critical Thinking and Problem Solving 

 

As you bring this course, use this exercise to get a big-picture look at how you perceive 

yourself as an analytical, creative, and practical thinker. For the statements in each of the 

three self-assessments, circle the number that best describes how it applies to you. 
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ASSESS YOUR ANALYTICAL THINKING SKILLS 
 

For each statement, circle the number that feels right to you, from 1 “not at all true for 

me” to 5 for “very true for me.” 

 
1. I recognize and define problems effectively.         1    2    3    4    5  

2. I see myself as “a thinker,” “analytical,” “studious.” 

 

        1    2    3    4    5 

3. When working on a problem in a group setting, I 
like to break down the problem into its components 
and evaluate them. 
 

        1    2    3    4    5 

4. I need to see convincing evidence before accepting 
information as fact. 
 

        1    2    3    4    5 

5. I weigh the pros and cons of plans and ideas 
before taking action. 
 

        1    2    3    4    5 

6. I tend to make connections among bits of 
information by categorizing them. 
 

        1    2    3    4    5 

7. Impulsive, spontaneous decision making worries 

me. 

        1    2    3    4    5 

8. I like to analyze causes and effects when making a 

decision. 

 

        1    2    3    4    5 

9. I monitor my progress toward goals.         1    2    3    4    5 

 
10. Once I reach a goal, I evaluate the process to see 

how effective it was. 

        

        1    2    3    4    5 

 

                                         Total your answers here: 
 

 

____________________ 
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ACCESS YOUR CREATIVE THINKING SKILLS 

 

For each statement, circle the number that feels right to you, from 1 for “not at all true for 

me” to 5 for “very true for me.” 

 
1. I tend to question rules and regulations. 

 
 1    2    3    4    5 

2. I see myself as “unique,” “full of ideas,” “innovative.” 
 

 1    2    3    4    5 

3. When working on a problem in a group setting, I 
generate a lot of ideas. 
 

                            1    2    3    4    5 

4. I am energized when I have a brand-new experience. 
 

                            1    2    3    4    5 

5. If you say something is too risky, I’m ready to give it 
a shot. 
 

                            1    2    3    4    5 

6. I often wonder if there is a different way to do or see 
something. 
 

                            1    2    3    4    5 

7. Too much routine in my work or schedule drains my 
energy. 
 

                            1    2    3    4    5 

8. I tend to see connections among ideas that others do 
not. 
 

                            1    2    3    4    5 

9. I feel comfortable allowing myself to make mistakes 
as I test out ideas. 
 

  1    2    3    4    5 

10. I’m willing to champion an idea even when others 
disagree with me. 

 1    2    3    4    5 

 

                                         Total your answers here: 

 
   _____________________________ 
  

 
 
 
 
 



Supply Chain Resource Management Program  STUDENT GUIDE 
(SCRM)  Unit1: Student Success 

 

 

Summit College, Academic and Career Studies © 2004 (rev. 2017) Page 25 

ASSESS YOUR PRACTICAL THINKING SKILLS 

 

For each statement, circle the number that feels right to you, from 1 for “not at all true for 

me” to 5 for “very true for me.” 

 
1. I can find a way around any obstacle. 

 
                                1    2    3    4    

5 
2. I see myself as a “doer,” the “go-to” person; I 

“make things happen.” 
 

                                1    2    3    4    
5 

3. When working on a problem in a group setting, 
I like to figure out who will do what and when it 
should be done. 
 

                                1    2    3    4    
5  

4. I apply what I learn from experience to 
improve my response to similar situations. 
 

                                1    2    3    4    
5 

5. I finish what I start and don’t leave loose ends 
hanging. 
 

                               1    2    3    4    5 

6. I note my emotions about academic and social 
situations and use what they tell me to move 
toward a goal. 
 

                                  1    2    3    4    
5 

7. I can sense how people feel and can use that 
knowledge to interact with others effectively. 
 

                                  1    2    3    4    
5 

8. I manage my time effectively. 
 

                               1    2    3    4    5 

9. I adjust to the teaching styles of my instructors 
and the communication styles of my peers. 
 

                                  1    2    3    4    
5 

10. When involved in a problem-solving process, I 
can shift gears as needed. 

                                  1    2    3    4    
5 

 

                                   Total your answers here: 
 
          
__________________________ 
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With your scores in hand, use the Wheel of Successful Intelligence to look at all the skills 

at once. In each of the three areas of the wheel, draw a curved line approximately at the 

level of your number score and fill in the wedge below that line. Look at what the wheel 

shows about the level of balance you perceive in your three aspects of successful 

intelligence. If it were a real wheel, would it roll? 
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Based on the appearance of the wheel, in which skill do you most need to build strength? 

Keep this goal in mind as you proceed through the book. In each chapter, pay special 

attention to the exercise that builds this thinking skill. 
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Chapter 2: Values, Goals and Time 

 
Get Analytical 
 

Read pages 30-57 in Keys to Success and complete the exercise below. 

 

Explore Your Values 
 

Rate each of the listed values on a scale from 1-5, 1 being least important to you and 5 

being most important

_____ Knowing yourself 

_____ Self-improvement 

_____ Improving physical/mental health 

_____ Leadership and teamwork skills 

_____ Pursuing an education 

_____ Good relationships with family 

_____ Helping others 

_____ Being organized 

_____ Being liked by others 

_____ Taking risks 

_____ Time for fun/relaxation 

_____ Staying fit through exercise 

_____ Spiritual/religious life 

_____ Community involvement 

_____ Keeping up with the news 

_____ Financial stability 

_____ Reading 

_____ Time to yourself 

_____ Lifelong learning 

_____ Competing and winning 

_____ Making a lot of money 

_____ Creative/artistic pursuits 

_____ Getting a good job 

_____ Other 

 

 

List your top three values: 

 

1. _____________________________________________________________________ 

2. _____________________________________________________________________ 

3. _____________________________________________________________________ 

 

 

Now connect your values to educational goals. Choose one top value that is a factor in an 

educational choice you have made. Explain the choice and how the value is involved.  

Example: A student who values helping others chooses to study nursing. 
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Chapter 6: Listening and Note Taking 

Status Check 
 

Read pages 154-179 in Keys to Success and complete the exercise below. 

 

How developed are you listening and note-taking skills? 
 

For each statement, circle the number that feels right to you, from 1 for “not at all true for me” to 

5 for “very true for me.” 
 

 I know and understand the states of listening. 
 

1    2    3    4    5 

 I arrive early for class prepared to absorb information by 
having read the required text ahead of time. 
 

1    2    3    4    5 

 I ask questions during lectures and listen for verbal clues to 
understand important information. 
 

1    2    3    4    5 

 I understand the differences between internal and external 
distractions and work to control my learning environment 
wherever possible.  
 

1    2    3    4    5 

 I use different note-taking systems depending on my 
instructor’s teaching styles and the material being taught. 
 

1    2    3    4    5 

 I know how to use visuals in my notes to clarify tough 
concepts discussed in class. 
 

1    2    3    4    5 

 I believe that good preparation is a necessary first step 
toward taking comprehensive notes. 
 

1    2    3    4    5 

 I use strategies to make sense of and record large class 
discussions. 

 

1    2    3    4    5 

 I review notes within 24 hours of taking them. 
 

1    2    3    4    5 

 I use shorthand to take notes faster. 
 

1    2    3    4    5 

 
Each of the topics in these statements in covered in this chapter. Note those statements for which 

you circled a 3 or lower. Skim the chapter to see where those topics appear, and pay special 

attention to them as you read, learn, and apply new strategies. 

REMEMBER:  No matter how developed your listening and note-taking skills are, you can 

improve with effort and practice. 
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Chapter 7: Memory and Studying 

Status Check 
 

Read pages 180-213 in Keys to Success and complete the exercise below. 

 

How developed are your memory and studying skills? 
 

For each statement, circle the number that feels right to you, from 1 for ‘not at all true for me” to 

5 for “very true for me.” 

 
 I know that not everything that I hear and read will 

necessarily stay in my memory for long- or at all. 

 

1    2    3    4    5 

 When I am studying, I try to choose what is most 
important to remember. 
 

1    2    3    4    5 

 Through trial and error, I have figured out study locations 
and times that work best for me. 
 

1    2    3    4    5 

 After a test or presentation is over, I retain much of what 
I had to know. 
 

1    2    3    4    5 

 I write, rewrite, and summarize information to remember 
it. 
 

1    2    3    4    5 

 I use flash cards and other active memory strategies to 
remember what I study. 
 

1    2    3    4    5 

 I create mnemonic devices with images and associations 
as memory hooks. 
 

1    2    3    4    5 

 I try to review material in several sessions over time 
rather than cram the night before a test. 
 

1    2    3    4    5 

 If I find myself looking up something over and over 
again, I make an effort to memorize it. 
 

1    2    3    4    5 

 I know how to study class and text notes effectively to 
prepare for tests. 

1    2    3    4    5 

 

Each of the topics in these statements is covered in this chapter. Note those statements for which 

you circled a 3 or lower. Skim the chapter to see where those topics appear, and pay special 

attention to them as you read, learn, and apply new strategies. 

 

REMEMBER: No matter how developed your memory and studying skills are, you can 

improve with effort and practice. 
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Chapter 8: Test Taking 

Status Check 
 

Read pages 214-251 in Keys to Success and complete the exercises below. 

 

How prepared are you for taking a test? 
 
For each statement, circle the number that feels right to you, from 1 for “not at all true for me” to 

5 for “very true for me.” 

 

 I use strategies to help me predict what will be on tests. 
 

1    2    3    4    5 

 I actively prepare and review before taking exams 
 

1    2    3    4    5 

 I do anything to avoid cramming. 
 

1    2    3    4    5 

 When I recognize signs of test anxiety, I use relaxation 
methods to calm down. 
 

1    2    3    4    5 

 I read test directions before beginning. 
 

1    2    3    4    5 

 I use certain strategies to answer questions I’m unsure of. 
 

1    2    3    4    5 

 I don’t think cheating is worth the price. 
 

1    2    3    4    5 

 I know the difference between objective and subjective 
questions and how to answer each. 
 

1    2    3    4    5 

 I look for action verbs when answering essay questions. 
 

1    2    3    4    5 

 I learn from my testing mistakes and actively grow from 
them. 

1    2    3    4    5 

 
Each of the topics on these statements is covered in this chapter. Note those statements for which 

you circled a 3 or lower. Skim the chapter to see where those topics appear, and pay special 

attention to them as you read, learn, and apply new strategies. 

 

REMEMBER: No matter how prepared you are for taking tests, you can improve with effort 

and practice. 
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Get Practical! 
 

Assess Test Anxiety with the Westside Test Anxiety Scale 
 

The first step towards becoming a fearless test taker is understanding your personal level of test 

anxiety. Answer the questions below as honest as possible. 
 

Rate how true each of the following is of you, from “always true” to “never true.” Use the 

following 5-point scale. Circle your answers. 

 
5= always true; 4= usually true; 3= sometimes true; 2= seldom true; 1= never true 
 

 The closer I am to a major exam, the harder it is for me to 
concentrate on the material. 
 

1    2    3    4    5 

 When I study for my exams, I worry that I will not 
remember the material on the exam. 
 

1    2    3    4    5 

 During important exams, I think that I am doing awful or 
that I may fail. 
 

1    2    3    4    5 

 I lose focus on important exams, and I cannot remember 
material that I knew before the exam. 
 

1    2    3    4    5 

 I remember answers to exam questions only after the 
exam is already over. 
 

1    2    3    4    5 

 I worry so much before a major exam that I am too worn 
out to do my best on the exam. 
 

1    2    3    4    5 

 I feel out of sorts or not really myself when I take important 
exams. 
 

1    2    3    4    5 

 I find that my mind somethings wanders when I am taking 
important exams. 
 

1    2    3    4    5 

 After an exam, I worry about whether I did well enough. 
 

1    2    3    4    5 

 I struggle with written assignments, or avoid doing them, 
because I want them to be perfect. 

1    2    3    4    5 

 
    Sum of the 10 questions:___________________________ 
 
 
Now divide the sum by 10. Write it here. ____________ This is your test anxiety score. 
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Compare your score against the following scale. How does your level of test anxiety rate? In 

general, students that score a 3.0 or higher on the scale tend to have more test anxiety than 

normal and may benefit from seeking additional assistance. 

 

1.0-1.9 Comfortably low test anxiety 

 

2.0-2.4 Normal or average test anxiety 

 

2.5-2.9 High normal test anxiety 

 

3.0-3.4 Moderately high (some items rated 4 – high) 

 

3.5-3.9 High test anxiety (half or more of the items rated 4 – high) 

 

4.0-5.0 Extremely high anxiety (items rated 4 – high and 5 – extreme) 

 

Reflect on your results. Do they show a high level of test anxiety? A normal level? Based on 

what you’ve learned about yourself, select anxiety-reducing strategies that you will use when 

studying for or taking your next test. Record your plan on a sheet of paper or computer file. 
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Introduction 

 
 

What’s in it for you? 
 

As you learned in the last two units, success-oriented thinking and 

behaviours have many intrapersonal benefits – that is, for you as an 

individual.  In this unit, we consider the ways you can successfully interact 

with others—in this case, customers—using proactive interpersonal skills.  

You will learn how to not only meet customers’ expectations, but to 

exceed them, and to make a name for yourself as an exceptional service 

provider. 
 
 
 

The SCRM Connection  
 
As you will learn in the core units, SCRM personnel interact regularly with both internal 

and external customers, from the initial purchase of raw materials, all the way through to 

product distribution.  A customer is anyone to whom you are providing a product or 

service – from a supply chain colleague requesting pricing information, to a person 

shopping for a replacement part.  No matter who they are, every customer deserves the 

same standard of service – the best.  You will return to this unit occasionally to review 

relevant topics. 
 

 
 
Unit Length:  15 Hours In Class + Assigned Homework 

 

Grading:  Text / Video Assignments  70% 

         Unit Test                            30% 
 

 

 

Your Resources 
 

1. SCRM Summit Student Guide (what you’re reading right now) 

2. Exceptional Customer Service:  Going Beyond Your Good Service to Exceed 

Customer’s Expectations by Lisa Ford, et al. 
  

3. Video Series – Exceptional Customer Service (Videos 1, 2, 3, 4 ,6) 
 

4. Video – A+ In the Workplace 
 

5. Video – Last Call 
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These interactive videos will help you to really see customer service principles in 

action – what works, and what doesn’t.   And, the combination of video- and text-

based learning will help make learning more dynamic. 

 

NOTE:  In Lessons 1, 4, and 5, you will also receive handouts emphasizing key 

points. 

 

Each lesson in this unit (to follow) corresponds with chapters in the text and includes the 

following: 

 

1. Learning Objectives for each lesson – What will you learn? 

2. Reading / Viewing Schedule – What will you read / watch? 

3. Text / Video Assignment Schedule – Put your knowledge to work! 

 

 

Study Sequence 
 

Lesson # 
Textbook 
Chapter # 

Videos Topic 

1 1, 2 ECS # 1, 2 Understanding Customer Service 

2 3, 6 ECS # 3 Essential Customer Service Skills 

3 4, 5 
ECS # 6;  
A+ in the Workplace 

Positive Behaviour and Attitude 

4 9, 10 ECS #4 Dealing with Difficult Customers 

5 7, 8 Last Call Telephone Customer Courtesy 

 1-10 (Review)  Unit Test 
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Lesson 1:  Understanding Customer 
Service 

 

 

  What will you learn? 

 

 By the end of this lesson, you will be able to: 

 

1. Define customer service. 

2. Establish the most important elements of customer service. 

3. Reflect on your own experiences as a customer, good and bad. 

 

 

What will you read / watch? 
 

1. Read and carefully study Chapters 1 & 2 in your textbook. 

2. Assets = Opportunities handout 

3. View videos 1 and 2 in the Exceptional Customer Service series. 

 

 

Put your knowledge to work! 
 

Please complete and submit the following for grading and feedback: 

 

1. In your own words, define customer service. (2 marks) 

 

2. What, in your opinion, is the most important element of customer  

service?  (1 mark) 
 

3. a) Describe a time when you received unsatisfactory customer  

service. (2 marks) 
 

b) List the reasons why you were not satisfied with the service.  

(2 marks) 
 

c) In your opinion, how should the situation have been handled?  

(2 marks) 
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Lesson 1: Assets and Opportunities 
 
 

Whether you plan a lifelong career in a service-oriented occupation, like SCRM, 
or view that job as a stepping stone to something else, the skills involved in 
providing good customer service will be assets in any field you choose. And 
remember:  a “service first” attitude will open doors – it is your key to success 
anywhere, anytime.  
 
Customer service representatives who stand out in their work are: 

 
 

 
 Friendly 

 Quick 

 Efficient 

 Eager to please 

 Knowledgeable 

 Optimistic 

 Diligent 

 Able to understand 
customers’ requests 

 

 
 Attentive 

 Creatively helpful 

 Empathetic 

 Poised 

 Upbeat 

 Honest and fair 

 Solution-oriented 

 
 

Also, these customer service representatives always: 
 
 Listen attentively 

 Maintain a positive attitude 

 Speak clearly 

 Avoid technical terms or fancy words 

 Give customers a feeling of confidence in them, the information they give, 
and the company 

 
 Make every customer feel important 

 Soothe ruffled feathers 
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Lesson 2:  Essential Customer 
Service Skills 

 

 

 

What will you learn? 
 

  By the end of this lesson, you will be able to: 

 

1. Describe and define the factors that form the basis for customer 

expectations. 

2. Define the dimensions of quality customer care. 

3. Reflect on the importance of feeling valued as a customer. 
 
 

What will you read / watch? 
 

1. Read and carefully study Chapters 3 & 6 in your textbook. 

2. View video 3 in the Exceptional Customer Service series. 

 

 

 

Put your knowledge to work! 
 

Please complete and submit the following for grading and feedback: 

 

1. What does the acronym CARE stand for?  Provide two points for each 

letter. (9 marks) 
 

2. According to the book Delivering Quality Service, by Leonard J. 

Berry, what are the six dimensions of quality customer care?  

(5 marks) 
 

3. Describe a time in your life when you felt truly valued as a customer. 

(2 marks) 
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Lesson 3:  Positive Behaviour and 
Attitude 

 

 
    

What will you learn? 
   

  By the end of this lesson, you will be able to: 

 

1. Evaluate the importance of a positive attitude in the workplace. 

2. Reflect on the importance of critical feedback in improving attitude. 

3. Identify things that help support/sustain positive attitudes. 

 
 

What will you read / watch? 
 

1. Read and carefully study Chapters 4 & 5 in your textbook. 

2. View video 6 in the Exceptional Customer Service series. 

3. View video A+ in the Workplace. 

 

 

Put your knowledge to work! 
 
Please complete and submit the following for grading and feedback: 

 

1. a) Attitude is a mental position. How important is a positive attitude  

in the workplace? (2 marks) 

 

b) Do you agree with the following statement?  
 

“Career success depends upon an employee’s attitude.”  
 
Why or why not? (2 marks) 

 

2. In A+ in the Workplace, many of Flo’s problems occurred because she 

was unaware of her behaviour.  How might things have been different 

if she had asked for regular feedback from her supervisor? (2 marks) 

 

3. Define the term anchor and list three examples of attitude anchors. 

(4 marks) 
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Lesson 4:  Dealing with Difficult 
Customers 

 

 
 

What will you learn? 
   

  By the end of this lesson, you will be able to: 

 

1. Establish the main reasons why customers get upset. 
 
2. Explain how to help customers recover from disappointment. 
 
3. Decide how you would respond to verbally abusive customers. 

 
4. Determine your plan of action for those times when you are unable to 

answer all of a customer’s needs. 
 
 

What will you read / watch? 
 

1. Read and carefully study:  
 

 Chapters 9 & 10 in your textbook. 

 Empathy handout 
 

2. View video 4 in the Exceptional Customer Service series. 

 

 

Put your knowledge to work! 
 

Please complete and submit the following for grading and feedback: 

 

1. List and briefly describe four reasons why customers get upset.  

(8 marks) 

 

2. List and briefly describe the six Customer Recovery Skills outlined in 

Chapter 9. (12 marks) 

 

3. What do you do when an angry customer starts cursing at you?  

(2 marks) 

 

4. What should you do if you can’t give the customer everything he or 

she wants? (2 marks) 
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Lesson 4: Empathy 

 

 
Definition: 
 
Empathy (em’pe-thee) n. identification with or vicarious experiencing of the 
feelings, thoughts, or attitudes of another person. 
 

 

When you put yourself in another person’s shoes, you are showing empathy. 
 
To express empathy to customers, you might use the following phrases: 
 

I understand… 
 
I’m sorry… 
 
I can appreciate… 

 
You can convey empathy through more than just words:  try brainstorming some 
ways you can show empathy using your tone of voice and body language. 
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Lesson 5:  Telephone Customer 
Courtesy 

 

 

 

  What will you learn? 
   

  By the end of this lesson, you will be able to: 

 

 Establish standards for customer-centered telephone communication. 

 

 

What will you read / watch? 
 

1. Read and carefully study:  
 

 Chapters 7 & 8 in your textbook.  

 Tips for Successful Outbound Calls handout 
 
2. View the Last Call video. 

 

 

Put your knowledge to work! 

 

Please complete and submit the following for grading and feedback: 

 

1. How many times should the phone ring before you pick it up? Why? 

(2 marks) 

 

2. Why is it important to speak slowly and clearly? (1 mark) 

 

3. What are two critical things to remember before hanging up with the 

customer? (2 marks) 

 

4. What are listening noises? (2 marks) 

 

5. Before transferring a call, what should you tell the callers? (1 mark) 

 

6. What is the most important thing to remember when leaving voicemail 

messages? (2 marks) 

 

7. How can you detect the customer’s needs? (1 mark) 
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Lesson 5: Tips for Successful Outbound Calls 

 

Always: 
 
 Identify yourself, your company, and the reason for your call. 

 Call when you say you will. 

 Have all the information you need at hand before you place your call. 

 Ask if it’s a good time for the customer to speak with you. 

 Tell the customer what to expect next (if appropriate). 
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Introduction 

 
What’s in it for you? 

 
In the previous unit, you learned about constructive ways to relate to and 

communicate with customers.  Now, we will take a more detailed look at 

the purpose, content, and style all forms of business communication—

non-verbal, written, spoken, etc.—while reflecting on their influence on 

their intended audiences and on business/workplace objectives.  

 

You will analyze how information flows through an organization, gain insight into 

communication challenges, both internal and external, and develop proactive strategies to 

address these challenges.  You will practice planning, writing, and critiquing common 

types of results-oriented business messages, with the goal of becoming a more effective 

communicator. 

 
 

The SCRM Connection  
 
In many respects, the supply chain is an information network.  SCRM personnel must be 

able to convey essential messages about resources (What? When? Who? Where? How 

Much?  How Many? etc.) to all links in the chain, from suppliers to customers, using both 

internal and external forms of communication.  You will return to this unit and the text 

regularly to review relevant topics. 
 

 

 
 
Unit Length:  25 Hours In Class + Assigned Homework 

 

Grading:  Text Assignments  70% 

         Unit Test                30% 
 

 
 

Your Resources 
 

1. SCRM Summit Student Guide (what you’re reading right now) 

2. Communicating for Results:  A Canadian Student’s Guide 2nd Edition 

by Carolyn Meyer 
 

3. Online Study Guide available on the companion website at: 

http://www.oupcanada.com/higher_education/companion/comm_studies/9780
195431643.html  

- click on “Student Resources” button 

http://www.oupcanada.com/higher_education/companion/comm_studies/9780195431643.html
http://www.oupcanada.com/higher_education/companion/comm_studies/9780195431643.html
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Each lesson in this unit corresponds with chapters in the text, and includes the following: 

 

1. Learning Objectives for each lesson – What will you learn? 

2. Reading Schedule – What will you read? 

3. Text and Online Assignment Schedule – Put your knowledge to work! 

 

Study Sequence 
 

Lesson Text Chapter Pages Assignments 

1 
1   Getting the Message 

Across 
1-19 

-Writing Improvement Exercises:  1, 4, 5, 6, 7  
(pp. 32-33) 
 
-Online Activities:  1-5 (pp. 34) 

2 
2 Getting Started:  Planning 

& Writing     Business 
Messages 

36-51 
-Writing Improvement Exercises:  1, 4, 5  
(pp. 54-55) 

3 
3 Business Style:  Word 

Choice, Conciseness, and 
Tone 

57-81 

-Workshops and Discussion Forums:  pp. 81-
82 
 
-Writing Improvement Exercises:  9, 11, 12  (pp. 
84-85) 

4 
5 Memorandums, E-mail, and  

Routine Messages 
116-137 

-Workshops and Discussion Forums:  2 (pp. 
137) 
 
-Writing Improvement Exercises:  1, 2 (pp. 138) 

5 
6 Routine and Goodwill 

Messages 
143-177 -Writing Improvement Exercises:  2 (pp. 182)  

6 
7   Delivering Unfavourable 

News 
186-211 

-Writing Improvement Exercises:  1, 2, 4  
(pp. 212-213) 

7* 
9  Communicating for 

Employment 
248-276 

-any of the topics in Workshops and 
Discussion Forums, Writing Improvement 
Exercises or Online Activities will be useful 

 

*Supplemental; can be integrated with Job Search Training (Unit 11) 
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Text Assignments Rubric 

Level 
Criteria 1 2 3 4 

 

Getting the 
Message Across 

Unable to explain, 
discuss, or identify 
various elements 
crucial to 
professional 
business 
communication; 
requires extensive 
one-on-one coaching 

Able to explain, 
discuss, and identify 
some elements of 
professional 
business 
communication, but 
needs direction to fill 
in the gaps 

Able to explain, 
discuss, and identify 
many elements of 
professional 
business 
communication; 
needs minimal 
direction 

Explains, discusses, 
and identifies 
elements of 
professional 
business 
communication 
clearly and 
effectively; works 
independently 

 

Planning & Writing 
Business 
Messages 

Limited ability to 
describe, explain, 
discuss, and define 
the writing process, 
audience, and 
appropriate use of 
media; requires 
extensive one-on-
one coaching 

Some ability to 
describe, explain, 
discuss, and define 
the writing process, 
audience, and 
appropriate use of 
media; requires 
some one-on-one 
coaching 

Ability to describe, 
explain, discuss, and 
define the writing 
process, audience, 
and appropriate use 
of media; requires 
minimal coaching 

Explains, discusses, 
and defines the 
writing process, 
audience, and 
appropriate use of 
media clearly and 
effectively; works 
independently 

 

Business Style 

Unable to explain or 
discuss the 
importance of word 
choice, conciseness 
, and tone or to apply 
these style elements 
correctly; requires 
extensive one-on-
one coaching 

Some ability to 
explain or discuss 
the importance word 
choice, conciseness, 
and tone, and to 
apply these style 
elements correctly; 
requires some one-
on-one coaching 

Ability to explain and 
discuss the 
importance of word 
choice, conciseness, 
and tone, and to 
apply these style 
elements correctly; 
requires minimal 
coaching 

Explains and 
discusses the 
importance of word 
choice, conciseness, 
and tone clearly and 
effectively, and 
applies these style 
elements with 
consistent success; 
works independently. 

 

Memos, E-mail & 
Routine Messages 

Unable to identify 
characteristics of 
memos, e-mail, and 
other routine 
correspondence or 
to format and write 
them correctly; 
requires extensive 
one-on-one coaching 

Some ability to 
identify 
characteristics of 
memos, e-mail, and 
other routine 
correspondence, and 
to format and write 
them correctly; 
requires some one-
on-one coaching 

Ability to identify 
characteristics of 
memos, e-mail, and 
other routine 
correspondence, and 
to format and write 
them correctly; 
requires minimal 
coaching 

Readily identifies 
characteristics of 
memos, e-mail, and 
other routine 
correspondence, and 
formats and writes 
them with consistent 
success; works 
independently 

 

Routine & 
Goodwill 
Messages 

Unable to 
understand the 
importance of a 
direct writing plan for 
routine messages or 
to identify and apply 
attributes of goodwill 
messages; requires 
extensive one-on-
one coaching 

Some ability to 
understand the 
importance of a 
direct writing plan for 
routine messages, 
and to identify and 
apply attributes of 
goodwill messages; 
requires some one-
on-one coaching 

Ability to understand 
the importance of a 
direct writing plan for 
routine messages, 
and to identify and 
apply attributes of 
goodwill messages; 
requires minimal 
coaching 

Clearly understands 
the importance of a 
direct writing plan for 
routine messages, 
and readily identifies 
and applies 
attributes of goodwill 
messages with 
consistent success; 
works independently 

 

Bad News 
Messages 

Unable to 
understand the 
importance of an 
indirect writing plan 
or to apply it to bad 
news messages; 
requires extensive 
one-on-one coaching 

Some ability to 
understand the 
importance of an 
indirect writing plan 
and to apply it to bad 
news messages; 
requires some one-
on-one coaching 

Ability to understand 
the importance of an 
indirect writing plan 
and to apply it to bad 
news messages; 
requires minimal 
coaching 

Clearly understands 
the importance of an 
indirect writing plan, 
and can apply it to 
bad news messages 
with consistent 
success; works 
independently 

 

  

 Total ______ /24 
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Lesson 1: Getting the Message Across 

 
 

What will you learn? 

 
Highlights include… 

 

 The communication process 

 Identifying and overcoming communication barriers 

 The flow of communication within organizations 

 The importance of non-verbal communication 

 Cross-cultural communication 
 

What will you read? 
 

Please read and carefully study:  

 

 Chapter 1 in your textbook (pp. 1 – 19) 
 

 
 

Put your knowledge to work! 
 

Please complete and submit the following exercises and activities from 

your textbook to your instructor for review and grading: 

 

1. Writing Improvement Exercises:  1, 4, 5, 6, 7 (pp. 32-33) 

2. Online Activities:  1 – 5 (pp. 34) 
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Lesson 2:  Planning & Writing 
Business Messages 

 
 

What will you learn? 

 
Highlights include… 

 

 Steps in the writing process 

 Message planning:  to achieve concise, purpose-driven, and audience-

focused communication 

 Prewriting techniques 

 Organization of business documents:  outlines 

 Overcoming writer’s block and writing under pressure 

 Strategies for revising and editing messages 

 Strategies for effective group communication 
 

What will you read? 
 

Please read and carefully study:  

 

 Chapter 2 in your textbook (pp. 36-51) 
 
 

 

Put your knowledge to work! 
 

Please complete and submit the following exercises and activities from 

your textbook to your instructor for review and grading: 

 

 Writing Improvement Exercises:  1, 4, 5 (pp. 54-55) 
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Lesson 3:  Business Style:  Word 
Choice, Conciseness, and Tone 

 

What will you learn? 
 
  Highlights include… 
 

 Getting to the point 

 Conveying clear and direct meaning – no problem words! 

 Creating constructive, inclusive, and  reader-oriented messages 

 Concise messaging strategies 

 Adjusting tone to fit your purpose, workplace situation, and audience 

 Personal vs. impersonal style 
 

 
What will you read? 

 

Please read and carefully study:  

 

 Chapter 3 in your textbook (pp. 57-81) 
 

 
 

Put your knowledge to work! 
 

Please complete and submit the following exercises and activities from 

your textbook to your instructor for review and grading: 

 

1. Workshop & Discussion Forums: (p. 81-82) 

2. Writing Improvement Exercises:  9, 11, 12 (pp. 84-85) 
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Lesson 4:  Memorandums, E-mail, 
and Routine Messages 

 
 

What will you learn? 

 
  Highlights include… 

 
 Characteristics of memos and e-mail 

 Formatting rules and writing plans for memos and e-mail 

 Formatting lists 

 E-mail style and tone 

 Common e-mail problems 

 Processing and managing e-mail 

 Writing memos and e-mails that deliver routine messages 
 
 

What will you read? 
 

Please read and carefully study:  

 

 Chapter 5 in your textbook (pp. 116-137) 
 
 
 

Put your knowledge to work! 
 

Please complete and submit the following exercises and activities from 

your textbook to your instructor for review and grading: 

 

1. Workshops & Discussion Forums:  2 (p. 137) 

2. Writing Improvement Exercises:  1, 2 (p. 138) 
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Lesson 5: Routine and Goodwill 
Messages 

 

 
What will you learn? 
 
Highlights include… 

 
 Direct writing plan for routine business messages 

 Requesting general information and claims adjustments 

 Ordering services and merchandise 

 Responding positively to requests for information, claims adjustments, 

and purchase orders 

 Composing goodwill messages that answer basic human needs 

 Writing follow-up messages 

 Formatting formal letters 
 

 
What will you read? 

 

Please read and carefully study:  

 

 Chapter 6 in your textbook (pp. 143-177) 
 
 

 

Put your knowledge to work! 
 

Please complete and submit the following exercises and activities from 

your textbook to your instructor for review and grading: 

 

 Writing Improvement Exercises:  2 (p. 182) 
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Lesson 6:  Delivering Unfavourable 
News 

 
 

What will you learn? 
 

Highlights include… 

 
 Special demands and characteristics of bad news messages 

 Organizing bad news messages using direct and indirect writing plans 

 Composing messages that communicate various kinds of unfavourable 

news 
 
 

What will you read? 
 

Please read and carefully study:  

 

 Chapter 7 in your textbook (pp. 186-211) 
 
 
 
 

Put your knowledge to work! 
 

Please complete and submit the following exercises and activities from 

your textbook to your instructor for review and grading: 

 

1. Writing Improvement Exercises:  1, 2, 4 (pp. 212-213) 
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Lesson 7:  Communicating For 
Employment 

  
NOTE:  This lesson can be combined with your study of Job Search strategies in 
Unit 11. 
 

What will you learn? 
 

Highlights include… 

 
 Assessing your career objectives, interests, and professional strengths 

 Networking to find out about jobs and employers 

 Composing résumés that  provide overviews of your background and 

capabilities 

 Writing job application letters that sell your skills to prospective 

employers 

 Preparing for and following up on the job interview 

 Writing messages related to job-seeking 
 
 

What will you read? 
 

Please read and carefully study:  

 

 Chapter 9 in your textbook (pp. 248-276) 
 
 
 

Put your knowledge to work! 
 

Please complete and submit the following exercises and activities from 

your textbook to your instructor for review and grading: 

 

 Time permitting:  any of the topics in ‘Workshops and Discussion 

Forums’, ‘Writing Improvement Exercises’ or ‘Online Activities’ 
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Introduction 

 
 

What’s in it for you? 
 

In the last unit, you learned how to strengthen the written and verbal skills 

necessary for effective workplace communication.  We can look at 

mathematics as one more way to communicate important information – in 

this case, through numbers.  This unit will equip you with the essential 

math skills you need to function competently in most business settings, 

including SCRM.   

 

You will complete exercises involving basic operations (multiplication, division, 

fractions, decimals, percentages), as well as more business-oriented math involving 

statistics, measurements, retail and purchasing, and management and finance functions. 

 

 
 

The SCRM Connection  
 
As you will learn in upcoming units, numbers play a significant part in the SCRM 

working environment, from purchase pricing to inventory counting to the financial 

control of inventory as an investment.  In order to perform job-specific calculations 

confidently and accurately, all aspiring SCRM personnel should have a good grasp of 

more general business math operations before entering the workplace.   
 

 

 

   

Unit Length:  30 Hours In Class + Assigned Homework 
 

Grading: Text Exercises/Chapter Review 60% 

 Unit Test 20% 

 Participation 20% 

 

 
Your resources  

 

1. SCRM Summit Student Guide (what you’re reading right now) 

2. E-Z Business Math 
Barron’s 

 



Supply Chain Resource Management Program  STUDENT GUIDE 
(SCRM)  Unit 4:  Workplace Math 

Summit College, Academic and Career Studies  2004 (Rev. 2017) Page 62 

Text Exercises Rubric 

Level 
Criteria 

1 2 3 4 
 

Addition 

Unable to perform 
addition; attempts 
text exercises with 
extensive assistance 

Demonstrates basic 
addition skills; completes 
some text exercises 
adequately; requires 
some assistance 

Demonstrates 
competent addition 
skills; completes text 
exercises as 
assigned; requires 
some assistance 

Demonstrates 
mastery of addition 
skills; only chapter 
review is necessary 

 

Subtraction 

Unable to perform 
subtraction; attempts 
text exercises with 
extensive assistance 

Demonstrates basic 
subtraction skills; 
completes some text 
exercises adequately; 
requires some assistance 

Demonstrates 
competent subtraction 
skills; completes text 
exercises as 
assigned; requires 
some assistance. 

Demonstrates 
mastery of subtraction 
skills; only chapter 
review is necessary 

 

Multiplication 

Unable to perform 
multiplication 
operations; attempts 
text exercises with 
extensive assistance 

Demonstrates basic 
multiplication skills; can 
work independently, but 
requires some assistance 

Demonstrates 
competent 
multiplication skills; 
works well 
independently, but 
requires some 
assistance 

Demonstrates 
mastery of 
multiplication skills; 
works well 
independently. 

 

Division 

Unable to perform 
division operations; 
attempts text 
exercises with 
extensive assistance 

Demonstrates basic 
division skills; can work 
independently, but 
requires some assistance 

Demonstrates 
competent division 
skills; works well 
independently, but 
requires some 
assistance 

Demonstrates 
mastery of division 
skills; works well 
independently 

 

Fractions 

Unable to solve 
fractions; attempts 
text exercises with 
extensive assistance 

Demonstrates basic 
ability to solve fractions; 
can work independently, 
but requires some 
assistance 

Demonstrates 
competence in solving 
fractions; works well 
independently, but 
requires some 
assistance. 

Demonstrates 
mastery of fractions; 
works well 
independently 

 

Percent 

Unable to solve 
percent problems; 
attempts text 
exercises with 
extensive assistance 

Demonstrates basic 
ability to solve percent 
problems; can work 
independently, but 
requires some assistance 

Demonstrates 
competence in solving 
percent problems; 
works well 
independently, but 
requires some 
assistance 

Demonstrates 
mastery of percent 
problems; works well 
independently. 

 

Measure- 
ments and 
Metric 

Unable to convert 
measurements, 
solve mixed-
measurement 
problems, or convert 
metric 
measurements; 
attempts text 
exercises with 
extensive assistance 

Demonstrates basic 
ability to convert 
measurements, solve 
mixed-measurement 
problems, and convert 
metric measurements; 
can work independently, 
but requires some 
assistance 

Demonstrates 
competence in 
converting 
measurements, 
solving mixed-
measurement 
problems, and 
converting metric 
measurements; works 
well independently, 
but requires some 
assistance. 

Demonstrates 
mastery of 
measurements 
conversion, mixed-
measurement 
problems, and metric 
measurement 
conversion; works 
well independently 

 

Mathematics 
of Purchasing  

Unable to define a 
purchase order or 
invoice, or to identify 
their components; 
unable to calculate 
trade discounts or 
price goods; 
attempts text 
exercises with 
extensive assistance 

Some ability to define a 
purchase order and 
invoice, and identify their 
components; some ability 
to calculate trade 
discounts and price 
goods; can work 
independently but 
requires some assistance 

Demonstrates 
competence in 
defining a purchase 
order and invoice, and 
identifying their 
components; able to 
calculate trade 
discounts and price 
goods; works well 
independently, but 
requires some 
assistance 

Demonstrates 
mastery in defining a 
purchase order and 
invoice, and 
identifying their 
components; 
calculates trade 
discounts and prices 
goods with consistent 
success; works well 
independently 

 

 Total             /32 



Supply Chain Resource Management Program  STUDENT GUIDE 
(SCRM)  Unit 4:  Workplace Math 

Summit College, Academic and Career Studies  2004 (Rev. 2017) Page 63 

General Instructions 

 
 
 

1. Refer to the text, E-Z Business Math, to complete this unit. 

 

2. If you are already comfortable with the basic operations covered in Units 1 and 2 of 

Chapter 1 you may only need to complete every other question in these units to 

demonstrate your knowledge (please refer to the “Quick Review” section on the 

following page). 

 

3. Complete the required lessons listed below. 
 
 

 

 



Supply Chain Resource Management Program  STUDENT GUIDE 
(SCRM)  Unit 4:  Workplace Math 

Summit College, Academic and Career Studies  2004 (Rev. 2017) Page 64 

Quick Review Lessons 

 
 
 

NOTE:  Your teacher will talk with you before you begin these units to see how well you 

already understand the topics. Depending on your comfort level, completing every other 

question may be sufficient.  If you need a more thorough review, you will complete all of 

the questions. 
 
 

Outline 
   
 
 

Topic Chapter Unit Page #s 

Addition in Business 1 1 3-12 

Subtraction in Business 1 2 13-23 
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Required Lessons 

 

 

NOTE:  In order to progress in the program, you must complete the following lessons.  

Complete the exercises, and submit them to your teacher for grading and feedback. 
 
 

Outline 
 

 

 

Topic Chapter Unit Page #s 

Multiplication in Business 1 3 24-38 

Division in Business 1 4 38-48 

Fractions in Business 1 5 48-52 

Addition and Subtraction of 
Fractions and Mixed Numbers 

1 6 52-57 

Multiplication and Division of 
Fractions and Mixed Numbers 

1 7 57-62 

Review of Chapter 1 1 8 62-70 

Decimals in Business 2 1 71-74 

Percents in Business 2 2 75-85 

Ratios and Proportions 2 3 86-89 

Review of Chapter 2 2 4 90-91 

Converting Standard Units 4 1 119-121 

Adding and Subtracting Mixed 
Units 

4 2 122-124 

Multiplying and Dividing Mixed 
Units 

4 3 124-128 

The Metric System 4 4 128-131 

Metric – English Conversions 4 5 132-134 

Review of Chapter 4 4 6 134-135 
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Required Lessons Continued 

 
 

Outline 
 

 

 

Topic Chapter Unit Page #s 

Purchasing Goods 9 1 225-229 

Calculating Trade Discounts 9 2 229-234 

Pricing Goods on the Basis of 
Selling Price 

9 3 235-239 

Pricing Goods on the Basis of 
Cost 

9 4 239-243 

Review of Chapter 9 9 5 243-246 

 
 
 

 

 

 

 

 

 

 

Unit Test 

 

 

 

PLEASE NOTE:  The questions in this test correspond to material covered in Chapters 1, 

2, 4, and 9 in E-Z Business Math 

 

Please review the material covered in this unit and, when ready,  ask your teacher for a 

copy of the Unit Test. 

 

SCRM Specific!  
Please review 

Chapter 9 when 
studying Unit 6. 
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Introduction 

 

This unit will introduce you to the concept of Resource Management (RM), as it is 

practiced in manufacturing and/or warehouse settings. 

 

What is it? 
 

Generally speaking, Resource Management refers to the efficient and effective 

deployment of an organization's resources when they are needed.  For our purposes, 

resources include both the materials and personnel used in the manufacturing / 

production process.  These resources combine to successfully move a product or service 

to its ultimate destination—the customer—by way of the supply chain (hence the 

program’s main title, Supply Chain Resource Management, or SCRM).  Not an actual 

chain, the supply chain is a concept manufacturers use to illustrate how a manufacturing 

system is organized.  We will look at the configuration of the supply chain in more detail 

in Lesson 2. 

 

What does this mean for you? 
 
A career in Resource Management means that, in one way or another, you will be 

responsible for ensuring that your employer makes the most of the resources in their 

supply chain.  Your focus could be on materials, personnel or a combination of both, 

depending on your occupational goal.  For instance, Purchasing & Inventory Clerks 

(NOC 1524) and Parts Clerks (NOC 1522) are concerned primarily with maintaining 

optimal levels of materials for production or distribution, while Production Clerks (NOC 

1523) must consider the human factor as well—how the planning and scheduling of 

manpower drives the progress of production. 

 
Regardless of your role in RM, it is useful to get a general idea of how manufacturing 

companies operate as a whole.  The lessons in this unit will cover company objectives, 

organization, and guiding principles.  This information will help set the stage for a more 

detailed look at exactly how you will fit into the supply chain, based on your career path. 
 
 
PLEASE NOTE 
 
Concepts introduced in this unit will be referred to regularly throughout Unit 6A, 6B, 6C  

- the core of the Supply Chain Resource Management (SCRM) program. 

 

 
GLOSSARIES 
 
Glossaries often appear at the end of lessons in this unit and in subsequent units to help 

reinforce terms you may hear as RM personnel communicate across the supply chain.
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Unit Length:  20 Hours In Class + Assigned Homework 

 

Grading:  Student Guide Questions / Exercises  80% 

 Participation                                         20% 
 
 
 

Your Resources 
 

1. SCRM Summit Student Guide (what you are reading now) – main content  

 

 
 
Study Sequence 
 

Lesson / Topic Reading from… Exercises (Student Guide) 

1:  The Manufacturing  
 Environment 

Student Guide N/A 

2:  The Supply Chain Student Guide 
 Comprehension Questions (pp. 7-8) 

 Exercise (p. 9) 

3:  Proactive Manufacturing  
Principles 

Student Guide  Comprehension Questions (pp. 21-25) 
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Lesson 1: The Manufacturing 
Environment 

 

 

What Manufacturing Companies Do 
 

Manufacturing companies convert raw materials into products used by consumers.  To 

get the most value for their products, companies must implement production methods that 

make products more efficient and cost-effective. Once these methods exist, people are 

needed to manage the operation.  Managing the operation means planning for and 

controlling the resources used in the process.  These resources include:   

 

 the materials used to build the product  

 the labour, or manpower, involved in production 

 the money (referred to as “capital” in the business world) involved in 

maintaining production   

 

The bottom line:  If the right materials in the right quantities are available at the right 

time, the manufacturing process will produce what it should.  In turn, labour and 

machinery will be working at optimal levels, ultimately strengthening the company’s 

profitability.  A company’s very existence can depend on the success of its resource 

management strategies. 

 

The Major Players 
 

Over the course of the manufacturing process, Resource Management personnel must 

interact, directly or indirectly, with suppliers and customers. 

 

Suppliers 
 

The supplier is an individual or company who provides resources to the 

manufacturer. “Supplier” is often used synonymously with the term vendor. 

 

Customers 
 
Customers are the people for whom the final product (finished goods) is intended.  

As resource management personnel, you must always have the customer’s needs 

in mind, since your main focus is on the materials that will make up those finished 

goods. 

 

Competition between businesses is global and aggressive.  Today’s RM 

personnel must help their company to not only meet customers’ 

expectations, but exceed them.  This is the mindset behind the principle 
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of Total Quality Management, discussed later in this unit. 

 
Manufacturing Strategies 
 
Customer requirements determine which production strategy a manufacturer will use.  

Each strategy has implications for lead time1, product cost, and product quality – all 

priorities for Resource Management personnel. 

 

The four most common manufacturing strategies are: 

 

1. Engineer-to-order:  products manufactured based on customer’s unique engineering 

designs – the most expensive to produce. 

 

2. Build-to-order:  products manufactured after the customer’s order is received.  The 

final product is usually made from standard items, but may include custom-designed 

components. 

 

3. Assemble-to-order:  products manufactured from standard components and 

assembled according to a customer order. 

 

4. Build-to-stock:  products manufactured and sold with little direct input from 

customers – such items are “off-the-shelf” products, with an emphasis on instant 

availability. 

 

Glossary for Lesson 1 
 

1
Lead time = the period between a customer's order and delivery of the final product. A small 

order of a pre-existing item may only have a few hours lead time, but a larger order of custom-
made parts may have a lead time of weeks, months or even longer. It all depends on a 
number of factors, from the time it takes to create the machinery to the speed of the delivery 
system. Lead time may change according to seasons or holidays or overall demand for the 
product. 
 
A real world example…ordering a pizza: 
 
When you as the hungry customer decide on a preferred local pizza restaurant, you may have 
already considered such factors as speed and consistency. The selected restaurant must first 
receive your custom order, based on their pre-stocked ingredients. Once you've placed your 
order, the restaurant may tell you to expect the finished pizza in 45 minutes to an hour. This 
would be considered lead time. The restaurant bases this time on several factors: the time it 
takes to prepare the pizza, the cooking time, the availability of delivery drivers and the 
distance to your home. 
 
As the potential customer, you could still change your mind and place an order with a different 
restaurant known for its speedy delivery times. The same style of pizza may arrive in 30 
minutes. It's an identical product, but the lead time is different. This other restaurant may use 
pre-packaged pizzas or hire more delivery drivers. There may be some limitations on delivery 
areas, however, or the pizza may not be cooked well. Sometimes a shorter lead time is no 
guarantee of overall quality. Lead times may also change according to the day of the week -- 
demand may be higher on weekend nights, for example, creating a longer lead time. 

-- 
Source:  Pollick, Michael.  “What is Lead Time?”  http://www.wisegeek.com/what-is-lead-time.htm 

http://www.wisegeek.com/what-is-lead-time.htm
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Lesson 2:  The Supply Chain 

 

 

Now that you have a general idea of the ‘what’ and the ‘who’ of your future working 

environment, it is time to take a look at how a company’s resources are organized.   

 

A system known as the supply chain is the vital link between physical resources and 

the processes that produce them.  A well-running supply chain ensures that materials 

flow smoothly from the beginning to the end of the production process. There are three 

main types of physical resources that move across the supply chain: 

 

1. Raw materials – purchased items that have not entered the production process, but 

will be used in the production of the finished product, e.g. nuts, bolts, flour, sugar 

 

2. Work-in-process – materials that have entered the production process but are not 

yet completed, e.g. subassemblies 

 
3. Finished goods Distribution inventory – completed products that are rolled 

out to consumers/customers, usually from a physical distribution centre, e.g. 

furniture, bread, cookies 

 

Here is a visual representation of the supply chain concept: 

 

 

 
    

 

 

 

 

 

 

 

 
 
The Power of Information 
 
Another aspect of the supply chain that may not be recognized immediately as an 

essential resource is information.  Crucial messages about the quality of products and 

services are also flowing constantly (manually and electronically) back and forth along 

the chain, guiding the operation of the manufacturing company as a whole.  Information 

may not always be as tangible as physical resources, but it is just as valuable! 

 

Supplier Manufacturer Distribution Centre Customer 

Physical 
Supply 

Planning 
& Control 

Physical 
Distribution 

Raw Material In-process 
Materials 

Finished 
Goods 

INFORMATION 
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A chain is an appropriate way of looking at the relationship between suppliers, 

manufacturers, and customers in today’s business world.  In the past, manufacturing 

companies saw suppliers as business adversaries whose main priority was to maximize 

their own company’s profit.  Now, they are considered partners working together toward 

a common goal:  customer satisfaction.  Each link in the supply chain is connected to the 

others, and all are connected to the customer.  So, it makes sense that they work together 

as a team to ensure high-quality results.  

 

Now, let’s consider the activities involved at each juncture in the chain – physical supply, 

planning and control, and physical distribution. 

 

Physical Supply & Distribution – What is it? 
 
Physical supply and distribution are the bookends of the supply chain:  they include all 

the activities involved in moving goods from the supplier to the beginning of the 

production process, and from the end of the production process to the consumer.  

These activities are, as their name suggests, fairly physical in nature, and include: 

 

 Transportation 

 Distribution inventory 

 Warehousing 

 Packaging 

 Materials handling 

 Order entry 

 

Planning & Control – What is it? 
  

Personnel working at this link in the chain are responsible for the planning and control1 

of materials as they flow through the manufacturing process. If you are involved with the 

planning and/or control of materials, your priority may be any of the following activities: 

 

 Production planning and scheduling 

 Implementation and control (involves selecting, applying, and maintaining efficient 

manufacturing methods)  

 Inventory management 

 

These activities are less physical in nature; they are concerned more with the thought 

processes (judgement, analysis, assessment, etc.) involved in making the best use of a 

manufacturing system, and of the resources (materials, personnel, or both) that help it to 

run.   

 

Lesson Summary 
 
Depending on your role in RM, your primary focus may be the more hands-on aspects of 

supply and/or distribution, the concepts and strategies used in planning and control, or a 
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combination of both.  Regardless of your place in the chain, however, you will always 

have the end result—customer satisfaction—in mind. 

 

 

 

 

Glossary for Lesson 2 
 
1
Control = from an RM standpoint, the regulation and guidance of materials and/or labour 

(resources) during the manufacturing process 

 

Next …  
 

Put your knowledge to work! 
 

1. Read and review the material from this lesson. 

 

2. Complete the following questions and exercises and submit them to your instructor 

for grading and feedback. 

 
 

LESSON 2 QUESTIONS & EXERCISES / 25 marks TOTAL 
 
Comprehension Questions – Please answer in your own words.  /15 

 
1. What is a supply chain? (3 marks) 
 

 

 

 

 

         
 

2. What are three types of resources that move across a supply chain? (3 marks) 
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3. What other resource should be considered just as important as the materials that 

flow across the supply chain?  Why?  (3 marks) 
 

 

 

 

 

 

 
 
4. List three responsibilities involved in physical supply and distribution. (3 marks) 

 

 

 

 

 

 
 

5. What are the three primary responsibilities involved in manufacturing planning and 
control? (3 marks) 
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Exercises 
 
 

1. Fill in the missing information in the flowchart below. 

 

This exercise will help you to get a feel for the supply chain and your potential role in 

it. 

 

 

 

 

 

 

 

 

 

 

 

 

 

/10 
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Lesson 3: Proactive Manufacturing 
Principles 

 

 

In the last lesson, you learned about the basic distinction between the practical 
activities involved in supply and distribution, and the more analytical aspects of 

planning and control.   

 

There are, however, thought processes—theories, philosophies, principles—RM 

personnel should be familiar with regardless of their place in the supply chain.  These 

principles are often the driving force behind a manufacturing company’s operations; they 

help motivate all employees to make the most of the company’s resources – you may 

recall that this is the primary objective of Resource Management. 

 

This lesson will introduce you to two principles popular in today’s manufacturing 

environments:   

 

1. Just-in-Time Manufacturing (JIT) 

2. Total Quality Management (TQM) 

 

1. Just-in-Time Manufacturing (JIT) – What is it? 
 

JIT seeks to accomplish two main objectives:  1) the elimination of all waste, and  

2) continuous improvement in productivity.   

 

In a JIT environment, waste refers to anything other than the minimum amount of 

equipment, parts, space, material, and workers’ time absolutely necessary to add value to 

the product.  In other words, there should be no surplus1, no safety stock2, and lead 

times should be minimal.  Basically, the thinking is:  "If you can't use it now, don't make 

it now." 

 

The long-term result of eliminating waste is a cost-efficient, quality-oriented, quick-

response organization that is receptive to its customers’ needs.  This kind of 

manufacturing company has a huge competitive advantage in the marketplace. 

 
Less Waste = More Value 

 
From a customer perspective, value means providing the right product quantities at the 

right time and place, and at a price they can afford and consider reasonable; a valuable 

product or service is also one that does what the customer wants, does it well and 

consistently, and is available when the customer wants it.  A product or service with this 
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kind of value also answers to the definition of quality:  meeting and exceeding customer 

expectations. 

 
Continuous Improvement:  Big Things in Small Packages  

 
The other main objective of JIT works hand-in-hand with the elimination of waste to add 

value and yield quality results.  Continuous improvement focuses on increasing customer 

satisfaction through continuous and incremental improvements to company operations, 

including the removal of unnecessary activities and variations.  The process takes place 

gradually, and usually involves fairly small, but frequent, changes.  

 

Keep in mind that small does not mean insignificant!  All those little changes will add up 

to make a big difference as long as all members of an organization are 100% committed 

to improving their products, processes, etc., and review them regularly, while always 

asking, “How can we get better?” 

 
Common JIT Terminology … Build Your RM Vocabulary! 

 

You may hear the following terms used on the job if your workplace uses JIT strategies 

to manage its resources: 

 

Lean Production 

 

As its name suggests, lean production works to eliminate waste that inflates costs, lead 

times, and inventory requirements; the approach emphasizes the use of preventative 
maintenance3, quality improvement programs, pull systems4,

 and flexible work 

forces and production facilities.  Lean methods have helped companies to understand 

that, in order to operate at optimal levels, their organization needs to be managed as a 

system, and not as a set of disjointed activities.  In this way, JIT promotes total employee 

involvement and teamwork throughout a company. 

 

Kanban 

 

Kanban is a simple card system that signals when it is time to reorder materials. A card or 

ticket is attached to the item to identify it. There are two types of cards: production cards 

(for material currently in production) and withdrawal cards (for material removed from 

production).  Like Lean production, Kanban eliminates excess materials, but also guards 

against shortages (a potential disadvantage of the ultra-efficient Lean approach). 

 

Material Requirements Planning (MRP) 

 

MRP is a computerized planning and control system that predicts:  

 

 What to order 

 How much to order 

 When to order 

 When to schedule delivery 
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The forward-looking nature of the system means MRP can be an effective tool for a 
manufacturer whose processes operate at several levels of production and/or involve a 
certain amount of variability or uncertainty.  However, a system like this is useful only if 
the data entered into it is accurate and up-to-the-minute:  as we will learn in upcoming 
units, without the human factor—the perceptive, resourceful, and organized individuals 
working in Purchasing & Inventory, Production, and Parts—MRP could not properly 
reflect the dynamic nature of so many manufacturing environments. 

 
Enterprise Resource Planning (ERP) 

 

As its name suggests, ERP is a system that looks at the “big picture” – the 

enterprise as a whole. This technique aims to integrate all of an organization's data 

and processes (engineering, purchasing, manufacturing, distribution, maintenance, 

etc.) into one unified, smoothly-running system.  MRP is often a component of 

ERP.  

 

Lean production methods, Kanban, MRP, and ERP are all well-suited to 
the waste-conscious, quality-driven JIT environment.  

 
 

2. Total Quality Management (TQM) – What is it? 
 
Like JIT, TQM makes quality a priority.  Quality can be defined in a variety of ways, but 

in terms of Resource Management, we will define a ‘quality’ product or service as one 

which meets the needs and expectations of the user or customer.  All of a company’s 

resources work toward this end. 

 

In order to practice TQM successfully, a company must maintain its focus on the 

customer when considering all of the following factors: 

 

 Quality standards – A standard or benchmark of product quality is first established by 

senior management based on their understanding of the wants and needs of the 

company’s target market. 

 

 Product design – Product designers use the company’s studies of the target group to 

design the product, outlining its expected performance, appearance, price, and volume. 

 

 Manufacturing – Manufacturing is responsible for meeting the specifications of the 

product design within established tolerance5 levels – the less variation, the better the 

product quality. 

 

 Final use of the product – Ultimately, quality revolves around the user’s expectation 

of how the product will perform, sometimes called “fitness to use.”  If the product 
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meets users’ needs, the quality is satisfactory; if the product exceeds their needs, the 

quality is superb. 

 

It is important to remember that, on some level, every job in a company has an impact on 

product quality, customer satisfaction, and company success. In order for a company to 

successfully implement TQM, every employee needs to focus on providing the best 

products and service possible.  
 
 

TQM goes deeper than ‘company policy’; it is a set of guiding principles 
that, if internalized by all team members, results in a continuously 
improving organization. 

 
The Recipe for TQM … How to make it work 

 

1. Management Commitment – Management personnel at all levels are committed to 

and involved in directing and participating in quality initiatives. TQM is a continuous 

process that must become part of the organization’s culture—the way it does 

business. 

 

2. Customer Focus – For TQM to be successful, a company can never lose sight of its 

ultimate goal:  customer satisfaction.  This means, a company must be committed—

from start to finish—to improving the quality of their designs and processes based on 

customers’ needs, thereby reducing defects and costs. 

 

3. Employee Involvement – TQM is the responsibility of everyone in the organization. 

Accordingly, all personnel need to be trained in methods of product and process 

improvement, and encouraged to take a holistic view of the working environment – 

that is, the view that the company is an interconnected unit, rather than a group of 

isolated elements. This view will help empower employees and promote team-

building within the organization. 

 

An employee who practices TQM knows that “my job performance affects 
everyone else’s, because we are all a team working toward the same goal.  
So, if I do my job well, I am helping the entire company. Wow!” 

 

4. Continuous Improvement Plans – Company processes can and must be improved to 

reduce costs and increase quality. Often, individual employees and their departmental 

teams are encouraged to develop plans (Where do we want to go, and how will we get 

there?) to help focus their improvement efforts. 

 

5. Supplier Partnerships – In the past, companies viewed their suppliers as business 

adversaries. A company’s purchasing department would struggle to negotiate the best 

possible price, quality, and delivery time with a supplier whose first priority was to 

maximize its own company’s profit.  With the introduction of JIT and TQM methods, 

suppliers have become more quality- and customer-oriented, recognizing that they 

are, in fact, partners with everyone else in the supply chain, and share the same goal 
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of customer satisfaction.   

 

6. Performance Measures – “Quality” in and of itself is a fairly abstract concept. 

Performance measures that generate objective feedback help make a company’s 

improvements more tangible – employees can really see how much progress is being 

made.  In a manufacturing environment, performance measures could include:  the 

percentage of jobs that meet cost, the percentage of jobs that meet schedule or the 

percentage of output that meets customer orders and engineering specifications. 
 
Common Quality Terminology … Build Your RM Vocabulary! 
 

You may hear the following terms used on the job if your workplace uses TQM strategies 

to manage its resources: 
 
Variation … A Reality of the RM Environment 

 

Variation is a fact of life in Resource Management, and can have an impact on quality:  

the way that people perform tasks, how machines function, etc. is never 100% consistent.  

 

 Chance Variation – This form of variation comes from people, machines, material, 

methods, environments, and measurements. 

 Assignable Variation – When there is a specific reason (as opposed to chance) for the 

causes of variation, it is called assignable variation. 

 Statistical Control – If only chance variation exists, a system is said to be in statistical 

control. The objective of statistical control is to detect the presence of assignable 

causes of variation. 

 
Quality Control Methods 

 

Companies use a variety of different tools to measure and analyze quality, including:  

 
 Check sheets  

 
 Cause-and-effect (fishbone) diagrams  

 
 Control charts  

 

 
 Histograms  

 
 Pareto charts  

 

 
 Scatter diagrams  

 

 
 Flow charts  
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 Stratification  
 

 

 

You can find more detailed descriptions and illustrations of many of these quality control 

tools on the American Society for Quality (ASQ) website:   

 

http://www.asq.org/learn-about-quality/seven-basic-qualitytools/overview/overview.html 

 

Generally, these tools are used to monitor processes and detect weaknesses, therefore 

limiting the use and/or production of lower-quality resources. 

 

 
ISO 9000 

 

ISO stands for the International Organization for Standardization.  The ISO developed a 

series of five universally recognized standards (9000, 9001, 9002, 9003, and 9004) for 

quality management systems.  These standards are intended to prevent non-conformities 

in all key processes of a business. Customers around the world expect a quality standard 

in the form of ISO 9000 certification. Suppliers, for example, use a third party, or 

registrar, to assess—audit—the adequacy of their quality systems. If the systems meet 

the criteria set out in the ISO 9000 standard, the registrar issues the supplier a certificate 

of registration. 

 
Benchmarking 

 

Companies use benchmarking to systematically compare their performance in a particular 

process to that of a “best class” organization.  This way, companies learn how other 

businesses achieve high-quality performance levels, and then use this information to 

improve their own systems. Using continuous improvement methods, a company looks 

inward, at itself, to increase quality by analyzing its current practices.  Benchmarking, on 

the other hand, looks outward to what competitors and excellent performers outside of the 

company are doing. 

 
The Costs of Quality … Excellence comes with a price! 

 

Controlling Quality 

 

 Prevention Costs – The costs of avoiding trouble by doing the job right in the first 

place. 

 Appraisal Costs – The costs associated with checking and auditing6 quality in the 

organization. 

 

Costs of Failure 

 

The costs of failing to control quality are the costs of producing material that does not 

meet specifications. 

http://www.asq.org/learn-about-quality/seven-basic-quality-tools/overview/overview.html
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 Internal Failure Costs – The costs of correcting problems that occur while goods are 

still in the production facility. 

 External Failure Costs – The costs of correcting problems after goods or services 

have been delivered to the customer. 

 

 

The Reality of Inventory 
 

Cost-efficient principles like JIT and TQM are excellent in theory; in fact, they seem 

almost too good to be true.  The question then becomes:  how easy is it to put them into 

practice?   We will now briefly turn our attention to a fundamental aspect of 

manufacturing that, while useful, can make it difficult to live up to the standards of a JIT 

environment:  inventory.  In one form or another, inventory is a concern shared by all 

Resource Management personnel. 
 

The Building Blocks of the Supply Chain:  Types of Inventory 
 

The basic definition for inventory is the goods and materials held available in stock by a 

business.  From a manufacturing standpoint, inventory can take one of three main forms: 

 

1. Raw materials – purchased items that have not entered the production process, but 

will be used in the production of the finished product, e.g. nuts, bolts, flour, sugar 

 

2. Work-in-process – materials that have entered the production process but are not 

yet completed, e.g. subassemblies 

 
3. Finished goods Distribution inventory – completed products that are rolled 

out to consumers/customers, usually from a physical distribution centre, e.g. 

furniture, bread, cookies 

 

As mentioned in the previous lesson, these materials are also the main types of physical 

resources that move across the supply chain.  We can combine all three under the general 

heading of inventory, and, in turn, define inventory as a resource to be managed. 

 
A Balancing Act:  Inventory Management 
 

We can define inventory management as a system that identifies inventory requirements, 

sets targets, provides replenishment (restocking) techniques, and reports actual and 

projected (forecasted) inventory levels.  Ideally, the system would allow for the 

consistent delivery of the right product in the right quantity to the right place at the right 

time.  This really is the ultimate goal of the entire Resource Management operation, so 

everyone in the supply chain has a vested interest in how inventory is managed. 

 

The main challenge for inventory management personnel is balancing the inevitable costs 

of carrying inventory with the following benefits: 
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 A safety net:  Uncertainty is unavoidable in the world of Resource Management.  The 

reality is that variables like supply, demand, and lead time are not always predictable, 

and can lead to stockouts1.  For these reasons, it can become necessary to carry 

extra inventory, also known as safety or buffer stock. 

 

  Customer service:  If we could predict exactly what customers want  

and when they want it, their satisfaction would never be in doubt – we could meet  

demand on time, every time, and carry the minimum amount of inventory.  More often 

than not, however, demand is a wild card.  So, to prevent customer dissatisfaction and 

ensure that orders are accurate, complete, and timely, buffer stock is often required. 
  

  Operating Efficiency:  Inventories can also increase the productivity of 

manufacturing by: 
 

1. Decoupling manufacturing operations. That is, allowing processes with different 

rates of production to operate separately and, in turn, more economically.   

For example:  Operation A supplies Operation B.  Operation A’s output rate is 50 

units/hour/shift, while Operation B’s output rate is 100 units/hour/shift.  For 

Operation B to be efficient, decoupling inventory must exist between 

operations A & B.  In other words, decoupling allows each process to operate at 

maximum efficiency rather than having the speed of the entire process limited by 

the slowest. 

 
 
THE      CONNECTION 
 
 
You can apply the decoupling principle to your own studies.  Say, for instance, you are taking 
both math and English, but are progressing at a faster rate in English than in math.  In order to 
remain productive in math, compensate by doing more English homework.  By getting ahead in 
English, you will have time to catch up in math, and will stay on schedule in both subjects:  your 
overall productivity level will remain constant. 

 

2. Managing fluctuating demand, e.g. for seasonal products like special chocolates 

for Easter or back-to-school items.  Planning production of these items involves 

building anticipation inventory when demand is low (also keeping workers 

busy during slack times) so that when demand picks up during ‘peak’ times, the 

increased inventory will be slowly depleted and the firm does not have to react by 

increasing production time.  Anticipation inventory helps manufacturers avoid 

costs associated with:  
 
 Overtime 

 Hiring 

 Training 

 Layoffs (following production cut-backs or potential facility shut downs) 

 

Anticipation inventory helps to smooth the flow of production:  it levels the peaks 

and valleys in demand, allowing the firm to maintain a constant level of output 

and a stable workforce. 
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3. Quantity Discounts:  Higher levels of inventory allow manufacturing to buy in 

bulk and save money. 

 

 

The fact remains, however, that the benefits of carrying inventory will always work 

against a company’s need to minimize inventory investment—one of the primary 

objectives of JIT manufacturing.  Consider the following challenges: 

 

1. Customer service – While carrying less inventory is more economical for a 

company, it also means stockouts are more likely; stockouts, in turn, compromise 

customer service.  More inventory means companies can meet customer demand 

with more certainty, but will cost them more money. 

 

2. Changing production levels – Equipment capacity and costs associated with 

overtime, hiring, training, and layoffs will all rise if production continually 

fluctuates with demand.  Anticipation inventory will help to offset these costs, but 

again, will cost the company more money. 

 

3. Order quantities – Lower inventories can be maintained by ordering smaller 

quantities more often, but this practice results in higher annual ordering costs. 

 

4. Transportation – Goods moved in large quantities cost less to move per unit than 

those moved in small quantities.  However, moving large lots implies higher 

inventory, and, in turn, more money. 

 

It is not hard to understand why Resource Management personnel often have a love-hate 

relationship with inventory.  So, just how can a company successfully “rein in” inventory 

expenses, and still provide quality service? 
 
In his article, Inventory – The Necessary Evil?, self-proclaimed “inventory guru” and 

managing director of Inventory Management Solutions in Toronto, Dennis Lord, offers 

some suggestions.  Please read the following excerpt from the article. 

 
 
To achieve [inventory management] goals you need to understand inventory drivers and how to 
model them for each inventory item at each location, to: 
 
• reduce redundant inventory 
• find the optimal level of investment in the inventory 
• maintain a desirable level of customer service. 
 
Inventory Drivers 
Inventory drivers make inventories levels rise or fall. Identify and manage them, and you can 
replenish your inventory to provide optimal customer service while controlling your inventory 
investment. There are six inventory drivers to watch for. 
 
The first driver is Supplier Lead Time. This is the time that lapses between recognizing the need 
to place an order and the receipt and put-away of goods. Inventory is a function of lead time. The 
longer the lead time, the bigger your inventory. Most organizations have lead times for 
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manufacturing and purchasing products that are much too long. This increases inventory 
investment and costs for no reason. To control inventory levels, you must control variations in 
lead time between each order. 
 
 
Inventory – The Necessary Evil? – cont’d. 
 

 
The second is Safety Stock. Organizations always keep a quantity of inventory in stock to protect 
against fluctuations in demand and supply and to maintain customer service levels. This is 
typically the largest source of waste for organizations that rely on rules of thumb to determine the 
size of the buffer. 
 
Variability in demand is affected by forecast accuracy, and it drives safety stock levels. Forecast 
accuracy measures the difference between forecasted and actual demand. 
 
Supply variability, in the form of excessive or inconsistent lead times, also drives up safety stock 
levels. Both demand and supply variability can be minimized by applying formal forecasting 
techniques and through improved vendor communication and certification. 
 
Service-level policies will determine what percentage of customer demands are to be routinely 
filled from on-hand inventory. This directly affects how much safety stock should be carried. If this 
percentage is based on a measure of forecast error, in many cases a much lower safety stock 
level will be required. 
 
Lot-Size Inventory is the third inventory driver. Companies will often order quantities that are 
larger than needed to meet current requirements, simply to take advantage of price discounts or 
reduced shipping costs. Or they will reduce set-up costs by producing larger lots. Yet this 
eventually leads to excess and obsolete items in inventory. 
 
To drive down lot sizes, negotiate blanket orders with your suppliers that have specific release 
dates and quantities. To lower set-up costs in your manufacturing facility, look for efficiencies 
beyond simply increasing the production run. 
 
The fourth driver, Excess and Obsolete Inventory, drives up inventory costs and should be 
reviewed monthly if it’s to be eliminated. You’ll decrease your carrying costs and financial 
reserves, reduce space for needed items, and require less cycle counting and physical inventory 
activity. You’ll lower your carrying costs, free up financial reserves, reduce warehouse space, and 
require less cycle counting and physical inventory activity. 
 
Next is Inventory Accuracy. It’s the foundation of every successful inventory control system.  
Trying to control inventory with bad information is futile. You’re simply wasting time and money. 
All replenishment decisions are based on the status of your inventory. If you’re going to make 
reliable delivery promises and keep inventory levels low, your inventory records must be 98% 
accurate every single day. 
 
The sixth inventory driver is Replenishment Techniques. These seek to answer two questions:  
when to order and how much. In answering these questions inventory replenishment planning 

should strike a balance between inventory investment and customer fill rates7
. 

 
All forms of replenishment [restocking] require accurate forecasts and lead-times. This allows you 
to calculate optimal replenishment levels and safety stocks, giving you the right quantities of the 
right materials at the right place and the right time. 
 

When replenishing inventory, organizations … must be aware of the “bullwhip” effect8
, and 

its tendency to drive up inventory buffers all along the supply chain. 



Supply Chain Resource Management Program  STUDENT GUIDE 
(SCRM)  Unit 5:  Getting to Know Resource Management 

Summit College, Academic and Career Studies  2004 (Rev. 2017) Page 88 

 
    
 
 
Inventory – The Necessary Evil? – cont’d. 
 

 
Inventory Performance 
 
“You can’t control what you don’t measure.”  But how do you know if you’re getting control?  If 
you want to ensure that your efforts are driving inventory in the right direction, it’s essential that 

you measure inventory performance. Inventory turns9
, days of supply10

, excess and 

obsolete inventory, fill rates: these are all measures of progress. 
…………… 
 
Taming the Necessary Evil 
 
Many businesses aren’t as successful as they could be simply because they lack the know-how 
or the will to implement sound inventory management and control practices. Successful inventory 
management is a compromise between low inventory levels and meeting targeted fill rates. 
Investing in the right inventory and reducing excess will improve customer fill rates, inventory 
turnover, and cash flow and profits. Your company can reap these benefits too. Educate yourself 
about inventory drivers. Learn how to control your inventory and improve your customer service. 
You’ll find that you can make your inventory work for you, not against you. 

 

PLEASE NOTE:  Concepts and terminology introduced in Lord’s article will be covered 

in more detail in upcoming units. 

 

Lesson Summary 
 

In the world of Resource Management, value and quality are everyone’s business.  If they 

are genuinely committed to the ideas behind continuous improvement and quality 

management, and make a concerted effort to economize inventory, individual employees 

and the company as a whole will realize it is possible to:  keep customers happy, keep up 

with—or top—the competition, and keep raising the bar on the products and service they 

provide, until they have established themselves as leaders in their industry. 

 

Glossary for Lesson 3 

 
JIT 

 
1
Surplus = More inventory than what will be used or needed 

 
2
Safety Stock = Extra units of inventory carried by a company to protect against possible 

shortages and stock-outs 

 
3
Preventative Maintenance = Tests, measurements, adjustments, and parts replacement, 

performed specifically to prevent faults from occurring 
 
4
Pull System = A production process in which the flow of resources is controlled by customer 

demand 
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---------- 

TQM
 

 

5
Tolerance = The permissible limit of variation in a manufactured object, system, or service  

 
6
Auditing = The inspection or examination of a system or process to evaluate or improve its 

appropriateness, safety, efficiency, etc. 
------------ 
 
Inventory 
 
7
Fill rate = the percentage of customer service orders satisfied from stock at hand; a measure of 

inventory’s ability to meet demand 
 
8
The bullwhip effect = the ripple effect that occurs when information about the demand for a 

product is distorted as it passes from one link to the next across the supply chain 
 

9
Inventory turn = the number of times inventory is sold or used up during a one-year period 

 
10

Days of Supply = the total amount of supplies on hand required for average daily use 

 

 

Next …  
 

Put your knowledge to work! 
 

1. Read and review the material from this lesson. 

 

2. Using your own words, complete the following questions, and submit them to your 

instructor for grading and feedback. 

 

 

LESSON 3 QUESTIONS    / 57 marks TOTAL 

 
Comprehension Questions – JIT      /22 
 
1. List four characteristics of a Just-in-Time manufacturing environment. (4 marks) 
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2. Provide a customer-focused definition of value. (3 marks) 

 

 

 

 

 

3. What is the key to making continuous improvement a success? (2 marks) 

 

 

 

 

 

 

4. Name three elements involved in Lean production. (3 marks) 

 

 

 

 

 

 

5. What are two advantages of Kanban? (2 marks) 
 
 

 

 

 

 

 

6. a) What is the key to a successful MRP system?  (3 marks) 
 
 

 

 

 

 

 

b) Explain the difference between MRP and ERP.  (5 marks) 
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Comprehension Questions – TQM      /17 
 

1. What is quality? (2 marks) 
 
 

 

 

 

 

2. List the four factors that must come together in order to make TQM work. (4 marks) 

 
 

 

 

 

 

 

3. Why are supplier partnerships important in today’s business world? (3 marks) 

 
 

 

 

 

 

 

4. How can a company make the concept of quality more observable and objective?   

(2 marks) 

 

 

 

 

 
5. Explain the difference between continuous improvement and benchmarking.   

(2 marks) 
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6. Name and describe one cost of controlling quality, and one cost of failing to control 

quality. (4 marks) 

 

 

 

 

 

 
 

Comprehension Questions – Inventory     /18 
 

1. Using your own words, briefly define inventory management.  (3 marks) 
 

 

 

 

 

 
2. Name two advantage and two disadvantages of carrying inventory. (4 marks) 

 
 

 

 

 
 
3. a) In Dennis Lord’s article, we learn that inventory drivers can help companies  

manage the reality of inventory, and maintain quality in production and service.   

List the six drivers Lord discusses.  (6 marks) 
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b) Of the six inventory drivers, which do you feel is the most important?  Briefly  

explain your choice, with support from Lord’s article where appropriate.  

(5 marks)  
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Introduction 

 

What’s in it for you? 

 

This unit will provide you with the information you will need to both 

act and communicate confidently on the job as a Purchasing & 

Inventory (P&I) Clerk.  Some of the material will be ‘technical’ in 

nature – systems, techniques, terminology, etc. exclusive to the P&I 

environment; you will also learn, however, about the many transferable 

skills that you can take with you – skills that are useful in any 

workplace and in life in general. 

 

While it is true that their responsibilities overlap with those of Production and Parts 

personnel (remember:  they are connected to each other by the supply chain), P&I Clerks 

do have a unique place in the world of Supply Chain Resource Management (SCRM).  

We can count many duties and attributes (both technical and transferable) as P&I 

specialties – without them, it would be impossible for a business to make the most of its 

physical resources, specifically, its inventory.  

 
 
RECAP… 
 

In Unit 5, we defined inventory as goods and materials held available in stock by a 

business.  From a manufacturing standpoint, inventory can take one of three main forms: 

 

4. Raw materials – purchased items that have not entered the production process, but 

will be used in the production of the finished product, e.g. nuts, bolts, flour, sugar 

 

5. Work-in-process – materials that have entered the production process but are not 

yet completed, e.g. subassemblies 

 
6. Finished goods Distribution inventory – completed products that are rolled 

out to consumers/customers, usually from a physical distribution centre, e.g. 

furniture, bread, cookies 

 

We can also include:  
 
7. Maintenance, repair, and operational supplies – these items do not become 

part of the finished product.  They do, however, affect the quality of the first three 

types of inventory, and so are considered essential resources, e.g. office supplies, 

hand tools, spare parts, lubricants, cleaning supplies, etc. 
 
 
In a nutshell:  P&I Clerks must determine the best way to acquire goods and materials 

(Purchasing), and then maintain optimal levels of inventory once it is acquired 
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(Inventory).  We will explore the role and its importance to the supply chain as a whole in 

more depth in Lesson 1. 

 
 
Unit Length:  30 Hours In Class + Assigned Homework 

 

Grading:  Student Guide Questions / Exercises  80% 

 Participation                                         20% 
 
 
 

Your Resources 
 

1. SCRM Summit Student Guide (what you’re reading right now) – main 

content 

2. Selections from Basics of Inventory Management – supplements Student 

Guide content 

 

Study Sequence 
 

Lesson / Topic Reading from… Exercises (Student Guide) 

Introduction Student Guide 
 Places to Work (p. 4) 

 Brainstorming (p. 5) 

1:  Your Place in the Chain Student Guide 
 Comprehension Questions (pp. 8-9) 

 Application & Reflection (p. 10) 

2:  The Purchasing Path Student Guide 
 Comprehension Questions (pp. 28-33) 

 Application & Reflection (pp. 33-41) 

3:  The Ins & Outs of Inventory 
 Student Guide 

 Basics of Inventory 
Management 

 Comprehension Questions (pp. 59-62) 

 Application & Reflection (pp. 62-65) 
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Jobs, jobs, and more jobs! 
 

Purchasing and inventory clerks (NOC 1524) process purchasing transactions and maintain 
inventories of materials, equipment and stock. They are employed by retail and wholesale 
establishments, manufacturing companies, government agencies and other establishments. 

 
When job searching on the Internet or in the newspapers, check for any of the following sample 
job titles (note that there are more titles listed on the NOC website): 
 
 inventory analyst 
 inventory clerk 
 inventory control clerk 
 inventory planner 
 procurement clerk 
 purchasing clerk 
 purchasing clerk assistant 
 
Main duties: 
 
PLEASE NOTE:  Purchasing and Inventory are listed as separate fields depending on the 
worker’s area of specialization.  However, it is often the case that workers may be responsible for 
both purchasing and inventory functions.   
 
Purchasing clerks buy the right amount and type of supplies needed to operate a business. For 
example, a brake and muffler shop need mufflers, brakes, exhaust pipes, bolts, and other parts to 
fix cars. The shop’s purchasing clerk buys enough of these parts so that the business does not 
run out of parts and customers' cars can be fixed quickly; during the buying process, he/she may 
perform some or all of the following duties: 
 
 Review requisition orders for accuracy and verify that materials, equipment and stock are not 

available from current inventories  

 Source and obtain price quotations from catalogues and suppliers and prepare purchase 
orders  

 Calculate cost of orders and charge or forward invoices to appropriate accounts  

 Process purchases within purchasing authority  

 Contact suppliers to schedule deliveries and to resolve shortages, missed deliveries and other 
problems  

 Prepare and maintain purchasing files, reports and price lists 
 
Inventory clerks record and keep track of how many and what type of goods or supplies a 
business has on its shelves.  For example, an inventory clerk working in a department store will 
record how many supplies or goods were delivered to the store. These workers then regularly 
count these goods and supplies to find out how many of these good and supplies are still on the 
store's shelves.  More specifically, inventory clerks may: 
 
 Monitor inventory levels as materials, equipment and stock are issued, transferred within an 

establishment or sold to the public using manual or computerized inventory systems  

 Compile inventory reports, recording the quantity, type and value of materials, equipment and 
stock on hand, using manual or computerized inventory systems  

 Prepare requisition orders to replenish materials, equipment and stock  

 Maintain stock rotation and dispose of and account for outdated stock  

 Enter data for production scheduling, stock replenishment/relocation and inventory adjustments  

 Reconcile physical inventories with computer counts 
Source:  http://www5.hrsdc.gc.ca/NOC/English/NOC/2011/QuickSearch.aspx?val65=1524 

http://www5.hrsdc.gc.ca/NOC/English/NOC/2011/QuickSearch.aspx?val65=1524
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Places to Work 
 
 
 
 EXERCISE … Explore the possibilities! 

 

Step 1: Search the Internet for job postings available to P&I Clerks using the 

example job titles on the previous page as key words.  

 
Job Search Resources 

 

Here are some popular job sites to help you with your search: 

 

 Service Canada’s Job Bank 

http://jb-ge.hrdc-drhc.gc.ca/Intro_en.aspx 

 

 Workopolis 

www.workopolis.com 

  

 Best Jobs Canada 

http://www.bestjobsca.com/ 

 

 Monster 

http://www.monster.ca/ 

 

For postings specific to Supply Chain Resource Management, visit the APICS 

(Association for Operations Management) website: 

 

 APICS Career Centre 

http://jobs.apics.org/search.cfm 

 

Step 2: After printing the postings, read them carefully, and locate the following 

items: 

 

1. Task lists 

2. Educational requirements 

3. Work experience requirements 

 
Step 3: Next, ask yourself: 

 Are there similarities in job requirements across the different job postings? Are 

there any differences? 

 

 What job requirements do you have already? Which ones will you need? 

 

Step 4: Write down your thoughts and discuss them with your instructor. 

http://jb-ge.hrdc-drhc.gc.ca/Intro_en.aspx
http://www.workopolis.com/
http://www.bestjobsca.com/
http://www.monster.ca/
http://jobs.apics.org/search.cfm
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Brainstorming 
 

 

 

EXERCISE … What do you think? 

 

By this time, you’ve learned a bit about what P&I Clerks do, and had a chance to 

investigate what employers are looking for.  Now, it’s your turn. 

 

1. Compile a list of key attributes, skills, etc. that you feel will help a job seeker 

gain employment as a P&I Clerk. 

 

2. Once your list is complete, draft your own P&I Clerk job posting, and produce 

a final copy using the computer. 

 

3. Discuss your posting with your instructor. 

 

As you expand your knowledge of the P&I working environment, you will return 

to your job posting from time to time to develop it further. 
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Lesson 1:  Your Place in the Chain 

 

 
Let’s review the concept of the supply chain—that vital network of materials and 

personnel that drive manufacturing systems.  At this point, we’ll consider exactly where 

in the chain Purchasing and Inventory Clerks fit.  
 
 

         PURCHASING             INVENTORY 
 

 

 

 

 

 

 

 

 

 

 

 

Purchasing 
 

Purchasing Clerks communicate with suppliers to ensure the timely flow of cost-effective 

materials into the manufacturing facility.  While they officially operate from the physical 

supply link, it would be more accurate to say that these members of the supply chain 

occupy more of a middle ground between hands-on physical supply and thought-based 

planning and control (see Unit 5).  They are concerned with “physical” matters like 

transportation (as it impacts delivery times, etc.), and the receiving of goods from 

suppliers, but Purchasing Clerks must also use thinking skills (judgement, analysis, etc.) 

to determine the right supplier and the right price for materials.  Purchasing Clerks ask:  

From whom?, When?, and For how much? 

 

Inventory 
 

Inventory Clerks also find themselves at a mid-point in the chain; in this case, their 

thought-based work in planning and control ultimately impacts physical distribution.  

Using classification systems and decision-making strategies, Inventory Clerks analyze 

and evaluate inventory to ensure that the unavoidable costs of carrying it (see Unit 5) do 

not compromise levels of quality and customer service once the finished product is rolled 

out.   

 

 

 

Physical 
Supply 

Planning 
& Control 

Physical 
Distribution 

Raw Material In-process 
Materials 

Finished 
Goods 

Supplier Manufacturer Distribution Centre Customer 

INFORMATION 
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Earlier in the program, in the Student Success unit, you learned about ways to sharpen 

your thinking skills.  To make decisions and solve problems successfully, you need to 

think analytically, practically, and creatively.  Over the course of this unit, you will see 

just how important all three modes of thinking are for P&I Clerks.  Please review the 

information on analytical, creative, and practical thought processes in your Keys to 

Success text (pp. 97-112), and consider their role in P&I and in your personal life. 

 

 

P&I:  A Team Effort 
 

While we will consider their functions separately in the next two lessons, it is important 

to note that Purchasing and Inventory Clerks are especially close allies in the supply 

chain; note that the occupations are grouped together under NOC 1524, and that one 

employee may fill both roles.  Without crucial input from purchasing about raw materials 

and suppliers (order quantities, costs, delivery times, etc.), it would be impossible for 

Inventory Clerks to effectively control inventory levels through to distribution, and do 

their part to meet the primary objective of Resource Management:  the consistent delivery 

of the right product (the what?) in the right quantity (the how much?) to the right place 

(the where?) at the right time (the when?).  Remember:  inventory itself is a resource, 

and, therefore, it concerns the entire supply chain. 

 

Other Supporting Players 
 

We can’t forget the other links in the chain that support, and are supported by, P&I: 

 

 Production Control 
 

As we’ll learn in the next unit, Production Control Clerks work to co-ordinate the use of 

resources that run production processes (machines, people, etc.), primarily through 

scheduling.  Since inventory either results from production or helps support it, the two 

departments cannot operate independently.  Purchasing decisions also have important 

implications for production:  if the right quantity and quality of materials is obtained from 

the right source from the outset, production schedules will run more smoothly. 

 

 Parts 

 

Parts themselves are a form of inventory.  Therefore, a Parts Clerk’s ability to receive, 

sort, locate, and keep accurate records of parts and supplies will have a direct impact on 
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an Inventory Clerk’s knowledge and maintenance of inventory levels.  Purchasing is 

responsible for acquiring the parts in the first place, and ensuring they are delivered on 

time and to the right place, in turn affecting how Parts Clerks carry out their duties. 

 

 Shipping / Receiving 
 

This department communicates regularly with purchasing.  S/R initially inspects 

purchased goods to ensure the correct ones have been sent in the right quantity and have 

not been damaged in transit; they use their own copies of the purchase order and bill of 

lading
1 

to accept the goods, and then write up a receiving report; a copy of this report is 

sent to purchasing, where it is checked against the purchase order and the supplier’s 

invoice; purchasing then resolves any discrepancies between these documents.  

Information passing from S/R to purchasing will, in turn, help the Inventory Clerk to 

determine what inventory is where and in what condition. 

 

 

Lesson Summary 
 

We’ve seen just how P&I personnel fit into the grand scheme of Supply Chain Resource 

Management, and introduced how they function separately, together, and in collaboration 

with other SCRM colleagues.  In the next two lessons, we will examine in more detail the 

information and thought processes that guide the decisions of Purchasing and Inventory 

Clerks individually, and the actions resulting from those decisions. 

 

Glossary for Lesson 1 
 
1
Bill of lading = a document, issued to a shipper/exporter by a carrier, that describes the goods 

to be shipped, acknowledges their receipt, and states the terms of the contract for their carriage. 

 
Next …  
 

Put your knowledge to work! 
 

3. Read and review the material from this lesson. 

 

4. Complete the following questions and exercises and submit them to your instructor 

for grading and feedback. 
 
 

LESSON 1 QUESTIONS & EXERCISES / 31 marks TOTAL 
  
Comprehension Questions – Please answer in your own words.  /16 
 
1. a) Briefly describe the main function(s) of a Purchasing Clerk.  (3 marks)  
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b) Briefly describe the main function(s) of an Inventory Clerk.  (3 marks) 

 

  

 

 

 

 

 

 

 

 

c) Why is it important to consider purchasing and inventory functions together?   

 (3 marks) 

 

   

 

 

 

 

 

 

 

 

d) Why do you feel it is important to consider each role separately?  (3 marks) 

 

  

 

 

 

 

 

 

 

 

2. List and briefly describe two other links in the supply chain that support P&I.   

(4 marks) 

 

1.   
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2.  

 

 

 
 
Exercises – Application & Reflection      /15 

  
1. Purchasing and Inventory Clerks are close partners in the supply chain.  Give some 

thought to how supply chains might work in everyday life:  what “links” (people, 

services, etc.) do you rely on to help you stay on target and reach your goals?   
(5 marks) 

 
2. “If one wants to be successful, one must think; one must think until it hurts.”  Given 

what you have learned about Purchasing and Inventory Clerks’ functions and duties 

to this point (including information gathered in your initial job search in the 

Introduction), do you feel that this statement is accurate?  Why or why not?  Use 

examples to support your opinion.  (10 marks) 
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Lesson 2:  The Purchasing Path 

 

 

We have established that Purchasing and Inventory Clerks, along with other supply chain 

colleagues, complement and support each other as they work toward their Resource 

Management goals.  There are certain responsibilities, however, that are unique to 

purchasing, and we will consider them here. 

 

Purchasing Functions 
 

Once the Purchasing Clerk gets the go-ahead to order materials, he/she can move on to 

the process of buying, which consists of four major steps: 

 

1. Identify relevant specifications to ensure the right quality, right quantity, right time, 

right place (delivery)  Ask:  What, how much, when, where? 

2. Select the supplier (the right source)  Ask:  From whom? 

3. Negotiate terms and conditions of purchase (the right price)  Ask:  For how much? 

4. Issue and administer purchase orders 

 

These steps take the Purchasing Clerk down a definite path to the choice of the best 

supplies and their sources.  You’ll notice that, in addition to the actions listed above, the 

Purchasing Clerk must take a few extra steps before payment is finalized. 

 

Receive & Analyze

Purchase Requisitions
Select Suppliers

Determine

the Right Price

Issue

Purchase Orders

Follow up

With Suppliers

Receive & Accept

Goods

Approve Supplier’s

Invoice for Payment

The Purchasing Cycle

Receive & Analyze

Purchase Requisitions
Select Suppliers

Determine

the Right Price

Issue

Purchase Orders

Follow up

With Suppliers

Receive & Accept

Goods

Approve Supplier’s

Invoice for Payment

The Purchasing Cycle
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Let’s take a look at each stop on the path in a bit more detail. 

 

1. Receive and analyze purchase requisitions 
 

The process begins when a person or department makes a request.  The requestor 

completes a requisition form, including supervisory signatures, and then submits the form 

to the Purchasing Department.  With approval signatures, the purchasing request form 

can then be processed as a purchase order (PO). 

 

Requisition forms commonly include the following information: 

 

 Identity of originator, signed approval, and the account to which the cost is 

assigned 

 Material specifications 

 Quantity and unit of measure 

 Required delivery date and place 

 Any other necessary supplemental information 

 

2. Select suppliers  

 

The Purchasing Department normally maintains a database of approved suppliers for 

routine purchases. In the event of new, lower-cost requests, the Purchasing Clerk may 

select a supplier from a trade journal, directory, catalogue, or the Internet (more details 

on supplier selection to come). 

 

3. Determine the right price … by: 

 

 Requesting quotations 

 

For larger purchases, or for more expensive items, the Purchasing Clerk will request 

quotations from various suppliers, compare the quotations, and then select the most 

favourable supplier. Purchasing personnel will ‘comparison shop’ using criteria 

including:  price, compliance to specifications, terms and conditions of sale, delivery, and 

payment terms.  Both the original requestor and the Purchasing Department are involved 

in the decision. 

 

 Negotiating price 

 

Purchasing is responsible for negotiating the best price from the supplier.  We will cover 

price determination and negotiation strategies later in this lesson. 

 

4. Issue a purchase order 

 

A purchase order (PO) is a legal offer to purchase. Once it is accepted by the supplier, it 

becomes a legal contract for the delivery of the goods according to the terms and 
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conditions specified in the purchase agreement.  The Purchasing Clerk completes the PO 

using the information on the requisition form, and any other necessary information.  The 

supplier receives a copy of the PO, and other copies are kept by Purchasing and 

distributed to the original requestor, Accounting, and Shipping and Receiving. 

 

Any necessary Customs paperwork would be initiated at this stage, and then forwarded to 

Customs before the items arrive at the border. 

 

5. Follow up / delivery 
 

While it is up to the supplier to deliver the order on time, it is Purchasing’s responsibility 

to ensure the supplier does, in fact, deliver on time. 

 

So … 

 

 If there are changes in the delivery time, Purchasing must take corrective action, 

including, where necessary:  speeding up transportation, finding alternate sources 

of supply, helping the supplier solve any problems, or informing production control 

of any changes to the production schedule. 

 

 If there are changes in the delivery requirements, parts of an order may need to be 

expedited (they become priority), while other parts may be delayed.  It is up to 

Purchasing to provide the supplier with up-to-the minute information on the actual 

delivery requirements so that the supplier can successfully complete the order. 

 

6. Receive and accept goods 

 

As mentioned in Lesson 1, purchased goods must first pass through Shipping/ Receiving 

for inspection (Is further inspection required?  Have the goods been damaged in transit?, 

etc.); S/R uses its own copies of the purchase order and bill of lading
 
to accept the goods, 

writes a receiving report, and sends a copy of the report to Purchasing.  The Purchasing 

Clerk checks the receiving report against the purchase order.  If the order is complete, 

S/R closes out its copy of the purchase order and advises Purchasing.  In the event that 

the goods required further inspection (by Quality Control, for example), this department 

will also inform Purchasing whether or not the goods were accepted. 

 

7. Approve supplier’s invoice for payment 

 

At this stage, the Purchasing Clerk checks the supplier’s invoice against the receiving 

report and purchase order:  all three forms of paperwork should be consistent. 

 

The items and quantities on all three documents should match; the prices and extensions 

to prices appearing on the purchase order and invoice should be the same.  All discounts 

and terms of the original purchase order must be checked against the invoice.  It is 

Purchasing’s job to verify all details and to resolve any discrepancies. Once it is 

approved, the invoice is sent to the Accounts Payable department for payment. 
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The successful completion of the cycle means that the Purchasing Clerk has done his/her 

part to meet the main objectives of Purchasing: 

 

 To obtain goods and services of the required quantity and quality 

 To obtain goods and services at the lowest cost 

 To ensure the best possible service and timely delivery by the supplier 

 To develop and maintain good supplier relations and develop potential suppliers 

 

Make a real difference! 
 

On average, manufacturing companies spend about 50% of their sales dollars purchasing 

raw materials, components, and supplies.  This means that the Purchasing Department 

and its personnel can do a lot to increase a company’s profits, and, in turn, play a crucial 

role in that company’s overall success.   

 

Consider, for example, the problems that missed deliveries can create for manufacturing 

and sales; by reducing the impact of these problems for both departments, Purchasing 

Clerks help the company maintain a healthy bottom line, and help keep customers happy. 

 

 

The Purchasing Mindset 
 

Several of the steps in the purchasing process involve specific thinking strategies: 

 

1. Receive and analyze purchase requisitions 

2. Select suppliers 

3. Determine the right price 

 

 

4. Issue a purchase order 

 

 

 

 

5. Follow up / delivery       

 

 

6. Receive and accept goods 

7. Approve supplier’s invoice for payment 

 

 

analytical 
(critical 

thinking) 

creative/ 
practical 

analytical 
(detail-

oriented) 

(if problems arise) 

Again, review the processes 
involved in the three thinking 
skills discussed in your Keys 
to Success text, pp. 97-112 

analytical 
(detail-

oriented) 
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First, we will consider the analytical—or critical—thinking skills involved in the first 

three steps. 

 

 

1. Specification Identification (Gathering Information) 
In order to interpret the information on the purchase requisition form correctly, accurately 

determine the requestor’s (and, by extension, the end customer’s) needs, and proceed to 

select an appropriate supplier, the Purchasing Clerk must first understand the 

specifications of the order.  Specifications (“specs”) are the most detailed means of 

describing the requirements of a product or service.  Design specifications are the 

detailed descriptions of the materials, parts, and components to be used in making a 

product.  In other words, they are the descriptions that tell the supplier exactly what the 

purchaser wants to buy. 

 

Determining Specifications 
 

Companies develop specifications with several factors in mind:   

 

 Quantity requirements 

Making a single item will cost more than making several thousand of that same item. 

 

 Price requirements 

Price requirements include the amount the purchaser is willing to pay.  

 

 Functional requirements 

Functional requirements concern the end use of the item – what the item is expected to 

do.   

 

Functional Specifications 
 

Functional specifications are particularly important in that they define the level of 

quality – the customer’s expectation of how the product should perform; these 

specifications may describe a product/service with reference to its: 

 

 Physical and chemical characteristics, e.g. petroleum products, 

pharmaceuticals, paints, etc. 

 

 Material and method of manufacture, e.g. hot and cold rolled steels are made 

differently and have different characteristics 

 

 Performance, e.g. a water pump might be specified as having to deliver so many 

gallons per minute 
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Many wholesale, retail, and manufacturing businesses also describe their functional 

specifications according to brand.  A brand is a collection of images and ideas that 

combines to uniquely identify a producer’s goods and set them apart from competitors’.  

Branding gives products or services an “identity” that sends important messages to 

consumers about quality and consistency.  However, brand items usually cost more than 

non-brand items.  By considering both brand and non-brand items, Purchasing Clerks are 

in a better position to make informed purchasing decisions, and to balance quality and 

value. 

Buyer Specifications 
 

Specifications set by the buyer are usually more expensive and time-consuming to 

develop than a supplier’s standard specifications. Companies usually use buyer 

specifications only when there are no suitable standard specifications available or when 

the volume of purchases makes it economical to do so. 

 

Keep in mind that … 
 Specifications must be detailed and must allow for competitive bidding by different 

suppliers. 

 Not all items lend themselves easily to specification, e.g. the colour scheme or 
appearance of an item may be difficult to describe. 

 Items described by specification may be no more suitable—and considerably more 
expensive (i.e. those described by brand)—than a supplier’s standard product. 

 

Standard Specifications 
 

Standard specifications are developed by government agencies and private organizations.  

They usually apply to raw or semi-finished products, component parts, or the 

composition of material.  When you buy motor oil for your car, for instance, you ask for 

SAW 10W30, specifying s a standard grade of motor oil established by the Society of 

Automotive Engineers.  Egg grades (A, B, C) are another example; grading is a type of 

standard specification usually set by the government and used for commodities and 

foodstuffs.  When you buy eggs in the grocery store, you buy Canada A (consumer 

grade) eggs that meet specific requirements:  a thick white; a round, well-centred yolk, a 

clean, uncracked shell of normal shape, etc. 

 

There are advantages to using standard specifications: 

 

 They are widely known and accepted, and, in turn, are readily available to most 

suppliers. 

 As they are widely accepted, manufactured, and sold, items described by standard 

specification are lower in price than non-standard items 

 As they have been developed with input from a broad range of producers and 

users, they are usually adaptable to the needs of many purchasers. 

 

Other Specification Sources 
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 Engineering drawings describe in detail the exact configuration of a product’s 

parts and the assembly.  Produced by a company’s Engineering Department, they 

also provide information on things like finishes, tolerances, and materials to be 

used.  They describe specifications that are difficult to describe any other way; the 

drawings are expensive to produce, but they give an exact description of the 

part(s) required. 

 

 Samples are also sometimes used to illustrate specifications, e.g. when colours or 

patterns are to be specified. 

 

The Power of Information! 
 

In general, information on specifications allows the Purchasing Clerk to communicate 

more knowledgeably about the products to be purchased, and to make more informed 

decisions when selecting suppliers – the next step in the purchasing process. 

 

2. Selecting Suppliers (Gathering Information; Analyzing and 

Clarifying Information) 
Once the requestor and the Purchasing Department decide on the item to be purchased, 

they need to select the right supplier. The Purchasing Clerk plays a key role in the 

selection process, which involves four main tasks: 

 

Sourcing 
 

Sourcing is the process of identifying potential suppliers of the necessary product or 

service.  There are three kinds of sourcing: 

 

1. Sole sourcing – the purchaser has access to only one supplier because of 

restrictions resulting from patents, technical specifications, raw material, location, 

etc. 

 

2. Multiple sourcing – the purchaser uses more than one supplier for an item; 

competition will result in lower prices, better service, and continuity of supply. 

 

3. Single sourcing – several sources are available, but the company makes an 

executive decision to select one supplier in order to create a long-term 

partnership. 

 

Researching 
 

Purchasing Clerks must investigate and continually monitor all available sources of 

supply; they may rely on any or all of the following resources for information: 

 

 The supplier company’s salespeople 

 Advertisements 

 Catalogues 
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 Trade magazines 

 Trade directories 

 Information obtained by the salespeople of the buyer company 

 Internet (supplier and customer websites) 

 

 

Narrowing the Search 
 

Purchasing Clerks may use any or all of the following criteria to focus their search efforts 

and evaluate suppliers: 

 

 Technical ability – Does the supplier have the technical ability to make or supply 

the product required? 

 

 Manufacturing capability – Manufacturing must provide the necessary levels of 

quantity and quality by meeting the product specifications consistently with as 

few defects as possible. 

 

 Reliability – The supplier needs to be reputable, stable, and financially strong. 

 

 After-sales service – If a product will require technical support, the supplier must 

offer good-to-excellent after-sales services. 

 

 Supplier location – Sometimes it helps if the supplier is located near the buyer or 

if both supplier and buyer are near main highways. 

 

 Price – Along with quality products and timely service, suppliers need to provide 

competitive prices.  Suppliers and buyers need to establish a good working 

relationship and communicate openly to ensure successful negotiations. 

 

 Other considerations – These include credit terms, reciprocal business, and the 

willingness of the supplier to hold inventory for the buyer when required. 

 

Ranking Suppliers 
 

One system used to select suppliers is the ranking method.  This method puts Purchasing 

Clerks’ analytical thinking skills to the test, as they: 

 

1. Select those factors used to evaluate suppliers (see “Narrowing the Search”, 

above). 

 

2. Assign a weight (measure of importance) to each factor using a scale of 1 to 10, 1 

being the least important factor (e.g. credit terms) and 10 being the most 

important (e.g. quality). 
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3. Rate the suppliers for each factor.  This rating is separate from weight – suppliers 

are rated on their ability to meet the requirements of each factor. Use a scale of 1 

to 10. 

 

4. Rank the suppliers as follows:   

 

i) Multiply the weight of each factor by the supplier rating for that factor  

(W x SR). 
 

ii) Add the supplier ranking for each factor to produce a total ranking.  

iii) List the suppliers by total ranking to reveal the highest ranking supplier. 

 

While this is not a foolproof method, it does provide a useful framework for decision-

making.  And, anything that helps Purchasing Clerks to sharpen his/her thinking skills 

will strengthen their overall job performance. 

 

You will have the opportunity to practice this method in an exercise at the end of this 

lesson. 

 

3. Determining Price (Evaluating Information) 
Price is the deciding factor in supplier selection. In the average manufacturing company, 

purchases account for about 50% of the cost of goods sold, so any savings in purchase 

costs have a direct influence on profits. 

 

The trick is to know what you want and to not pay more than necessary.  When a 

purchase is made, buyers receive a “package” of quantity, price, function, and service 

features suited to their individual needs.  The “best buy” is the combination of features 

that serves these needs best, and it is the ultimate goal of any Purchasing Department. 

 

Pricing Principles 
 

What is a “fair” price? A product that is fairly priced doesn’t necessarily mean it is the 

cheapest.  Rather, a fair price is one that is competitive, makes a profit for the seller, and 

allows the buyer to ultimately sell at a profit.  Sellers who charge too little to cover their 

costs will not stay in business; in order to survive they may cut costs at the expense of 

quality and service.  Unusually low prices should send up “red flags” for Purchasing 

Clerks during supplier selection, and prompt them to investigate other factors.  As a rule, 

price should never be the only reason for the choice of a supplier. 

 

Prices have an upper and lower limit.  The market1
 decides the upper limit:  the amount 

that buyers are willing to pay is based on their understanding of supply2
, demand3

, and 

their own individual needs.  The seller sets the lower limit by determining the costs of 

manufacturing and selling the product, and profit expectation.  If buyers are going to 

arrive at a fair price, they need to develop an understanding of market demand and 

supply, competitive prices, and methods of arriving at costs. 
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Price Quotation 
 

This is the initial step to determining price. It is helpful to obtain price quotes from 

suppliers, even if you think you feel you’ve already found the best price during supplier 

selection.  Comparing quotations from different suppliers gives the Purchasing Clerk the 

upper-hand when it comes time to negotiate. 

 

On the next page, you’ll find an example of a request for quote for Pace Company Inc. 

 

Price Negotiation 
 

Buyers can negotiate prices more effectively if they have the necessary information, 

insight, and influence:  this all comes from thorough product knowledge, supplier 

research, and price comparisons.  

 

Through negotiation, the buyer and seller try to resolve the conditions of purchase so they 

are both satisfied.  It takes skill and careful planning to negotiate successfully; the 

potential profit must justify the time and effort involved. 

 

The type of product will impact the negotiation: 

 

 Commodities are materials such as wheat, meat, and metals.  Their prices are set 

by market supply and demand, and fluctuate widely.  In this case, Purchasing may 

negotiate contracts for future prices. 

 

 Standard products are provided by many suppliers.  Their prices are listed based 

on catalogue prices.  Only large purchases will allow room for negotiation. 

 

 Items of small value include maintenance and cleaning supplies.  Rather than 

negotiate prices for already inexpensive items, Purchasing’s prime objective is to 

keep ordering costs low.  Typically, companies negotiate a contract with a 

supplier who can supply many items and set up a simple ordering system that 

reduces the cost of ordering. 

 

 Made-to-order items include items made to specification or those which 

generate quotations from several sources.  Prices of these items can generally be 

negotiated. 

 

In general, the negotiation stage is where Purchasing Clerks get to prove just how 

perceptive they are. 
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Company Name: Staples Business Depot 

Contact:  Abe Franklin 

Title:   Sales Representative 

Address 1:  6 Willowdale Drive 

Address 2:  PO Box 1964 

Province/State:  Ontario 

Country:  Canada 

Postal/Zip Code: N2L 5T2 

Phone Number:  1-800-654-4555 

Fax Number:  1-800-654-4563 

E-Mail:   

 

 
Product Quantity Price 

   

   

   

   

   

 

 

Please fax your quote to Jim Clark at 519-755-6231 within 3 business days of 

receiving this fax. 

 

Thank you  

 

James Clark 
Purchasing Clerk 

 

Jim Clark 

 

 

 

Request for Quote 
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The remaining steps in the purchasing process involve detail-oriented, creative, and 

practical thinking skills. 

 

4. Issue a Purchase Order (Focus on the Details) 
When Purchasing Clerks gather and evaluate product, supplier, and price information, 

they need a keen eye for detail, an essential element of analytical thinking.  They must 

pay careful attention to the information on the requisition order to complete the purchase 

order correctly. 

 

5. Follow Up / Delivery (Be Creative; Take Action) 

In the event that delivery times and/or requirements change, the Purchasing Clerk must 

be prepared to problem solve, often within a time limit, in order to avoid any long-term 

consequences.   Problem-solving involves creative thinking strategies like 

brainstorming and shifting perspective – approaching the problem from different angles 

to come up with new and better solutions.  Practical thinking is also essential at this 

stage:  Purchasing Clerks need to draw on past experiences with similar challenges in 

order to determine a course of action.  Action is the operative word here – problems 

cannot be solved by simply reacting to them; Purchasing Clerks must use their experience 

in order to manage change proactively – dealing with it before it becomes a real problem 

 

6. Receive and Accept Goods 

7. Accept Supplier’s Invoice for Payment 
As with Step 4, Purchasing Clerks require great attention to detail in order to complete 

these transactions successfully.  They must ensure the consistency of information they 

receive from multiple sources (Shipping/Receiving, Quality Control, etc.), and double 

check that all necessary paperwork (purchase order, receiving report, invoice) is 

completed correctly.   

 

 

 

 

 

 

Introduction to Customs 
 

If goods are being shipped from a country other than Canada, Step 6 in the purchasing 

process most likely will involve communicating with Customs officials.   While the 

Purchasing Department’s level of involvement with Customs will differ from company to 

company, Purchasing Clerks should have at least a working knowledge of Canada’s 

import and export procedures and regulations, the organizations that govern them, and 

how companies can ensure they adhere to them. 

 

Some Key Players 
 

Get to know who’s who in Customs: 

Focus on the Details 
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 Customs Brokers 

Companies often employ a licensed Customs Broker who will prepare the documents 

necessary to have items shipped from other countries into Canada, and, in turn, help 

to ensure the timely release of goods; they may also represent the company if the 

Canadian Border Services Agency (CBSA) selects the company’s shipment for a 

documentation review after payment. 

 

Remember!  It is the Purchasing Clerk’s responsibility to ensure that the supplier delivers 

on time (see Step 5, above), and this can’t happen if the proper paperwork is not completed 
properly.  Clearly, the Customs Broker can be an important ally for the Purchasing Clerk, and 
functions as an honourary member of the SCRM team.  

 

More about Customs Brokers… 

 

What they do: 

 Classify products within the Harmonized System (specifying goods based on the 

finished product, not its components or ingredients) and prepare documents to 

clear company shipments through Customs 

 Assist in exporting products for repair, selecting type of transport, and preparing 

related documents 

 Check Customs information for possible benefits for the company, e.g. duty and 

tax exemptions 

 Prepare documents and post bonds for the temporary importation of products 

 Pay necessary duties and taxes to Revenue Canada on behalf of the company 

 

What they don’t do:  

 Stop shipments at the border 

 Ask couriers not to deliver products until they clear Customs 

 Receive any products – they only see the paperwork, not the package itself 

 Submit invoices to the company without checking with Customs or the person 

arranging for the export of products 

 

 Canada Customs 

The Canada Customs and Revenue Agency (CCRA)'s mission is to promote 

compliance with Canada's tax, trade, and border legislation and regulations through 

communication, quality service, and responsible enforcement, thereby contributing to 

the economic and social well-being of Canadians.  Their overall approach is based on 

the belief that most people will voluntarily comply with the law when given the 

opportunity.   To promote compliance, they use a mix of service and enforcement 

strategies, all of which are backed by sound risk management. 
 
Source: Treasury Board of Canada Secretariat website 

http://www.tbs-sct.gc.ca/est-pre/20022003/ccra-adrc/ccra0203rpp02_e.asp 

 

 NAFTA 
The NAFTA Secretariat is an organization established from the North American Free 

Trade Agreement (NAFTA). It administers the processes and procedures to resolve 

http://www.tbs-sct.gc.ca/est-pre/20022003/ccra-adrc/ccra0203rpp02_e.asp
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trade disputes between national industries and/or governments in a fair, timely and 

impartial manner.  

 

NAFTA is comprised of: 
 
 the Canadian Section, located in Ottawa 

 the Mexican Section, located in Mexico City; and 

 the United States Section, located in Washington, D.C. 

 

The Paperwork 
 

The website for the Canadian Border Services Agency (CBSA) describes, in detail, how 

to correctly complete and submit all the paperwork required to legally import goods into 

Canada.  You can find a complete list of CBSA forms online at: 

 

http://www.cbsa-asfc.gc.ca/publications/forms-formulaires/menu-eng.html 

 

The CBSA issues different forms for different purposes, the most common being:   

 

 Accounting for the shipment 

The CBSA requires companies to submit an accounting “package” consisting of the 

following documentation: 

 

1. The Cargo Control Document 

The company’s carrier will send the CCD to the Purchasing and/or Accounting 

departments to inform them that a shipment has arrived and is awaiting Customs 

clearance.  

 

2. The invoice 

The Canada Customs or commercial invoice must indicate all of the following:  

the buyer, seller, country of origin, price paid or payable, and a detailed 

description of the goods, including quantity. 

 

3. Canada Customs Coding Form (B3) 

To account for commercial goods, you usually have to document the importation 

on Form B3, which must include: 
 
 the importer name and the 

import/export account 
 the tariff classification 

 a description of the goods  the value for duty 

 the direct shipment date  the appropriate duty or tax rates; and 

 the tariff treatment or trade agreement  the calculation of duties owing. 

 the country of origin  

 

4. Import permits, health certificates, etc. 

Some goods are subject to the requirements of other federal government 

departments and may need permits, certificates, and examinations.  For example, 

http://www.cbsa-asfc.gc.ca/publications/forms-formulaires/menu-eng.html
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the Canadian Food Inspection Agency examines and gives permits for some meat 

products, and all restricted or controlled drugs require an import permit from 

Health Canada. 

 

5. Tariff Treatments / Trade Agreements 

Tariffs are taxes imposed on the value of goods imported into a country. The tariff 

is usually levied by a national government when the imports cross its customs 

boundary.  The tariff treatment is linked to trade agreements between Canada and 

other countries that may benefit companies by offering lower duty rates. 
 
Source:  http://www.cbsa-asfc.gc.ca/import/acc-resp-eng.html 

 

Companies can present these documents in person or using electronic data 

interchange (if previously authorized). 

 

NOTE:  The bulk of Customs paperwork must be completed in advance of receiving 

products from across the border.  However, part of the process must be completed at the 

time goods are received and declared at the border.  If they are responsible for Customs 

paperwork, Purchasing Clerks need to consult company procedure to ensure they 

complete the right documents at the right time. 

 

 
For your reference… 
 

Here are some common questions about importing and exporting procedures, answered 

by the CBSA: 

 

1. What documentation do I need from the vendor or exporter of goods? 

A:  Vendors or exporters should give you a sales receipt or invoice that describes the 

goods in detail and shows the selling price. They can also give you a certificate of 

origin to qualify the goods for preferential duty rates, such as those under the North 

American Free Trade Agreement (NAFTA). 

 

2. Do other government departments and agencies have import or export 

requirements? 

A: Some goods are subject to other government departments and agencies 

requirements and may require permits, certificates, and examinations. The CBSA 

administers the import and export portions of their legislation on behalf of these 

departments and agencies. Find out whether your company will need additional 

documentation by contacting the appropriate government department. 

 

http://www.cbsa-asfc.gc.ca/import/acc-resp-eng.html
http://www.cbsa-asfc.gc.ca/general/trade_agreements/nafta-e.html
http://www.cbsa-asfc.gc.ca/general/trade_agreements/nafta-e.html
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3. What duties does the company have to pay? Is the company responsible for the 

GST/HST? 

Unless exempt, all commercial goods entering Canada are subject to customs duty 

and the Goods and Services Tax/Harmonized Sales Tax (GST/HST). Depending on 

the goods or their value, some other charges or taxes may apply. 

 

4. Where can I learn more about importing and exporting? 

See the importing and exporting sections of CBSA website. For more information on 

importing commercial goods into Canada, you can also consult the “Importing – A 

Step-by-Step Guide” on the website or contact a CBSA customs office during regular 

office hours. 

 

5. Is the Customs Act available on your website? 

Access the Customs Act on the Justice Canada website. 

To determine the proper classification of goods being imported, consult the Customs 

Tariff – Schedule. 

 

6. What happens if the company does not comply with the requirements of Customs 

legislation? 

The Administrative Monetary Penalty System (AMPS) is a civil penalty regime that 

will secure compliance with Customs legislation through the application of monetary 

penalties. 

The AMPS applies to contraventions of the Customs Act and the Customs Tariff and 

their regulations, as well as contraventions of the terms and conditions of licensing 

agreements and undertakings. 

Seizure and ascertained forfeiture will only be used for the most serious offences. 

The AMPS will impose monetary penalties in proportion to the type, frequency, and 

severity of the infraction.  
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Check and Double-check:  The Customs Audit 
 

With so much paperwork passing through so many different hands, even the most 

perceptive employees need an objective set of second eyes.  A Customs audit, often 

called a Periodic Verification (PV) or Customs Assessment Review (CAR), is a 

process of verifying a business’s compliance with Customs legislation through the 

examination of accounts and other records.  A customs auditor first gathers information 

from the Accounting, Purchasing, and Receiving departments to determine if the proper 

linkages are in place to track the company’s import activities. 

 

Auditors will then ask specific questions to find out if and where there are gaps in import 

tracking and information management, and request specific records to review their 

accuracy.  They may inquire about prices, paperwork matching, NAFTA certificates, 

product descriptions on Customs invoices, and record-keeping methods. 

 

Supervisors and/or management will provide instructions and guidance to all personnel 

involved in the audit. 

 

Internal audits help companies prepare for official Customs assessments – they will 

know in advance where they could improve, have the opportunity to correct mistakes, 

and won’t be taken off guard if auditors find inconsistencies. 

 

 

Rewarding Compliance:  The CSA Program 
 

As part of the Customs Action Plan, the Canada Border Services Agency (CBSA) has 

introduced the Customs Self Assessment (CSA) program, a progressive trade option for 

clients who invest in compliance. 

 

The CSA program is designed to give approved importers access to streamlined 

accounting and payment processes for all of their imported goods. The program allows 

companies to use their own business systems to fully self-assess, take accountability for, 

and successfully meet their customs obligations. 
 
Source:  http://www.cbsa-asfc.gc.ca/prog/csa-pad/menu-eng.html#4 

 

 

For more information … 
 

If you would like to investigate Customs further, start by visiting the following websites: 
 
 Canada Customs Website: http://www.cra-arc.gc.ca/menu-e.html 

 
 Treasury Board of Canada Secretariat: 

http://www.tbs-sct.gc.ca/est-pre/20022003/ccra-adrc/ccra0203rpp02_e.asp 
 

 Canada Border Services Agency:  http://www.cbsa-asfc.gc.ca/menu-eng.html 
 
 NAFTA: http://www.nafta-sec-alena.org/DefaultSite/index.html 

http://www.cbsa-asfc.gc.ca/prog/csa-pad/menu-eng.html#4
http://www.cra-arc.gc.ca/menu-e.html
http://www.tbs-sct.gc.ca/est-pre/20022003/ccra-adrc/ccra0203rpp02_e.asp
http://www.cbsa-asfc.gc.ca/menu-eng.html
http://www.nafta-sec-alena.org/DefaultSite/index.html
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Lesson Summary 
 

We’ve learned about the steps in the purchasing process, and the different thinking skills 

that allow Purchasing Clerks to complete the process successfully.  It is clear that these 

skills make the Purchasing Clerk an invaluable member the SCRM team, and have a 

profound impact on a company’s overall success, by ensuring it remains a competitive 

participant in the business world.  

 

Glossary for Lesson 2 
 
1
Market = the customers for a particular product or service 

 
2
Supply = the amount of goods available at a given price at any time 

 
3
Demand = how many consumers desire the goods that are in supply 

 

 
Next …  
 

Put your knowledge to work! 
 

1. Read and review the material from this lesson. 

 

2. Complete the following questions and exercises and submit them to your instructor 

for grading and feedback. 

 

LESSON 2 QUESTIONS & EXERCISES  
  

Comprehension Questions – Please answer in your own words. /57 marks 

 
Purchasing Functions 

 

1. List and briefly describe the seven steps in the purchasing process.  (14  marks) 

 

1.  

 

 

 

2.  

 

 

3.  
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4.  

 

5.  

 

6.  

 

7.  

 

 

  
The Purchasing Mindset 

 
1. Name the thinking strategies that correspond to each step in the purchasing process.  

(7 marks) 
 

1.  

 

2.  

 

3.  

 

4.  

5.  

6.  

7.  
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Introduction to Customs 

 

1. Why is it important to complete all customs paperwork completely and accurately? 

(4 marks) 

 

 

 

 

 

 

 

 

2. List two things that Customs Brokers do and two things Customs Brokers don’t do. 

(4 marks) 

  
 

 

 

 

 

 

 

3. What is Canada Customs’ mission?  (2 marks) 
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4. What does “NAFTA” stand for?  What does NAFTA do?  (2 marks) 
 

 

 

 

 

 

 

5. Why is it important to provide complete and detailed forms to Canada Customs?   

(2 marks) 

 

 

 

 

 

 

6. List three documents that must be submitted to Canada Customs, and two 

characteristics of each document.  (6 marks) 

 

1.  

 

2.  

 

3.  

 

 

 

7. What are tariffs?  (2 marks) 
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8. Review the Customs information in this lesson and the Frequently Asked Questions 

on importing and exporting to answer the following questions.  Circle either True or 

False.  (5 marks) 

 

1) You do not need a sales receipt or invoice from vendors or exporters. 

 

TRUE  FALSE 

 

2) Other government departments and agencies have no import or export 

requirements. 

 

TRUE  FALSE 

 

3) Customs Brokers can help get your goods released, prepare the necessary 

documentation, and pay duties on your behalf. 

 

TRUE  FALSE 

 

4) All commercial goods entering Canada are subject to customs duty and the 

Goods and Services Tax. 

 

TRUE  FALSE 

 

5) There are penalties for companies who do not comply with the requirements of 

Customs legislation. 

 

TRUE  FALSE 

 

 

9. Why are Customs audits necessary?  (3 marks) 
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10. What are three things Customs auditors may ask questions about during an audit?   

(3 marks) 

 

1.  

2.  

3.  
 

 

11. Who is the CSA program intended for, and what does it allow them to do?   (3 marks) 
 

 

 

 

 

 

Exercises – Application & Reflection 

 

1. PURCHASING REQUEST EXERCISE   /52 marks TOTAL 
 

Review the information on the Purchasing Cycle in Lesson 2 before 

completing this exercise. 
 

SCENARIO         

 

Jim Clark (you) works in the Purchasing Department of Pace Company Inc. 

 

An Administrative Assistant, Lynn Sanders, from the Human Resources department, 

needs help completing a Purchasing Requisition form. Your supervisor has asked 

you to help her complete the form. 

 

She gives you the following information on a yellow sticky: 
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Hi Jim 

 

Here’s my list of things to order. Let me know 

when you’re free so we can order these materials. 

 

Thanks! 

Lynn 

 

10 – 1½ “ white binders 

5 boxes of blue pens 

10 copies of the Employee Manual 

Dividers for the binders 

Microsoft Office 101 (computer book) 

 

 

You meet with Lynn and help her fill out the Purchasing Requisition form with 

the information she’s given him. As you review the information, you realize there 

is some information missing. 

 

1) Vendor Name – The Purchasing Department has a preferred vendor for all of 

these requests, Staples Business Depot. 

 

2) Vendor # - You go into the Purchasing Software Database and look up 

Staples’ vendor number, which is 123456-00. 

 

3) Details regarding printing the Employee Manual – Lynn needs double-sided 

white bond, 3-hole drill, sorted, 10 sets of 153 sheets. 

 

4) Unit Cost - You look up the items in the Staples catalogue, and confirm 

prices with the sales rep, checking for company discounts. Then, you add the 

prices to the Purchasing Requisition form. 

 

The pricing details are as follows: 

 
 

Item      Unit Cost 

 

10 – 1 ½” White Binders   $10.75 

5 boxes blue pens – Staples Brand    7.75 

3 photocopies of Employee Manual    0.06 

 - Cost per page/side 

10 sets 8-tab dividers, 8½ x 11     1.47 

Microsoft Office 101 (computer book)   25.49 

 

 

 

 

(10 sets of 8-tab 

dividers, 8½ x 11, 

inserted as per 

original) 
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5) You determine the total cost, including GST and PST, and Shipping and 

Handling, as per the following details: 

a. Pace Company is a preferred customer, so there is no cost for Shipping 

and Handling  

b. GST is charged on all items. 

c. PST is charged for all items except for books. 

 

6) You pull an extra copy of the Staples catalogue and give it to Lynn so she can 

use it for future reference. 

 

7) You enter Lynn’s department phone number and extension [519)-751-

1111, X 236] in the “Contact for this order” box. 

 

8) Lynn enters her name in the “Requested by” field. You tell her that once the 

form is completed, she needs to get her supervisor to sign under “Signature of 

Supervisor.” 

 

 

9) You enter the Shipping address, and the Name and Address of Staples 

Business Depot. 

 
123 Main Street 

Brantford ON 

N3T 5T2 

 

10) Lynn takes the requisition order to her supervisor, gets it signed, and returns it 

to you. 

 

 

11) You ask Lynn when she needs the supplies so you can include that 

information on the Purchase Order. She needs them by Friday, September 17. 

 

 

12) You check your list of Account Codes that you receive regularly from the 

Accounting Department. The list looks similar to the following: 
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Pace Company Inc. 

 

Account Codes 

 

Department     Code 

 

Operations     OP1245 

(Operating expenses for the 

plant. Does not include 

departmental-specific purchases) 

 

Human Resources    HR2223 

 

Engineering     EN1364 

 

Maintenance     MT9457 

 

 

 

13) You take the completed Purchasing Requisition and enter the information 

in the fields in the purchasing database. You then print off the Purchase 

Order and fax to Staples Business Depot. 

 

 

14) Once the order arrives at the company, the Shipper compares the order 

with the shipping label to make sure all items have arrived.  The order is 

received in the Shipping Department or at Reception. The Shipper or the 

Receptionist contacts Lynn to let her know her order has arrived.  The 

Shipper gives you a copy of the Bill of Lading so you can close the order 

in the Purchasing database. 

 

INSTRUCTIONS        /42 marks 

 

1. Using the information provided in the SCENARIO, fill out the Pace Company 

Purchasing Requisition Form on the next page. 

 

2. Submit the completed form to your instructor for grading and feedback. 

 

PLEASE NOTE:  
 

Marks for this exercise are based on one (1) mark per item required in the Requisition 

Form.  

 

FOLLOW-UP QUESTION       /10 marks 

 

1. Considering Jim’s actions in the scenario, and the information on thinking skills in 

Lesson 2, how did this exercise work to demonstrate a Purchasing Clerk’s 

perceptiveness?  Use specific examples to support your answer. 



Supply Chain Resource Management  STUDENT GUIDE 
(SCRM)                                                        Unit 6A:  The Perceptive Purchasing & Inventory Clerk    
 

Summit College: Academic and Career Studies © 2004 (rev 2017) Page 133 

    

 
Purchasing Requisition  

 Deliver to department: 

 

Attention:   

 

Signature of Supervisor 

 

Requester’s Signature 

 

Purchasing Department 

Contact for this order: 

 

Date Needed:   

 

Please use a separate sheet for each vendor. 

Vendor Name: ________________  

Vendor #: ____________________ 

Vendor Information: 

 

Item # Description QTY Unit Cost 
Total 
Cost 

Account Code # 

1      

2      

3      

4      

 5           

           Totals 

  Subtotal   

  Shipping & Handling   

  GST   

  PST   

    TOTAL  

PLEASE INCLUDE ALL REQUIRED SIGNATURES AND FAX TO: 519-333-4444 

NOTE: The negotiation for and all purchases of, all services, equipment, and supplies is done by 
the Purchasing Department. Any commitment made without the express authority of the 
Purchasing Agent or Assistant is considered a personal transaction and not a company liability. 
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All transactions must be covered by a requisition which must first be cleared through the 
Purchasing Department. 

2. RANKING METHOD EXERCISE    /17 marks TOTAL 
 

SCENARIO 

 

Your company is looking into purchasing new fax machines for three departments in five 

different plants. Ideally, you want to purchase the machines from one supplier so that the 

company qualifies for a cost reduction based on volume. Even though the company plans 

to purchase in large volume, it will help you, the Purchasing Clerk, know how much 

smaller quantities cost, so that you are more informed when negotiating prices with the 

supplier (see the section on Price Negotiation). 
 

 
The company has a set a budget between $80.00 and $250.00 for each machine; the 

machines will be used many times each day for sending substantial documents (often 10+ 

pages at a time), so the company wants to get the most out of the ink/toner.  Remember:  

you want the best value for the money, not necessarily the cheapest machine going! 

 

You create a questionnaire for each department, with a list of features and factors they are 

looking for in a fax machine, and then ask them to weigh each feature or factor, using a 

scale of 1 to 10, as follows, with 1 being unimportant, and 10 being extremely important. 

 

INSTRUCTIONS       /13 marks 

 

NOTE:  The fax machine ranking form on the next page contains simulated data for you 

to work with. You will need this information to complete the Price Negotiation exercise; 

you may go so far as to get quotes from each supplier.  For now, you will: 

 

1. Rate each supplier for each factor.  Remember:  This rating is separate from 

weight – suppliers are rated on their ability to meet the requirements of each 

factor. Use a scale of 1 to 10. 

 

2. Rank the suppliers:  Multiply the weight of each factor by the supplier rating for 

that factor (W x SR); add the supplier ranking for each factor to produce a total 

ranking; list the suppliers by total ranking, revealing the highest ranking supplier. 

 

3. Submit the completed form to your instructor for grading and feedback.  
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S = Staples Business Depot F = Future Shop G = Grand and Toy 

 

Features and Factors  Weight 
Rating of 
Suppliers 

Ranking of 
Suppliers 

Suppliers  S F G S F G 

Cost 10       

Transmission speed (pages per minute) 7       

Input paper tray capacity* 9       

Service & Technical Assistance 8       

Speed dial memory** 7       

Availability of toner cartridges 6       

Ease of operation 7       

Colour printing 3       

Photocopying capabilities 6       

Plain paper over Thermal paper 10       

Functional phone handset 2       

Fax memory*** 7       

Laser printing over Inkjet printing**** 9       

 
*The maximum number of sheets that the paper tray can hold at one time. A larger capacity means you have to 
refill less often, which is especially handy if you leave the fax unattended. 
 
**The machine can be programmed to store commonly dialed numbers so you can press one button to call them in 
the future. You also reduce the risk of misdialing a number. 
 
***The machine can store incoming or outgoing faxes in memory, so that you don't lose important documents 
because the fax is out of paper (out-of-paper reception). It can also send outgoing faxes without your having to 
stand at the machine until the fax is finished (quick scan). 
 
***Laser printing allows a higher volume of documents to be printed before cartridge refill. 
 

 

 

FOLLOW-UP QUESTION       /4 marks 

 

1. Did you find the Ranking Method useful?  Why or why not? 
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3. INFORMATION GATHERING EXERCISE   /15 marks TOTAL 

 

INSTRUCTIONS       

 

Using the Internet, or by contacting the stores directly, research the three suppliers and 

the various fax machines they offer; search or ask questions based on the Scenario above, 

and on the features and factors on the fax machine ranking form. You will use the data 

you collect to negotiate a final price with each supplier to determine which supplier you 

will use for this purchase. 

 

Supplier Contact Brand Model Quantity 
Price (incl. 

S&H) 

Staples 

 

    

Staples     

Staples     

Staples     

Staples     

Staples     

Grand & Toy 

 

    

Grand & Toy     

Grand & Toy     

Grand & Toy     

Grand & Toy     

Grand & Toy     

Future Shop 

 

    

Future Shop     

Future Shop     

Future Shop     

Future Shop     

Future Shop     
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4. PRICE NEGOTIATION EXERCISE    /12 marks TOTAL 

 

INSTRUCTIONS       /9 marks 

 

Refer to the fax machines exercise. Contact each supplier for your fax machines either by 

telephone or in person, and talk to a salesperson about their pricing options for corporate 

purchases. You can tell them that this is an exercise for school.  Find out if there is a 

corporate discount, and/if they have a corporate discount card.  Also determine the 

maximum number of units you would need to purchase to get a discount.  

 

You may also try this exercise on the other suppliers to see if the price per unit reduces if 

you negotiate a corporate or volume discount. 

 

 

Supplier 
Corporate 

Discount? Y/N 
How Much? 

Corporate 

Card? Y/N 

Staples    

Grand & Toy    

Future Shop    

 

 

FOLLOW-UP QUESTION      /3 marks 

 

1. Were you able to negotiate a different price? Why or why not? 
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Lesson 3: The Ins & Outs of Inventory 

 

 

 

Once Purchasing Clerks have done their part to acquire the company’s resources from the 

best supplier for the best price, these resources become inventory:  enter the Inventory 

Clerk.   

 

First, let’s examine how Inventory Clerks make sense of the kinds of inventory for which 

they are responsible. 

 

Inventory Classification I (Type) 
 

 
RECAP… 
 
Inventory refers to the goods and materials held in stock by a business, 

and falls into one of the following categories: 
 
1. Raw materials – purchased items that have not entered the 

production process, but will be used in the production of the finished 

product, e.g. nuts, bolts, flour, sugar   

 

2. Work-in-process – materials that have entered the production 

process but are not yet completed, e.g. subassemblies 

 

3. Finished goods Distribution inventory – completed products 

that are rolled out to consumers/customers, usually from a physical 

distribution centre, e.g. furniture, bread, cookies 

 

4. Maintenance, repair, and operational supplies – these items 

do not become part of the finished product.  They do, however, affect 

the quality of the first three types of inventory, and so are considered 

essential resources, e.g. office supplies, hand tools, spare parts, 

lubricants, cleaning supplies, etc. 

 

 

NOTE:  The category an item falls into depends on the production environment.  For 

instance, sheet steel or tires are finished goods to the supplier, but they are raw materials 

and component parts to the car manufacturer.   

 

On the following page, you’ll find an illustration of how these types of inventory flow 

into, through, and out of the manufacturing facility.  
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Inventory and the Flow of Material

Supplier Supplier Supplier

Raw Materials

Purchased Parts

and

Materials

Work in Process

Finished Goods

Warehouse Warehouse Warehouse

Customer

Demand

Customer

Demand

Customer   

Demand

Inventory and the Flow of Material

Supplier Supplier Supplier

Raw Materials

Purchased Parts

and

Materials

Work in Process

Finished Goods

Warehouse Warehouse Warehouse

Customer

Demand

Customer

Demand

Customer   

Demand

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

With help from his/her SCRM colleagues, the Inventory Clerk must continuously monitor 

this flow to ensure that the information about inventory is timely, accurate, reliable, and 

consistent.  In other words, this information must correspond to the state of inventory 

items as they exist physically within the facility.  As we will see, information about 

inventory is just as significant as the inventory itself.  Remember:  information is also an 

essential resource!
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Inventory Classification II (Function) 
 

These inventory categories can then be classified according to their function, as follows: 

 

 Safety Stock 

Also called fluctuation inventory, buffer stock or research stock, these items are 

held to cover unpredictable fluctuations in supply and demand over time.  If demand or 

lead time is greater than forecast, for example, a stockout will occur; safety stock protects 

against stockouts, and, in turn, prevents disruptions in manufacturing or deliveries to 

customers.   

 

 Anticipation Inventory 

Anticipation inventory arises out of a company’s expectations of future demand.  
Specific items will be produced in advance of a peak selling season (e.g. Christmas), a 

promotional event (e.g. Scratch and Save), vacation shut-downs, or the threat of a strike.  

For more information on the advantages of anticipation inventory, please review Unit 5, 

Lesson 3, p. 15. 
 

 Transportation Inventory 

Transportation inventories exist because of the time needed to move goods from one 

location to another, e.g. from a plant to a distribution centre or customer; they are 

sometimes called pipeline or movement inventories.   
 

 

 

 

 

 

 

In general, formulae (plural of formula) allow you to solve math problems more 

quickly.  Efficiency is a must in the world of Supply Chain Resource Management, 

and formulae can help SCRM personnel come up with necessary numbers promptly – 

especially useful if they are working within deadlines. 

 

The average amount of inventory in transit can be calculated using the following 

formula: 

Where 365 = days per year, I is the average annual inventory in transit, t is transit 

time in days, and A is annual demand.  The transit inventory does not depend upon 

the shipment size but on the transit time in the annual demand.  The only way to 

reduce the inventory in transit, and its cost, is to reduce the transit time. 

 

I = tA

365

I = tA

365
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Example Problem 

 
Delivery goods from a supplier are in transit for ten days. If the annual 

demand is 5200 units, what is the average annual inventory in transit?  

 
Solution 

  
 

 Cycle Inventory 

Also called cycle stock, this is inventory that is ordered from a supplier to meet the 

demand for a certain time period. It is based on a forecast for an item and is re-

ordered at a point where the next delivery will occur just in time to meet demand for 

the next cycle. 

 

 Lot-Size Inventory 

As mentioned in Dennis Lord’s article in Unit 5, this is inventory purchased in 

quantities that are larger than needed to meet current requirements.  Lot sizes allow 

companies to take advantage of price discounts or reduced shipping costs; producing 

larger lots also reduces set-up costs. 

 

 Hedge Inventory 

Hedging refers to any technique designed to reduce or eliminate financial risk.  In the 

case of inventory, there are certain products (e.g. grains, minerals, metals, etc.) that 

are traded on a worldwide market; their prices fluctuate according to world supply 

and demand.  If buyers predict that these prices will rise, they can purchase hedge 

inventory when prices are low.  Hedge inventory is different from anticipation 

inventory in that it is built up in anticipation of events risk that may not actually come 

about, i.e. prices may not go up, but they could, and it is best to be prepared.  This is 

the essence of risk management. 

 

Once Inventory Clerks understand how inventory is classified, they are in a better 

position to effectively manage or control it.   

 

 

I = 
10 x 5200

365
= 142.5 unitsI = 

10 x 5200

365
= 142.5 units
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Inventory Management 
 

Inventory management (IM) is an Inventory Clerk’s primary function.  In Unit 5, we 

defined IM as a system that:   

 

1. Identifies inventory requirements – what, where, when, who, how much? 

2. Sets targets – the levels of inventory needed to meet customer demand  

3. Provides replenishment (restocking) techniques 

4. Reports actual and projected (forecasted) inventory levels   

 

In order to perform these four tasks to the best of their ability, Inventory Clerks must 

practice successful thinking skills; we will consider these skills in detail in this lesson. 

 

IM Objectives 
 

Successful inventory management strategies allow companies to: 

 

1. Maximize customer service 

2. Maximize efficiency of Purchasing and Production 

3. Minimize inventory investment 

4. Maximize profit 

 

Ideally, these objectives would combine to allow for the consistent delivery of the right 

product in the right quantity to the right place at the right time. 

 

As we learned in Unit 5, these objectives often conflict with one another.  As Dennis 

Lord tells us, however, there are ways to reconcile these conflicts.  Please review Lord’s 

article, Inventory – The Necessary Evil? in Lesson 3 of Unit 5 (pp. 16-18). 

 

Perspectives on IM 
 

Inventory Clerks approach inventory management from two different angles: 

 

1. Aggregate IM considers inventories as a whole, according to their major groupings 

(raw materials, work-in-process, finished goods, etc.) and their functions (see above).  

This approach is financially-oriented and concerns the costs and benefits of carrying 

the different categories of inventory. 
 

2. Item IM considers the individual items that make up each inventory category.  In 

order to successfully manage inventory at this level, Inventory Clerks need the 

answers to the following questions 
 

 Which inventory items are most important?  
 How will the items be controlled? 
 How many items should be ordered at one time? 

 When should the orders be placed? 
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Supply and demand patterns influence IM decisions, and are a useful starting point for 

answers.   If supply met demand exactly, there would be little need for inventory at all.  

Goods could be made at the same rate as demand, and no inventory would build up.  For 

this situation to exist, demand must be predictable, stable, and relatively constant over a 

long period of time. 

 

If demand does meet these criteria, manufacturing companies can control production 

on a line-flow basis, matching production to demand.  Using this system, raw 

materials are fed to production as required. Workflow from one workstation to 

another is balanced, so little work-in-process inventory is required, and goods are 

delivered at the rate the customer needs them.  Since the variety of products made is 

so limited, however, demand has to be significant enough to justify setting up the 

system in the first place (will it be worth the time and money?).  These systems are 

common in Just-in-Time manufacturing environments (see Unit 5, Lesson 3). 

 

On the other hand, if, as is often the case, demand is a wild card—not predictable 

enough to warrant a line-flow system—products are usually made in lots or batches.  

Workstations are organized by function, e.g. all machine tools in one area, all welding 

in another, assembly in another, etc.  Work moves in lots from one workstation to 

another as required, and raw materials, work in process, and finished goods 

inventories will build up accordingly.  Under these circumstances, demand says a lot 

about the importance of individual inventory items. 

 

In any event, company management will provide Inventory Clerks with enough direction 

on these points so that the way to the answers is clear. 

 

Next, we will consider the specific strategies that help Inventory Clerks to reach the 

answers to IM questions in systematic, efficient ways.   

 

 

The IM Mindset I:  Evaluating Inventory 
 

Let’s return for a moment to an item from the Inventory Clerk job description in the 

introduction: 

 

Inventory Clerks … maintain stock rotation and dispose of and account for outdated 

stock. 

 

It is this responsibility that allows for the smooth and timely flow of the various 

inventories across the supply chain.  To move towards this goal, the Inventory Clerk must 

first tackle the first two item IM questions:  

 

 Which inventory items are most important?  
 How will the items be controlled? 
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To zero in on the answers, Inventory Clerks, like their Purchasing colleagues, must be 

comfortable in analytical thinking mode, able to interpret, analyze, and evaluate 

inventory information promptly and accurately.  Companies use classification systems to 

support and guide inventory analysis; we will now turn our focus to two of these systems 

– important tools for any Inventory Clerk. 

 

1. Inventory Valuation 
Companies commonly use one of four methods to assign a cost value to their inventory; 

these methods yield information about the relative importance or worth of individual 

inventory items, and direct how stock will be rotated.  The methods are as follows: 

 

 

 First-in, First-out (FIFO) inventory valuation assumes that the items acquired 

first (in other words, those that have been in stock the longest) are sold first.  

Think of FIFO as a “first-come, first-served” approach:  what comes in first is 

handled first. 

 

 Last-in, First-out (LIFO) inventory valuation assumes that the items acquired 

last (in other words, the newest items in stock) are sold first.  LIFO allows 

companies to hold on to older, often less expensive, inventory items, and, in the 

long run, to pay less tax on those items. 

 

 Average Cost method of inventory valuation identifies the value of inventory and 

the cost of goods sold by calculating an average unit cost for all goods available 

for sale during a given period of time, as follows:  

 
 

Average Cost = Total Cost of Goods Available for Sale / Total Quantity of Goods Available for Sale 

 

This method assumes that the end inventory (ready for distribution) consists of all 

items available for sale. 

 

 Standard Cost method of inventory valuation is often used by companies to  

a consistent cost for an item throughout a given year.  This method is a “best 

guess” approach based on known costs and expenses, including past costs and any 

anticipated changes coming in the foreseeable future. 

 

The valuation method a company uses depends on a number of factors, including the 

desired degree of inventory control, the rate of inventory turnover, and the frequency 

of stocktaking (the recording of all inventory on hand).   

 

In general, valuation methods allow Inventory Clerks to focus their stock rotation 

efforts, and report more confidently on the status of inventory. 
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2. A-B-C Classification 
This is another system companies use to determine the relative importance of individual 

inventory items; it also determines the level of inventory control.  A-B-C, then, provides 

answers to two important IM questions simultaneously, and provides Inventory Clerks 

with even more direction when it comes to managing the flow of inventory items. 

 

The A-B-C classification system has its roots in “Pareto’s Law” (named for Italian 

economist, Vilfredo Pareto), and is based on the proposition that a small percentage of 

the population always has the greatest effect.  When we use this principle to determine 

inventory value, we establish a relationship between the percentage of items and the 

percentage of the company’s investment in the inventory (i.e. dollars spent on the items): 

 

 About 10-20% of the items account for about 70-80% of the inventory investment 

–  these are “A” inventory items. 
 
 About 30-40% of the items account for about 15-25% of the inventory investment 

–  these are “B” inventory items. 
 

 About 50% of the items account for about 5% of the inventory investment  

–  these are “C” inventory items. 

 

Notice that these are approximates, there are no “fixed” thresholds for each class; 

different proportions can be determined based on objectives and criteria.  

 
 

Putting A-B-C in perspective … 
 

For a business like Staples, for example, computers and office furniture are the 

items that will bring in the most money, so the company will invest the most 

money in them.  The A-B-C rule tells us, however, that they won’t have as many of 

these high-value “A” items in stock as they will pens, pencils, erasers, etc. – lower-

value “C” items. 

 

Before proceeding to the analysis of inventory items according to their A-B-C 

classification, a company must first:  

 

1. Establish the criteria that will influence the results of inventory management. 

Dollar usage is usually the deciding factor, but can include other considerations 

like unit costs or scarcity (insufficient supply) of materials. 
 
2. Classify items into groups based on established criteria. 

 
3. Apply a degree of control in proportion to the importance of the group. 

 

NOTE:  For our purposes, dollar usage will be our only criteria. 

 

 The A-B-C analysis can then proceed, as follows: 
 
1. Determine the annual usage for each item. 
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2. Multiply the annual usage of each item by its cost to get its total annual dollar 

usage. 
 

3. List the items according to their annual dollar usage. 
 

4. Calculate the cumulative annual dollar usage and the cumulative percentage of 

items. 
 

5. Examine the annual usage distribution, and group the items into A, B, and C 

groups based on percentage of annual usage. 

 

 

 

 
Example Problem 

 
A company manufactures a line of ten (10) items. Their usage and 

unit cost are shown in the following table (next page) along with 

the annual dollar usage. Annual dollar usage is obtained by multiplying the 

unit usage by the unit cost: 
 

Annual Dollar Usage = Unit Usage x Unit Cost 

Steps: 
 
a) Calculate the annual dollar usage for each item. 

b) List the items according to their annual dollar usage. 

c) Calculate the cumulative annual dollar usage and the cumulative 

percentage of items. 

d) Group items into A, B, C classification. 

 
Solution 

 

a) Calculate the annual dollar usage for each item. 

 

Part Number Unit Usage Unit Cost $ Annual $ Usage 

1 1100 2 2200 

2 600 40 24,000 

3 100 4 400 

4 1300 1 1300 

5 100 60 6000 

6 10 25 250 

7 100 2 200 

8 1500 2 3000 

9 200 2 400 

10 500 1 500 
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Total 5510  $38,250 

 
 
b) List the items according to their annual dollar usage (highest to lowest). 

 

c) Calculate the cumulative annual dollar usage, the cumulative percentage of 

annual dollar usage, and the cumulative percentage of items, as follows: 
 

i) Put 24,000 into the first row of the Cumulative Annual $ Usage column. 

ii) Add the first Annual Usage amount (e.g. 24,000) to the next Annual Usage 

amount (6, 000), and put that number in the next row in the Cumulative Annual 

$ Usage column. 

 

iii) Repeat step ii) until all the rows in the Cumulative Annual $ Usage column are 

filled in. 

iv) To get the Cumulative % of Annual $ Usage, divide each Cumulative Annual $ 

Usage amount by the total Cumulative Annual $ Usage (38,250). 

v) To determine the Cumulative % of Items, refer back to the A-B-C rule:  

20% of the items (Class A), account for 80% of the dollar usage; 30% of 

the items (Class B), account for 15% of the dollar usage; 50% of the items 

(Class C), account for 5% of the dollar usage.   
 

When we examine the table below, we see that the first two parts account 

for 78% (nearly 80%) of the Cumulative Annual $ Usage, the next three 

parts account for approximately 15% of the Cumulative Annual $ Usage, 

and the last five parts account for only 5% of the Cumulative Annual $ 

Usage.  Overall, the Cumulative Annual $ Usage dictates the Cumulative % 

of Items in this exercise. 
 

d) Group items in A, B, and C classifications. 
 
  
 
 

Part 
Number 

Annual $ 
Usage 

Cumulative 
Annual $ 

Usage 

Cumulative 
% Annual $ 

Usage 

Cumulative 
% of Items 

Class 

2 24000 24000 62.75 10 A 

5 6000 30000 78.43 20 A 

8 3000 33000 86.27 30 B 

1 2200 35200 92.03 40 B 

4 1300 36500 95.42 50 B 

10 500 37000 96.73 60 C 

9 400 37400 97.78 70 C 

Step b) Step c) Step c) Step d) 

20% of items 

30% of items 

50% of items 

Step c) 
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3 400 37800 98.82 80 C 

6 250 38050 99.48 90 C 

7 200 38250 100.00 100 C 

 

 

 
The A-B-C Curve 
 
The results of an A-B-C analysis can also be plotted on a graph, as follows: 

 

A-B-C & Inventory Control 
 

An item’s A-B-C classification also has important implications for inventory control.  

There are two rules of thumb that will help Inventory Clerks maintain optimal 

inventory levels: 

 

Rule #1:  Stock many low-value (“C”) items. 
 

C items represent about 50% of the items, but account for only about 5% of the total 

inventory value.  In the event of a shortage, however, these items become very 

important, so a supply should always be on hand.  For example, order a year’s supply 

at a time and carry plenty of safety stock. That way, there is only once a year when a 

stockout is possible. 

 

Rule #2:  Use the money and control effort saved on lower-priority items to reduce the 

inventory of high-value (“A”) items. 
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A items represent about 20% of the items and account for about 80% of the inventory 

value. They are extremely important and demand the tightest control and the most 

frequent review. 
 

 

 
Importance/Controls by Classification: 

 

A Items = High Priority – tight controls (precise records, management  

                  involvement) 

 
B Items = Medium Priority – normal controls (good records, normal processing) 

 

C Items = Low Priority – simple controls (plenty of stock, simple records) 

 
 

Both inventory valuation and A-B-C classification systems make it easier for Inventory 

Clerks to assign priorities to different inventory items.  Prioritization is another 

important analytical thinking task, and is a key to successful item inventory management.  

 
 
 
 
 

 
The Value of Forecasting 
 
For most companies, it is not realistic to wait until customers place orders to plan the 

inventory requirements for those orders.  Since customers usually expect prompt 

delivery, manufacturers must anticipate future demand for items, so that they can 

continue to maximize customer service, one of the main objectives of IM.  Forecasting 

can help companies answer the two remaining IM questions: 
 
 How many items should be ordered at one time? 

 When should the orders be placed? 

 

As forecasting often involves using information from the past to predict future need, it is 

essentially a practical thinking strategy.  Inventory Clerks should have a basic 

understanding of forecasting tools. 

 
To learn more about forecasting, and the calculations it involves, please 

read and study pages 29-34 in your Basics of Inventory Management text.  

Your instructor will provide you with a handout that will clarify some of 

the mathematical concepts. 
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Reality Check:  The Costs of Inventory 
 
Classification systems can enable companies to assess the value of inventory, and, 

literally, gain a sense of control over their investment.  As we learned in Unit 5, however, 

the costs associated with inventory are unavoidable.  Understanding these costs and how 

to calculate them is the first step to making them more manageable. 

 

 Item Costs 
Item cost is the price paid for a purchased item:  it consists of the cost of the item and 

any other direct costs associated with moving the item into the plant (transportation, 

custom duties, insurance, etc.).  For items manufactured in-house (on site at the 

plant), costs include direct material, direct labour, and factory overhead (operating 

expenses).  Item costs can usually be obtained from the Purchasing or Accounting 

departments. 

 

 Carrying Costs 
Carrying costs include all expenses incurred by the company due to the volume of 

inventory carried – the more inventory you have in stock, the higher your carrying 

costs.  These costs can be broken down into three categories: 

 

1. Capital costs:  Money invested in inventory is not available for other uses, and as 

such, represents a ‘lost opportunity’ cost. 

 

2. Storage costs:  Storing inventory requires space, workers, and equipment.  As 

inventory increases, so do these costs. 

 

3. Risk costs:  The risks involved in carrying inventory include obsolescence (loss in 

value due to technological advances and the passage of time), damage, theft, and 

deterioration. 

 

Carrying costs vary from industry to industry and from company to company. 

 
Example Problem 

 
A company carries an average annual inventory of $3,000,000.  If they 

estimate the cost of capital is 9%, storage costs are 8%, and risk costs 

are 5%, what does it cost per year to carry this inventory? 
 
Solution 

 
Total cost of carrying inventory = 9% + 8% + 5% = 22% 

 
Therefore, the annual cost of carrying inventory = 0.22 x $3,000,000 = $660,000 

 
 

 

 Ordering Costs 
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Ordering costs are costs associated with placing an order, either within the factory or 

through a supplier.  The annual cost of ordering depends upon the number of orders 

placed in a year.  Factory ordering costs include the following: 

 

1. Production control costs:  These costs depend on the number of orders placed, 

not on the quantity ordered.  

 

2. Setup and teardown costs:  These costs depend on the number of orders placed 

per year, and not upon the quantity ordered. 
 

3. Lost capacity cost – Every time an order is placed at a work centre, the time 

taken to set up is lost as productive output time. This represents a loss of capacity 

and is directly related to the number of orders placed. 
 

4. Purchase order cost – Every time a purchase order is placed, costs are incurred 

to place the order (order preparation, follow-up, expediting, receiving, authorizing 

payment, and the accounting cost of receiving and paying the invoice).  

 

The annual cost of ordering depends upon the number of orders placed in a year.  

Companies can reduce these costs by ordering more items at one time, as they will 

place fewer orders over time. While this strategy will cut costs in one respect, it will 

increase them in another, by driving up the inventory level and annual carrying costs:  

this is one of the inevitable conflicts of inventory management. (See Unit 5, Lesson 

3). 

 
Example Problem 

 

Given the following annual costs, calculate the average cost of 

placing one order. 
  
 Production control salaries = $50,000 

 Supplies and operating expenses for production control department = $16,000 

 Cost of setting up work centres for an order = $170 

 Orders placed each year = 2500 
 
 

FORMULA:  

 

 

 

 

 

 

 

 

 

Average cost =
fixed costs

number of orders

+ variable cost
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Solution 

 

 

 

 

 

 
 

 

 Stockout Costs 
If demand during the lead time exceeds the forecasted demand, companies should be 

prepared for a stockout (no stock or not enough stock). Stockouts can be expensive because 

of back-ordering costs, lost sales, and the potential for lost customers.  Companies can 

reduce the risk of stockouts by carrying safety stock. 

 

 Capacity-Associated Costs 
When output levels change, overtime, hiring, training, extra shifts, and layoffs may 

result.  Companies can avoid these capacity-associated costs by levelling 

production, that is, by producing items in slack periods for sale in peak periods. 

However, this strategy drives up inventory levels in the slack periods – another catch-

22 (see Unit 5). 

 

An awareness of the various costs of inventory, and of the ways companies attempt to 

manage them, helps Inventory Clerks to see the ‘big picture’ of inventory management 

more clearly.  They get a better sense of how the items they monitor and track impact the 

success of the business as whole; in turn, their own role in the business becomes more 

meaningful. 

 

 

The IM Mindset II:  Inventory as Information  
 
Earlier in this lesson, we discussed the systems that companies use to place value on 

individual inventory items; these systems pertain to inventory as it exists physically 

within the plant, store, etc. – as something you can see and feel.  It is important for 

Inventory Clerks to recognize that inventory also exists on paper – usually in the form of 

computerized records and reports.  Inventory Clerks and other SCRM personnel often 

compile data for these reports and enter it into a database. 

 

Average cost =
fixed costs

number of orders

+ variable cost

=
$50,000 + $16,000

2500

+ $170

= $196.40

$66,000

2500

+ $170=

Average cost =
fixed costs

number of orders

+ variable cost

=
$50,000 + $16,000

2500

+ $170

= $196.40

$66,000

2500

+ $170=
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First, we will briefly examine the different types of reports Inventory Clerks may produce 

and/or use as references: 

 

 Inventory Analysis Summary 
This report gives the reader a quick glance at the basic contents of the inventory of one 

type of product.  Following a physical count of all product items, Inventory Clerks 

compare the count to the inventory analysis summary; if there are any discrepancies, they 

would report them to their supervisor.  Depending on company policy, personnel may e-

mail the results, report them in person or enter the information in a formal report. 

 

 Inventory On Hand 
Inventory on hand refers to inventory held by a company at a given point in time. 

There are different methods for counting on hand inventory:  some involve using a 

handheld SKU1
 scanner to count items in stock by “swiping” over the appropriate 

product bar code.  The data is saved in the scanning device, and downloaded into a 

computer database program for reporting purposes.  We will learn more about 

inventory counting methods in the Parts Clerk unit. 

 

 Inventory Transfers 
This report provides details of the transfer of inventory from one location to another 

during a specified period – either within the company or to external customers.  The 

report may include the inventory part number and description, the transfer number 

and date, the amount transferred, the job and phase during which the transfer occurred 

(if applicable), and the general ledger account numbers for the debit and credit 

entries.  Transfer information will appear in the inventory database as well as in the 

company’s accounting system. 

 

 Recommended Reorders (by supplier) 
This report lists items the company will likely want to reorder based on past ordering 

history. Another report, “Inventory Suppliers,” lists company suppliers. 

 
For examples of what these reports look like, please refer to Appendix B:  Inventory 

Reports. 

 
Focus on the details! 
 

In order to ensure inventory data accurately reflects the levels of physical inventory on 

hand, the Inventory Clerk must be detail-oriented, which, as we’ve learned, is another 

important aspect of analytical thinking.  Inventory Clerks must be able to zero in on any 

discrepancies between numbers, and correct them promptly.  This will help prevent 

confusion as information about inventory makes its way back and forth across the supply 

chain.  An eye for detail is especially important if the Inventory Clerk is not the one 

responsible for actually inputting inventory data into the records system; often,  
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companies employ data entry clerks to handle this task.  For this reason, Inventory Clerks 

must keep track of: 
 
 Who is responsible for inputting inventory information. 

 What information they input.  

 When they input the information. 

 How the information might change when it enters the system.  For example:  an item is 

purchased by the case, but the system ‘reads’ each case as the four cartons inside the 

case itself.  The cartons remain in the case for easier storage on the shelves, and are 

counted as a single unit; on paper, however, this inventory appears as four separate 

items.  This seemingly conflicting information could cause mix-ups down the road if 

the Inventory Clerk does not work to follow the trail of inventory from its place in the 

physical world to its life in ‘soft copy’ on the computer.   

 

In this light, we can regard inventory management as a form of information management. 
 
 

The Power of Information! 
 

As a source of such detailed information about such an important resource, Inventory 

Clerks can secure their place as an essential member of the SCRM team – but only if that 

information is reliable.  As Dennis Lord observes: 

 
Inventory accuracy [is] the foundation of every successful inventory control system.  
Trying to control inventory with bad information is futile. You’re simply wasting time and 
money. All replenishment decisions are based on the status of your inventory. If you’re 
going to make reliable delivery promises and keep inventory levels low, your inventory 
records must be 98% accurate every single day (see Unit 5, Lesson 3). 

 

If Inventory Clerks take these words to heart, they will be doing their part to make their 

employer’s inventory management system a success – something the company can be 

proud of. 

 

Lesson Summary 
 

We’ve expanded on the concepts of inventory and inventory management introduced in 

the previous unit, and learned about the systems and thinking skills that help Inventory 

Clerks correctly interpret the status of inventory items.  We also returned to the subject of 

inventory costs, and reflected on the reality that attempts to manage them often only 

result in other costs – every job has its own unique challenges, and this is one of them.  

While Inventory Clerks may not be in the position to resolve all of the cost conflicts, they 

can prevent potentially costly miscalculations by balancing physical inventory with the 

flow of information about it.  By accepting this challenge, Inventory Clerks put their 

perceptiveness to the test, and prove their value to the business. 
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Glossary for Lesson 3 
 
1
SKU = Abbreviation for Stock Keeping Unit, a unique identifier (e.g. a number) for each of the 

distinct products that can be ordered from a supplier and held in stock by a business.  SKUs 
enable businesses to systematically track their inventory as it exists physically within the 
warehouse, store, etc. 
 

 

 

Next …  
 

Put your knowledge to work! 
 

1. Read and review the material from this lesson. 

 

2. Complete the following questions and exercises and submit them to your instructor 

for grading and feedback. 

 

LESSON 3 QUESTIONS & EXERCISES  
  

Comprehension Questions – Please answer in your own words. /40 marks 

 

1. Briefly describe the two ways of classifying inventory, and provide an example of 

inventory in each class.  (6 marks) 
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2. List the four objectives of inventory management (IM)  (4 marks) 

 

1.  

2.  

3.  

4.  

 

 

3. Briefly describe the two perspectives on IM.  (4 marks) 

 

 

 

 

 

 

 

 

4. What four questions need to be answered before inventory items can be evaluated 

properly?  (4 marks) 

 

1.  

2.  

3.  

4.  

 

 

5. Briefly describe two systems that help provide answers to those questions.  (4 marks) 
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6. a) Name and briefly describe three kinds of inventory costs.  (6 marks) 

 

 

 

 

 

 

 

 

 

 

b) What is meant by the “catch-22” of inventory costs?  (3 marks) 

 

 

 

 

 

 

 

7. Briefly describe two kinds of inventory reports.  (4 marks) 
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8. Briefly discuss the importance of inventory accuracy, and how Inventory Clerks can 

work to maintain it.  (5 marks) 

 

 

 

 

 

 

 

 

  

 

Exercises – Application & Reflection     /35 marks 
 

1. CARRYING COSTS PROBLEM 

 

A company carries an average annual inventory of $2,000,000. If they estimate the 

cost of capital is 10%, storage costs are 7%, and risk costs are 6%, what does it cost 

per year to carry this inventory?  Please show your work.  (5 marks) 
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Your solution: 

 

 

 

 

 

 

Total cost (as a percentage) of carrying inventory = ___________________________ 

 

 

Annual cost of carrying inventory = _______________________________ 
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FOLLOW-UP … Think about it! 

 

Brainstorm some ways a company might go about reducing its carrying costs.   

(5 marks) 

 

 

 

 

 

 

 

 

 

2. ORDERING COSTS PROBLEM 
 

Given the following annual costs, calculate the average cost of placing one order.  

Please show your work.  (5 marks) 

 

 Production control salaries = $60,000 

 Supplies and operating expenses for production control department = $15,000 

 Cost of setting up work centres for an order = $120 

 Orders placed each year = 2,000 

 

Your solution: 

 

 

 

 

 

 

 

 

 

 

 

 

 

Average cost for one order = _______________________________ 
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FOLLOW-UP … Think about it! 

 

As we’ve learned, companies can reduce their ordering costs by ordering more items at 

one time, but this will increase their inventory carrying costs.  In your opinion, which is 

the lesser of the two “evils” – high ordering costs or high carrying costs?  Can you think 

of any ways a company might balance the two?  (5 marks) 

 

 

 

 

 

 

 

 

 

3. A-B-C ANALYSIS 

 

Over the past year, a company has sold the following ten items. The following table 

shows the annual sales in units and the cost of each item. 

 

Step 1  (5 marks) 
 

a) Calculate the annual dollar usage of each item 

b) List the items according to their total annual dollar usage 

 

Step 2  (5 marks) 
 

a) Calculate the cumulative annual dollar usage and the cumulative percentage of 

items 

b) Group the items into A, B, C groups based on percentage of annual dollar usage. 

 

NOTE:  Please refer to the A-B-C analysis example in Lesson 3 (pp. 49-50, above) 

for instructions on calculations. 
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Your Solution 
 

For Step 1 

                    

 

Part Number Annual Unit Usage Unit Cost $ 
Annual $ 

Usage 

1 21,000 2  

2 20,000 1  

3 4,800 6  

4 12,000 1  

5 100,000 1  

6 2,500 3  

7 1,600 2  

8 30,000 2  

9 4,000 4  

10 5,000 1  

 

 

For Step 2 

 

a) Calculate the cumulative annual dollar usage, the cumulative percentage of annual 

dollar usage, and the cumulative percentage of items. 

 

b) Group the items into A, B or C classifications based on the cumulative annual dollar 

usage. 

 

b) List items a) Calculate 
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Part 
Number 

Annual $ 
Usage 

Cumulative 
Annual $ 

Usage 

Cumulative 
% Annual $ 

Usage 

Cumulative 
% of Items 

 
Class 

      

      

      

      

      

      

      

      

      

      

 

 

 

FOLLOW-UP … Think about it! 

 

How do you think a tool like A-B-C analysis helps an Inventory Clerk to demonstrate 

his/her perceptiveness on the job?  (5 marks)
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Appendix A:  Associations 

 

 

 

Following is a list of some of the organizations that represent Purchasing and Inventory 

occupations. 

 

 APICS (The Educational Society for Resource Management) 

http://www.apics.org/default.htm 

 Canadian Association of Supply Chain & Logistics Management (SCL) - 

www.infochain.org  

 Canadian Association of University Business Officers (CAUBO) - www.caubo.ca  

 Chartered Institute of Purchasing & Supply (CIPS) - www.cips.org  

 Canadian Institute of Traffic and Transportation (CITT) - www.citt.ca  

 Canadian Professional Logistics Institute (CPLI) - www.loginstitute.ca  

 Ivey Purchasing Managers Index (IPMI) - iveypmi.uwo.ca/pmindex.html  

 Journal of Internet Purchasing - www.arraydev.com/commerce/jip  

 Materials Management Institute (MMI) -- http://www.mmi-igm.ca/  

 PMAC – www.pmac.ca 

 Progressive Purchasing Online -- www.frasers.com/pmacnewsletter/fraspmac.cfm  

 Propurchaser -- www.propurchaser.com  

 Purchasing B2B - http://www.bizlink.com/purchasingB2B.htm  

 Supply Chain Council -- www.supply-chain.org  

 

http://www.apics.org/default.htm
http://www.infochain.org/
http://www.caubo.ca/
http://www.cips.org/
http://www.citt.ca/
http://www.loginstitute.ca/
http://iveypmi.uwo.ca/pmindex.html
http://www.arraydev.com/commerce/jip/
http://www.mmi-igm.ca/
http://www.pmac.ca/
http://www.frasers.com/pmacnewsletter/fraspmac.cfm
http://www.propurchaser.com/crosslinks/pmac.asp
http://www.bizlink.com/purchasingB2B.htm
http://www.supply-chain.org/
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Appendix B:  Inventory Reports 

 

 

 

Inventory Analysis Summary 
 

This is an example of an inventory analysis summary report from the automotive sales 

industry.  The report gives the reader a quick glance at the basic contents of vehicle 

inventory.  Any of the lines may be selected to view further detail, all the way to the 

actual Inventory Record of the vehicle. 
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Inventory on Hand 
 

Inventory on hand refers to inventory that is currently available in stock.  Inventory 

personnel may use a handheld bar code scanner to count inventory, or they may have to 

count inventory by sight and record their findings on paper to be entered into the database 

later that day. 

 

 

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 

 
Inventory on Hand Example 

  
  

Employee Name:  Jim Rogers 

Product: Work Gloves  

Date of Inventory Count: September 30, 2004 

Supervisor:   Kevin Sparks 

Attention: Count inventory items on hand for each SKU #  separately.  

 

No Brand Size Type SKU # Supplier Location Count 

1 Gloveworks Lite S Light Cloth JKL123456 Workrite SR1 57/PR 

2 Gloveworks Lite M Light Cloth JKL123457 Workrite SR1 35/PR 

3 Gloveworks Lite L Light Cloth JKL123458 Workrite SR1 42/PR 

4 Gloveworks Lite XL Light Cloth JKL123459 Workrite SR1 16/PR 

5 
Gloveworks 
Heavy Duty 

S Cloth/Rubber MNO45678 Workrite SR2 89/PR 

6 
Gloveworks 
Heavy Duty 

M Cloth/Rubber MNO45678 Workrite SR2 75/PR 

7 
Gloveworks 
Heavy Duty 

L Cloth/Rubber MNO45678 Workrite SR2 23/PR 

8 
Gloveworks 
Heavy Duty 

XL Cloth/Rubber MNO45678 Workrite SR2 3/PR 

9        

10        
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Inventory Transfers 
 

This report provides details of the transfer of inventory from one location to another 

during a specified period – either within the company or to external customers.  The 

report may include the inventory part number and description, the transfer number and 

date, the amount transferred, the job and phase during which the transfer occurred (if 

applicable), and the general ledger account numbers for the debit and credit entries. 
 
 
 

Date: 01/03/03 at 8:04 AM 

                            Inventory Transfers Report 

                            Twinpeaks Software 

                               Current File 

Cd          Cat    Vendor  Reference Quantity  U/M    Unit Cost  Ext Cost 

== ======== ====== ======  ======== ========== =====  ========== ========== 

 

 Item ===>    UTDD / Thick Donut Dough 

 

F  04/19/00 DOUGH          Auto         -7.000 LB         0.5319      -3.72 

 

U  05/25/00 DOUGH          List for    -63.360 LB         0.5319     -33.70 

 

U  08/28/00 DOUGH          List for    -63.360 LB         0.5319     -33.70 

 

U  08/31/00 DOUGH          List for    -63.360 LB         0.5319     -33.70 

 

U  04/25/01 DOUGH          List for    -79.200 LB         0.5319     -42.12 

 

U  04/26/02 DOUGH          List for   -102.960 LB         0.5319     -54.76 

 

U  06/06/02 DOUGH          List for   -102.960 LB         0.5319     -54.76 

 

F  07/24/02 DOUGH                      475.200 LB         0.5319     252.75 

 

U  09/09/02 DOUGH          List for    -63.360 LB         0.5319     -33.70 

 

 Subtotal  

                                       -70.360                       -37.42 

 Item ===>    Z-BAKE / Cookie Dough 

 

F  04/19/00 BR             Auto         -7.000 EA         1.3135      -9.19 

 

F  12/20/02 BR                        2967.000 EA         1.3135    3897.15 

 

 Subtotal  

                                      2960.000                      3887.96 

 

*** Total *** 

                                    101004.394                    323780.87 
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Recommended Reorders Report 
(by Supplier) 
 

This report lists items the company would likely want to reorder based on past ordering 

history.  Another report, “Inventory Suppliers” lists company suppliers. 

 

 
 

Date: 10/10/01 at 8:41 AM  

 

Twinpeaks Software 

Reorder Report by Supplier  

 

Item Number        Projected    Order Pnt      Recommended  Total Recom. 

Vendor P/N         Stock Level  Order Qty      Reorder Qty  Order Cost 

===============    ============ ============   ============ ============ 

 Recommended Reorder from Vendor ===>    ABC1 / Advanced Business 

 

IFLALLP              -25.09850         2.000         27.09        54.831 

HA-2002                                5.000 

 

 Subtotal  

                                                                  54.831 

 

 Recommended Reorder from Vendor ===>    GEO / Box and Bag Inc. 

 

CRAFTER                5.00000        25.000         20.00        40.666 

789                                    5.000 

 

 Subtotal  

                                                                  40.666 

 

 Recommended Reorder from Vendor ===>    SUPCO / Paper and More Co. 

 

I10330               253.75050       300.000         46.24       813.991 

CBW19756                              15.000 

 

 Subtotal  

                                                                 813.991 
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Introduction 

 

 
 

What’s in it for you? 

 

This unit will provide you with the information you will need to both 

act and communicate confidently on the job as a Production Clerk.  

Some of the material will be ‘technical’ in nature – systems, techniques, 

terminology, etc. exclusive to the production environment; you will also 

learn, however, about the many transferable skills that you can take 

with you – skills that are useful in any workplace and in life in general. 

 

While it is true that their responsibilities overlap with those of Purchasing & Inventory 

and Parts personnel (remember:  they are connected to each other by the supply chain), 

Production Clerks do have a unique place in the world of Supply Chain Resource 

Management.  We can count many duties and attributes (both technical and transferable) 

as Production specialties – without them, it would be impossible for a business to run 

smoothly and efficiently.  

 
 
Unit Length:  30 Hours + Assigned Homework 

 

Grading:  Student Guide Questions / Exercises   80% 

 Participation                                         20% 
 
 
 

Your Resources 
 

1. SCRM Summit Student Guide (what you’re reading right now) – main content 

 
 
Study Sequence 
 

Lesson / Topic Reading from… Exercises (Student Guide) 

Introduction Student Guide 
 Places to Work (p. 3) 

 Brainstorming (p. 4) 

1:  Your Place in the Chain Student Guide 
 Comprehension Questions (pp. 12-14) 

 Application & Reflection (pp. 14-15) 

2:  The PCC’s Resources Student Guide 
 Comprehension Questions (pp. 22-24) 

 Application & Reflection (p. 24) 
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3:  The Scheduling Process Student Guide 
 Comprehension Questions (pp. 32-34) 

 Application & Reflection (p. 34) 

 

 

 

Jobs, jobs, and more jobs! 
 
Production Clerks (NOC 1523) co-ordinate and expedite the flow of work and materials within 
an establishment, prepare work and production schedules and monitor the progress of 
production and construction projects. Production clerks are employed by manufacturing and 
construction companies, printing and publishing companies and other industrial establishments. 
 
When job searching on the Internet or in the newspapers, check for any of the following sample 
job titles (note that there are more titles listed on the NOC website): 
 
 expediter 

 material estimator 

 production clerk 

 production co-ordinator 

 production scheduler 

 scheduling clerk 
 supply chain co-ordinator – production 

 traffic control clerk 

 
Main duties -- Production Clerks may perform some or all of the following: 
 
 Compile detailed worksheets and specifications from customer orders 

 Estimate type and quantity of materials and labour required for production, construction, and 
other projects 

 Consult with production supervisor to schedule production runs in a cost- and time-efficient 
manner 

 Meet regularly with other production clerks, warehouse, production and construction 
supervisors and purchasing and inventory clerks to co-ordinate activities between warehouses 
and production floors or construction sites  

 Co-ordinate and monitor the movement of parts, supplies and materials within an 
establishment and ensure that supplies, materials and products are shipped and received on 
schedule  

 Prepare and maintain various reports on the progress of work, materials used, rates of 
production and other production information, using manual or computerized systems. 

 
Source:  http://www5.hrsdc.gc.ca/NOC/English/NOC/2011/QuickSearch.aspx?val65=1523  

http://www5.hrsdc.gc.ca/NOC/English/NOC/2011/QuickSearch.aspx?val65=1523
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Places to Work 
 
 
 EXERCISE … Explore the possibilities! 

 

Step 1: Search the Internet for job postings available to Production Clerks using 

the example job titles on the previous page as key words.  

 

Job Search Resources 
 
Here are some popular job sites to help you with your search: 

 

 Service Canada’s Job Bank 

http://jb-ge.hrdc-drhc.gc.ca/Intro_en.aspx 

 

 Workopolis 

www.workopolis.com 

  

 Best Jobs Canada 

http://www.bestjobsca.com/ 

 

 Monster 

http://www.monster.ca/ 

 

For postings specific to Supply Chain Resource Management, visit the APICS 

(Association for Operations Management) website: 

 

 APICS Career Centre 

http://jobs.apics.org/search.cfm 

 

Step 2: After printing the postings, read them carefully, and locate the following 

items: 

 

1. Task lists 

2. Educational requirements 

3. Work experience requirements 

 

Step 3: Next, ask yourself: 

 

 Are there similarities in job requirements across the different job postings? Are 

there any differences? 

 

 What job requirements do you have already? Which ones will you need? 

 

Step 4: Write down your thoughts and discuss them with your instructor. 

http://jb-ge.hrdc-drhc.gc.ca/Intro_en.aspx
http://www.workopolis.com/
http://www.bestjobsca.com/
http://www.monster.ca/
http://jobs.apics.org/search.cfm
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Brainstorming 
 

 

 

EXERCISE … What do you think? 

 

By this time, you’ve learned a bit about what Production Clerks do, and had a 

chance to investigate what employers are looking for.  Now, it’s your turn. 

 

4. Compile a list of key attributes, skills, etc. that you feel will help a job seeker 

gain employment as a Production Clerk. 

 

5. Once your list is complete, draft your own Production Clerk job posting, and 

produce a final copy using the computer. 

 

6. Discuss your posting with your instructor. 

 

As you expand your knowledge of the production working environment, you will 

return to your job posting from time to time to develop it further. 
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Lesson 1:  Your Place in the Chain 

 

Let’s review the concept of the supply chain—that vital network of materials and 

personnel that drive manufacturing systems.  At this point, we’ll consider exactly where 

in the chain the Production Clerk fits. 
 
 

    

 

 

 

 

 

 

 

 

 

 

 

 
 
Production Clerks are most directly concerned with the planning and control* of:   

 

1) The materials (resources) as they are moving through the production process 

2) The labour (also a resource) involved in keeping those materials moving 

 

*In light of this focus, we will, from now on, refer to Production Clerks as Production 

Control Clerks (PCC).  This expanded title makes the nature of the job more specific.  

Remember:  control refers to the regulation and guidance of resources during the 

manufacturing process (see Unit 5, Lesson 2). 

 

RECAP … 
 
In Unit 5, we talked about how planning and control activities involve the thought processes that 
come with making the best use of a manufacturing system and of the resources (materials, 
personnel, or both) that help it to run.  The thought processes PCCs use most often are 

decision-making and problem-solving. 

 

In order to plan and control these resources effectively, PCCs must first ask, and be able 

to answer, questions like: 
 
 What are the materials, and how much do we need? 

 Where are the materials going? 

 How are they going to get there? 

 When are they going to get there? 

 Who is responsible for getting them there?  

Supplier Manufacturer Distribution Centre Customer 

Physical 
Supply 

Planning 
& Control 

Physical 
Distribution 

Raw Material In-process 
Materials 

Finished 
Goods 

INFORMATION 
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Production Control Clerk as Decision-Maker  
 

What? When? How? Where? Who?  After he/she finds and absorbs the answers to these 

questions, the PCC must use that information to decide on the best way to co-ordinate 

production.  The result?  With the help and commitment of everyone in the supply chain, 

production processes run smoothly, resources are used effectively and efficiently, and 

customers are consistently satisfied. 

 
Introduction to Scheduling 
 
In the majority of manufacturing environments, a scheduling system facilitates decision-

making for a Production Control Clerk.  With respect to production, scheduling has been 

defined as “‘allocating a set of resources [like machines or the people who operate them] 

to perform a set of tasks’” (McKay & Wiers, 3).  The scheduling system will help PCCs 

make decisions concerning: 
 
 When to release jobs1

 for production 

 How to prioritize jobs that require the same resources 

 What resources (people or equipment) to assign to jobs 

 What resources to reassign from one job to another 

 When jobs should be started 

 When to interrupt jobs that should be halted 

 
Here is what a typical production scheduling system might look like: 

 

 

 

 

 
 
 
 
 
 
 
Source:  Herrmann, Information Flow and Decision-Making in Production Scheduling, p. 3.   

Reprinted with permission. 

 

This diagram depicts production scheduling as a feedback control system.  This model 

is appropriate, when we consider how important the bidirectional flow of information 

(feedback) is in maintaining the strength of the supply chain as a whole (see Unit 5, 

Lesson 2).  

 

In terms of production scheduling specifically, we can see from the diagram that 

information—and subsequent decisions—about a number of factors contributes to the 

development and maintenance of the schedule.  These factors include: 

 

 the set of jobs that need to be completed 

 the status of those jobs, and the release of those that are ready to begin 

Production 
Schedule 

Order
2
 

release 

Schedule 
update 

Shop
3
 New jobs Jobs 

Changes to jobs Disturbances 

State:  jobs, resources 
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 any changes to the state of the jobs 

 information about the state of the shop (e.g. jobs and resources) 

 

The theory behind scheduling systems can become fairly complex.  For our purposes, we 

can define a production scheduling system simply as: a system of decision-makers that 

transforms information about the manufacturing system into a plan, or schedule 
(Herrmann, 3). 

 
Gathering Scheduling Information 
 

So that they can make the most informed decisions possible, and, in turn, formulate and 

maintain the most accurate schedules, it is essential that PCCs stay in tune with the 

activities of their Purchasing, Inventory, and Parts colleagues, as well as other parties in 

the supply chain.  Production schedules take shape with information from a wide variety 

of sources, including: 
 
 Manpower planning:  the who? – e.g. the number of workers, the shifts they are 

working, their skills, etc. 

 Material records:  the what? – e.g. any special orders, substitutions or processing of 

material (usually based on information from or about suppliers) 

 Bills of material:  more what? – e.g. what materials go into making what product, and 

in what quantities 

 Process routings:  the how? – e.g. the operations used to make the product, the 

resources needed per operation, setup requirements, time per piece, etc. 

 Current inventory levels:  the how much? – e.g. do we have enough items (raw 

materials, purchased parts, etc.) in stock to get the job done, and done on time? 

 Purchase orders:  the what and for how much? – e.g. any receipts or outstanding 

purchase orders 

 Shipping and receiving records – the what? when? and where?  e.g. what materials 

were shipped, when did they arrive, what condition were they in, and where did they go 

when they arrived? 

 Order and delivery information 

 Projected or forecasted sales 

 Holidays, preventative maintenance, and engineering changes (changes to product 

design) are other secondary factors that can impact a production schedule. 
 
(List adapted from McKay & Wiers, pp. 90-92) 
 

We will discuss the connections between the different SCRM departments in more detail 

in the next lesson. 

 
 

The Schedule:  The PCC’s Game Plan 
 
Once a PCC has accounted for all these factors to the best of his/her ability, and with the 

co-operation of the entire supply chain, he/she can begin to formulate a production 

schedule.  The schedule itself can be defined as “‘a plan with reference to the sequence 

of and time allocated for each item or operation necessary to complete the item’” 

(Vollmann et al. in McKay & Wiers, 3). 
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The key word in this definition is plan.  In most manufacturing environments, the most 

straightforward way for a PCC to keep track of the plan is through an illustration of it, 

usually in chart form. 

 
 
THE      CONNECTION 
 
 
Think, for example, of your own Summit timeline – it is essentially a plan that allows you to 
visualize and monitor your progress through your program:  it shows you the sequence of the 
program units, the time allotted for each unit, lesson, etc., and what you have been doing and still 
need to do to complete each unit within the time allotted.  Your timeline, then, is your own 
personal production schedule of sorts. 

 

Production schedules or plans are commonly represented using a tool called a Gantt 
Chart.  A Gantt chart is a kind of bar chart constructed with a horizontal axis 

representing the total time span of a project, broken down into increments (for example, 

days, weeks, or months) and a vertical axis representing the tasks (in this case, 

manufacturing jobs) that make up the project. 
 

3/3/2008 3/13/2008 3/23/2008 4/2/2008 4/12/2008 4/22/2008 5/2/2008 5/12/2008 5/22/2008

Job 1

Job 2

Job 3

Job 4

Job 5

Job 6

Job 7

Job 8

 
 

Using the Gantt chart, a PCC knows at a glance the start times and durations of the 

various jobs, and can also see whether certain jobs will overlap or can be completed 

independent of other jobs.   

 

For more information, and examples of Gantt charts used in various contexts, please visit 

the Gantt Charts website at:  http://www.ganttchart.com/. 

 

Keep in mind that PCCs are not solely responsible for creating these kinds of scheduling 

tools – input from the entire supply chain is necessary to generate an accurate 

representation of the production process.  It is the PCC’s job, however, to continuously 

monitor the execution of the schedule, to identify problems regarding parts of the 

http://www.ganttchart.com/
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schedule, and to adjust the schedule (or recommend adjustments) based on the 

information about the problem available to the PCC at the time. 
 

Production Control Clerk as Problem-Solver 
 
Disruptions are a fact of life in any manufacturing environment.  The reality of change is 

something you need to come to terms with before you can really feel at home in your role 

as a PCC.  In a perfect world, all schedules would result in a flawlessly sequenced and 

timed set of jobs.  While you should always aim for the ideal, accepting that it may not 

always be attainable or practical in the real world is an important part of the learning 

process for anyone entering a profession where unpredictability is a factor.  This takes in 

almost any job imaginable! 

 

 
THE      CONNECTION 
 
 
As a student at Summit, you have had to accept the reality of change – in this case, change that 
comes with your return to school, and, ultimately, with a new career.  Also, there may be times 
when your program does not always go according to plan, and your timeline may need to be 
adjusted.  Your ability to ‘roll with’ and adapt to changing circumstances will serve you well in your 
role as a Production Control Clerk. 

 

Once you become accustomed to the uncertainty you’ll be facing as a PCC, you will be 

better prepared to meet and deal with the scheduling challenges that may arise.  These 

challenges may include any of the following: 
 
 Variations in processing times 

 Variations in yield (the amount produced) 

 Machines break down 

 Machine operators get sick 

 Product specifications are unavailable 

 Customers place rush orders or cancel orders 

 Suppliers deliver late or not according to specifications 

 Work is not completed as expected overnight 

 Material fails a quality test 

 
Partial Solutions:  Doing what you can with what you’ve got at the time 
 
It is important to note that, depending on the issue, it is not always feasible for a PCC to 

attempt to solve the complete scheduling problem; time constraints may make it more 

realistic for the PCC to come up with only a partial solution.  For example, in the wake 

of a disruption, machine operators may need guidance at the start of their shift, but the 

information required for a full analysis of the problem’s impact on the schedule will not 

be available to the PCC until an hour or so after the shift has begun.  In a case like this, 

the PCC would update the schedule based on what he/she is aware of at the time, and 

delay updating the part of the schedule that requires further investigation (McKay & 

Wiers, 13).  In the PCC’s world, a quick fix is definitely better than no fix at all! 
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SURVIVAL TIP …  
 
The trick is in learning what you need to do when – what you need to make decisions about right 
away, what you can put off, etc.  Once you have accepted the fact that, in the real world, full 
solutions are not always possible (or preferable), you can work toward finding the most effective 
solutions in the time you have, and not waste time worrying about what you can’t fix.   
 
Remember, though, that, in the case of production control, putting off tackling the whole problem 
in favour of minimizing its immediate impact is not the same as procrastination; the PCC is simply 
being realistic and exercising common sense and good judgement.  Finding effective partial 
solutions is a time management skill – not an indication of failure or lack of motivation. 

 

Different Degrees of Uncertainty 
 
As problem-solver, a PCC also needs to understand that certain types of uncertainty are 

not entirely unpredictable – in many cases, this too is a matter of common sense.  For 

example:  “if an item has not been manufactured for a long time, it is likely that things 

will not work as expected; if a process is pushed to its limits, it is possible that those 

limits cannot be sustained for long periods; if a resource is repaired or upgraded, it is 

possible that the repair or upgrade was not performed correctly” (McKay & Wiers, 14).  

Generally, a PCC can anticipate these kinds of disruptions, find solutions ahead of time, 

and avoid surprises – this is proactive4 problem-solving, a thought process we will 

explore in more depth in the next lesson. 

 

What Does it Take? 
 
There are certain attributes that will help a potential PCC make effective decisions and 

solve problems successfully, and, in turn, make him/her an asset to any business.  These 

attributes take in both job-specific knowledge and more generally applicable, transferable 

skills. 

 

JOB-SPECIFIC KNOWLEDGE 
 

 Basic concepts of manufacturing – production, inventory, MRP logic 

 Unique aspects of the manufacturing firm itself – anything non-standard 

 Products and processes of the firm 

 Demand, production requirements 

 Production capability – where, how, who 

 Where things come from, where they go to 

 Expected results of any production activity – durations, yield, side effects 

 The present state of all these variables – capability, availability, quantities, yield, 

location, quality 

 The relationships between these variables 

 The degrees of freedom in each variable 

 The future or anticipated state of the variables 
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TRANSFERABLE SKILLS / VALUES 
 

 Excellent memory 

 Attention to detail 

 Inquisitive nature – you’re curious, you ask questions 

 Creativity 

 Love of puzzle solving 

 Personal need for neatness and orderliness, for seeing things happen the way they 

should 

 Ability to develop and use planning strategies – proactive problem-solving, time 

management, etc. 

 Communication 

 Negotiation 

 Deadline-oriented – work well under pressure 
 
(Lists adapted from McKay & Wiers, pp. 73-77) 
 
In the next lesson, we will explore in more detail those tasks that lead to the PCC’s 

ultimate goal: an effective production schedule.  We will also take time to reflect on the 

reality that many of a PCC’s decisions are based on his/her consideration of factors 

beyond a company’s formal scheduling procedure.  As we will see, many of the 

transferable skills listed above will make it easier for the PCC to contend with this reality. 

 

Lesson Summary 
 
We’ve seen just how Production Clerks fit into the grand scheme of Supply Chain 

Resource Management, and expanded our understanding of the role to include the 

concept of control.   From there, we established the PCC’s domain as one centred in 

decision-making, and—inevitably—in problem-solving.  Scheduling, and the diverse 

information it requires, was introduced as the key to production decision-making, and 

was illustrated using a common scheduling tool, the Gantt chart.  We briefly examined 

the kinds of problems that can disrupt production scheduling, some more predictable than 

others.  Finally, we itemized the qualities that will help prepare you for employment as a 

PCC. 
 

Glossary for Lesson 1 
 
1
Job = a specific run, batch, lot or other distinct group of production with an identifiable beginning 

and end, and to which material usage and labour charges can be meaningfully assigned. 
 
2
Order = the document signalling the start of a manufacturing process or job 

 
3
Shop (also ‘job shop’) = a small manufacturing operation that handles specialized manufacturing 

processes such as small customer orders or small batch jobs 
 
4
Proactive = serving to prepare for, intervene in, or control an expected occurrence or situation, 

especially a negative or difficult one 
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Next …  
 

Put your knowledge to work! 
 

1. Read and review the material from this lesson. 

 

2. Complete the following questions and exercises and submit them to your instructor 

for grading and feedback. 

 

 

LESSON 1 QUESTIONS & EXERCISES / 60 marks TOTAL 

 
Comprehension Questions – Please answer in your own words.  / 35 

 

1. Where in the supply chain would you find a Production Clerk?  (2 marks) 

 

 

 

 

         

 

2. What is the rationale behind adding the word “control” to the Production Clerk job 

title? (3 marks) 

 

 

 

 

 

 

 

 

3. a) What are the two thought processes used most often by PCCs?  (2 marks) 
 
 

1.  

2.  
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b) What is the main thought-based function a PCC performs on the job? (1 mark) 

 

 

 

 

 

4. List three decisions a scheduling system can help a PCC to make. (3 marks) 

 

1.  

2.  

3.  

 

 

5. List and briefly describe four sources of scheduling information.  (8 marks) 

 

1.  

 

2.  

 

3.  

 

4.  

 

 

 

6. Briefly describe the format of a Gantt chart.  (4 marks) 
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7. What are three main responsibilities a PCC has with regard to the production 

schedule? (3 marks) 

 

1.  

2.  

3.  

 

 

8. List five circumstances that may disrupt the production schedule.  (5 marks) 

 

1.  

2.  

3.  

4.  

5.  

 

 

9. Briefly describe two “predictable” production problems.  (4 marks)  
 

1.  

 

2.  

 

 
 
Exercises – Application & Reflection      / 25 
 

2. a) Using your Summit program timeline or any other personal schedule as a  

reference, create your own Gantt chart.  If you are familiar with Microsoft Excel, 

you can complete the chart using the software’s “Chart Wizard” application.  

Otherwise, complete the chart by hand on paper provided by your instructor.  

(10 marks) 
 

b) List five possible disruptions to your schedule.  Write about how you would deal 

with each of these disruptions – could you resolve each of them completely right 

away, or would you have to settle for partial solutions for now?  (10 marks) 
cont’d… 
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3. Examine the list of transferable skills on Page 10.  How do these compare to those 

you found during your research into current job postings?  Next, check () those you 

feel are strengths, and x those you feel you could improve.  Write down some ways 

you would go about making improvements.  (5 marks) 
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Lesson 2:  The PCC’s Resources 

 

In the previous lesson, we established scheduling as a Production Control Clerk’s primary 

focus; nearly all of the PCC’s duties specified under the NOC (see Introduction) can be 

managed or made easier through some form of scheduling.  Now, we will consider in 

more detail the resources (people, information, etc.) that help a PCC carry out 

scheduling-related functions and successfully control production through scheduling. 

 

Functions relevant to Production Control / Scheduling 
 

1. Buying material, dealing with suppliers 

2. Conducting inventory counts 

3. Searching for and finding lost inventory 

4. Verifying and correcting inventory and production counts 

5. Verifying and correcting engineering and material data 

6. Communicating and coordinating activities with support departments 

7. Researching and explaining curious numbers in the ERP system (as mentioned in  

Unit 5, ERP considers the ‘big picture’ – the resources of the manufacturing 

business as a whole). 

8. Tracking engineering changes and controlling the change 

9. Balancing out material and inventory as production changes 

10. Receiving and shipping goods, issuing paperwork, contacting carriers 

11. Monitoring subcontractors and outsourcing 

12. Taking orders, contacting customers, verifying orders 

13. Planning special periods for preventative maintenance, vacations, etc. 

14. Planning work at the day, week, month, year, multiyear levels 

15. Crafting work sequences 

16. Releasing work 

17. Dispatching work 
 
(List adapted from McKay & Wiers, pp. 48-49) 
 
In larger companies, the first twelve functions are generally performed by other personnel 

in the supply chain – purchasing clerks, inventory clerks, parts, clerks, shippers/receivers, 

etc.  In order to perform his/her job effectively, however, a PCC needs to be especially 

comfortable with function #6 on the list.  A PCC should be familiar with the workings of 

the various departments that support production, and how they connect to his/her core 

duties; otherwise, it would be impossible for the PCC to make informed scheduling 

decisions.   

 

 

IN
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INDIRECT IMPACT 

ON SCHEDULING 

DIRECT IMPACT ON 

SCHEDULING  
(CORE DUTIES) 
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Support Departments 
 

1. Inventory  
 

As we learned in previous units, the goal of inventory management (IM) is to ensure 

the consistent delivery of the right product (the what?) in the right quantity (the how 

much?) to the right place (the where?) at the right time (the when?).  With this goal 

in mind, it is easy to understand why the inventory department is an essential resource 

for a PCC.  PCCs must take the information they receive from IM personnel about the 

nature and progress of production (what?, how much?, where?, when?, etc.) and use it 

to prepare, maintain, and/or adjust work sequences and schedules.  

 

2. Purchasing 
 

The purchasing department provides PCCs with important insight into how schedules 

will be affected once production begins.  If the right quantity and quality of materials 

is obtained from the right source from the outset, production schedules will run more 

smoothly.  It is up to purchasing personnel to determine the best supplier:  one who 

can deliver the goods on time, in the right amount, and at the right price – all factors 

that contribute to how easily a schedule can be implemented. 

 

3. Parts 
 
Let’s return for a moment to an item from the Production Clerk job description in the 

introduction:   
 

Production clerks . . . co-ordinate and monitor the movement of parts, supplies, and 

materials within an establishment  
 
The parts department is often responsible for receiving and sorting these same parts, 

supplies, and materials, and for maintaining records of their amounts, kind, and 

location within the manufacturing facility.  A PCC needs input from parts employees 

in order to stay on top of what is where, and, in turn, maintain a well-coordinated 

schedule. 

 

4. Shipping / Receiving 
 
This department ships, receives, and records the movement of parts, supplies, 

materials, equipment, and stock.  When we consider that PCCs work to ensure that 

supplies, materials, and products are shipped and received on schedule, the 

connection between the two positions is clear. 

 

Of course, all of these departments support each other as well as production – as we’ve 

learned, it is this interdependence that defines the supply chain. 
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Earlier in the program, in the Business Communications unit, you learned about the 

different directions in which information can flow within an organization.  When we 

think about the supply chain and its links, the importance of horizontal, or lateral, 
communication becomes clear.  Please review the section on “Horizontal Flow” in your 

Communicating for Results text (p. 19), and consider its role in production control, and in 

Resource Management as a whole. 

Core Duties 
 
We will now consider each of the five core duties highlighted in the list of functions at 

the beginning of this lesson – all of these have a direct impact on the development of the 

production schedule. 

 

1. Planning special periods 

 

 The PCC is often expected to plan for and co-ordinate tasks related to new 

product introduction, production trials, material changeover, and resource 

upgrades.  Anything new and different will automatically impact when, how, and 

how quickly things get done, so it makes sense that it is the PCC who monitors 

these kinds of events:  it is up to him/her to adjust the schedule accordingly. 

 

 The PCC may also be responsible for controlling potential disruptions caused by 

employee absences and/or vacations.  He/she must determine if, when, and how 

these events will affect the original schedule and the rest of the shift’s 

performance, and, if necessary, put a back-up plan into action to maintain 

productivity. 

 

 Preventative maintenance, like upgrading, is a reality of any working 

environment in which machinery and/or technology plays a significant role.  A 

manufacturer may anticipate certain challenges with a process or machine, stop it, 

and fix it before it becomes a problem.  However necessary they may be, any 

work stoppages will interrupt workflow, and a PCC needs to be aware in advance 

of ways to minimize any impact. 

 

2. Planning work at the day, week, month, year, and multi-year levels 

 

 Time and its meaning is an all-important factor in the scheduling process, and can 

be seen as another resource to be managed in the world of SCRM.  For our 

purposes, we can define time as: 
 

the system of sequential relations that any event has to any other 
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In order to prepare a workable production schedule, the PCC must be aware of time 

in its varying dimensions, including: 
 
-Finite periods (those with fixed beginnings and ends), e.g. work sequence 

durations, starting times, and finishing times. 
   
-Relative time:  the PCC should understand how finite periods relate to and inform 

one another over the short and long term; this involves breaking them down and 

analyzing them logically to determine patterns.  For example, scheduling may 

proceed differently depending on the day of the week, the production crew or the 

shifts the crew are working on; there may be differences between the day shift and 

the night shift that affect productivity, the amount produced, and the type of work 

that should be scheduled.  And, as noted by McKay & Wiers, there can also be 

“zones” around special periods (see #1 above):  following a repair or upgrade, there 

are time periods in which there are increased risks for a drop in productivity or in 

the amount produced. 

 

-Absolute time:  time constrained by the yearly calendar, the seasons, etc.  For 

example:  imagine a company that produces parts through casting, a process where 

molten metal is poured into a mold of a desired shape, and then allowed to cool and 

solidify.  During the summertime, humid weather conditions may affect the rate of 

cooling/drying.  Or, bad road conditions caused by winter weather may affect 

things like the delivery time of raw materials or the punctuality of production line 

workers. 

 

 

 

 

 

 

 

Earlier in the program, in the Student Success unit, you learned about ways you can 

“turn time into a goal-achievement tool.”  This, in a nutshell, is just what PCCs are 

striving to do through planning and scheduling.  It is important to remember that 

scheduling of any kind helps us to gain and maintain control over time, makes the 

path to our goals more straightforward, and makes those goals themselves more 

attainable.  Being flexible and avoiding procrastination are also effective ways to 

cope with deadlines, and are especially relevant for PCCs.  Considering that the 

first qualities employers look for in a potential PCC are often related to time 

management (e.g. “deadline-oriented,” “well-organized”, “efficient”), it makes 

sense to establish good habits before you enter the workplace.  Please review the 

section “How can you effectively manage your time?” in your Keys to Success text 

(pp. 38-50).  Do you think you have the strategies you need to manage time 

successfully as a PCC? 
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3. Crafting work sequences 

 

Crafting is just the right word to use.  As we’ve learned, a PCC must first be able to 

recognize and make logical connections between the different support departments 

and the information flowing between them, and between time and the progress of and 

work involved in production.  Once he/she has made these connections, and 

interpreted (accurately) how they will affect productivity, the PCC formulates or 

adjusts work sequences accordingly:  this involves a considerable amount of skill and 

attention to detail – craftsmanship.   

 

For example:  A PCC must take into account normal losses of capacity1
 caused by 

lunches, set-ups, normal maintenance, and minor breakdowns; he/she must also allow 

for unplanned disruptions caused by new products, new machines, and facility 

changes.  These events, along with detailed information about the actual products 

being manufactured, affect the scheduler’s decisions regarding crucial elements of the 

work sequence, including: 

 

4. Releasing work 

 

The PCC is often responsible for adjusting release patterns—the sequence in which 

the work orders for each production line are released to the manufacturing floor.  At 

this stage, the PCC asks:  What begins when? 

 

5. Dispatching work 

 

Dispatching involves routing the various manufacturing jobs to the appropriate 

production line once they have been released.  Now, the PCC asks:  When is who 

doing what? 

 

Scheduling:  The Power of Information 
 
The information the PCC gathers over the course of performing his/her core duties is the 

foundation of the production schedule.  It is important to note that the most effective 

PCCs work with information from both official and unofficial sources when making 

scheduling decisions.  We covered several of the official sources in the previous lesson 

(page 6, above), and will review them briefly here. 

 

Official Sources 
 
 Manpower planning 

 Material records 

 Bills of material 

 Process routings 

 Current inventory levels 

 Purchase orders 

 Shipping and receiving records 
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 Projected or forecasted sales 

 Order and delivery 

 Holidays, preventative maintenance, and engineering changes 
 
We’ll now add a few others: 
 
 Line allocation:  the PCC’s share of the manufacturing facility:  who/what does he/she 

look after? 

 The process plan:  Which production line makes which product? 

 Engineering guidelines for material movement, procedures, batch sizes, production 

rates 

 Outstanding demand per product:  What is left to be made? 

 Special priorities:  What work needs to be done more quickly? 
 
(List adapted from McKay et al., p. 1590) 
 
This kind of information is generally found in official documentation, procedural 

manuals, etc. set down by the company’s executives. 

 

Unofficial Sources 
 

According to McKay & Wiers, unofficial information is everything “not in the computer 

or on paper” (p. 89), including information about: 
 
 Vendors and key customers:  Activity at their plants and in their geographic region, 

the nature of their products, processes, personnel, and facilities 

 The transportation or distribution network in the area of the PCC’s plant:  Are there 

any road reports, traffic issues or major construction projects due to start that would 

affect the schedule? 

 Patterns of what does or does not happen within the plant, e.g. before, during, and 

after facility tours, vacation times, plant shutdowns, changes of season, etc.  How does 

a product, process, or resource upgrade affect supervision, support, staff, and meetings? 

 Environmental variables:  Weather and all its elements, e.g. temperature, humidity, 

snow, rain, hurricanes, etc.  Do changes in season result in different processing times, 

yields or setups?  Think of the earlier casting example (page 17, above).  Are there 

different traffic patterns or delays in different seasons?   

 Other physical aspects of the factory, understood through the five senses:  What can 

the PCC see, hear, smell, touch, and taste that may inform his/her scheduling 

decisions? 

 

Obtaining, assessing, interpreting, and integrating information from all of these sources 

can be a challenge, but the PCC’s ability to do it promptly and accurately will set him/her 

apart from others in the field. 

 

In the next lesson, we will take the analytical side of production control a step further, 

and examine the thought-based tasks directly involved in the PCC’s day-to-day 

maintenance of the schedule. 
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Lesson Summary 
 
We’ve learned just how resourceful PCCs have to be in order to make effective 

scheduling decisions.  They must first be receptive to large amounts of information 

reaching them from a wide variety of sources – direct, indirect, official, unofficial, 

abstract (e.g. time), and concrete (e.g. weather).  Then, they must know what do with the 

information once they’ve got it, and gauge its importance to the scheduling process and 

its impact on overall workflow.  Even the most advanced computer-based scheduling 

tools are no match for human intuition, creativity, and the need for order:  all transferable 

skills that will make you an asset to any production team.  Solving planning/scheduling 

puzzles is not always easy, but if it’s done right, it can be very satisfying. 

 

Glossary for Lesson 2 
 
1
Capacity = the maximum production possible 

 

Next …  
 

Put your knowledge to work! 
 
1. Read and review the material from this lesson. 

 

2. Complete the following questions and exercises and submit them to your instructor 

for grading and feedback. 

 

 

LESSON 2 QUESTIONS & EXERCISES / 47 marks TOTAL 

 
Comprehension Questions – Please answer in your own words.  / 32 
 

1. a) Briefly explain why it is important for PCCs to be familiar with the workings of  

the departments that support production. (3 marks) 
 

1.  

 

2.  

 

3.  

 

 

 

b) List three functions which support production control.  (3 marks) 
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1.  

2.  

3.  

 

 

c) For each of these supporting roles, name one way they help inform a PCC’s 

decisions.  (3 marks) 

 

1.  

2.  

3.  

 

2. Briefly define or illustrate the concept of horizontal communication, and explain its 

importance to PCCs.  (4 marks) 

 

 

 

 

 

 

 

 

 

 

 

 

3. List the PCC’s five core duties.  Then, in your own words, briefly describe one way 

each of these duties could potentially affect a production schedule.  (10 marks) 

 

1.  

 

 

 

2.  

 

 

 

3.  

 

 

 

4.  
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5.  

 

 

 

 

4. Briefly discuss the importance of time management to the PCC.  (3 marks) 

 

 

 

 

 

 

 

 

 

 

 

 

5. List three “official” sources and three “unofficial” sources of information a PCC will 

use to make scheduling decisions.  (6 marks) 

 

OFFICIAL UNOFFICIAL 

1.  1.  

2.  2.  

3.  3.  

 

 

Exercises – Application & Reflection       / 15 
 
1. Refer back to the Gantt chart you created in Lesson 1.  Make a list of all the sources 

that informed the crafting of this schedule.  (5 marks) 

 

2. a) If you could choose between a schedule generated entirely by computer and one  

informed by human insight, which would you choose?  Explain your reasons for  

your choice.  (5 marks) 

 

b) Brainstorm the pros and cons of both kinds of schedules.  (5 marks) 
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Lesson 3:  The Scheduling Process 

 

Now that we have an appreciation the many resources which combine to help a 

Production Control Clerk make informed scheduling decisions, we can move on to take a 

more detailed look at the scheduling process itself.   

 

RECAP … 
 
As we learned in Lesson 1, a schedule can be defined as “‘a plan with reference to the 

sequence of and time allocated for each item or operation necessary to complete the 

item’” (Vollmann et al. in McKay & Wiers, 3). 

 

It’s all about the benefits! 
 

Scheduling is one of the most effective ways to control production in any environment 

(school, work, etc.).  In the manufacturing industry specifically, production schedules 

work to the entire supply chain’s advantage by: 

 

 Determining whether delivery promises can be met and identify time periods available 

for preventative maintenance.  

 Providing shop floor personnel with an explicit statement of what should be done so 

that supervisors and managers can measure their performance.  

 Minimizing in-process inventory  

 Minimizing average flow time through the system  

 Maximizing machine and/or worker utilization  

 Minimizing setup times  

 Identifying resource conflicts, controlling the release of jobs to the shop, and ensuring 

that required raw materials are ordered in time 

 Improving work coordination to increase productivity and minimize operating costs 

 

It is the PCC’s responsibility to ensure that the schedule does, in fact, deliver these 

benefits.  In order to do his/her part consistently, the PCC needs to approach scheduling 

systematically (the same way each day):  this is where cognitive processes like logic, 

judgment, and common sense are especially useful. 

 

The Scheduling Routine 
 

The best PCCs work through the following steps each day: 

 

 Step #1:  Situation assessment – what is where? 

 Step #2:  Crisis identification – what needs immediate attention 

 Step #3:  Immediate resequencing and task reallocation – reactive decisions 

 Step #4:  Complete scenario update – remapping the future 



Supply Chain Resource Management   STUDENT GUIDE 
(SCRM)  Unit 6B:  The Resourceful Production Clerk 
 

Summit College: Academic and Career Studies © 2004 (rev 2017) Page 198 
  

 Step #5:  Future problem identification – what problems can be predicted? 

 Step #6:  Constraint relaxation and future problem resolution – discounting future 

problems – proactive decisions 

 Step #7:  Scheduling by rote:  dealing with the rest of the problem 

 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

PCCs do not necessarily have these steps written out and posted anywhere obvious – they 

may just work through them in their heads; with experience, the routine will become 

second nature. 

 

We will now consider each step in more detail. 

 

1. Situation Assessment 

 

At this stage of the scheduling routine, the PCC will evaluate the day to come by 

looking for clues in any “breaking news,” including: 
 

 The daily news, e.g. impending talks, labour disputes, financial difficulties, etc. 

affecting customers, suppliers or the PCC’s own company 

 The weather, e.g. storm-related traffic tie-ups, road closures, etc. 

 The state of the factory and personnel when the PCC arrives, e.g. who is (or isn’t) 

there already, the way work is arranged, the state of the machines, workers’ body 

language, smells, changes in temperature, etc. 

 E-mail:  increases in number and frequency can indicate potential problems 

 

 

Source:  McKay & Wiers, pp. 58-59 
Reprinted with permission. 
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 ‘Grapevine’ communication, e.g. rumours that a machine operator had a little too 

much fun on the weekend will send up a red flag about his performance that day – 

long before official performance measures indicate any problems 

 The previous day’s output, e.g. what was actually made according to yesterday’s 

production plan, and what missed the mark 

 

2. Crisis Identification 

 

At this stage, the PCC narrows down the information gathered in Step #1 to focus 

only on the problems.  From there, the PCC must decide which of those problems will 

have the most immediate and/or far-reaching impact on the schedule, and prioritize 

them accordingly.  Deciding which crisis is more important than another is one of the 

PCC’s biggest challenges, one that will put his/her logical thinking skills and good 

judgment to the test.  In order to accurately gauge the severity of a current problem, 

he/she must use information from the past as a basis for comparison and to spot 

patterns, e.g. The last time it was hot and humid, this particular molded part didn’t 

cast properly, resulting in a significant drop in capacity.  The keys to success at this 

stage are: 
 
 A good memory 

 Accurate recordkeeping 
 
 
 Ability to think practically and to compromise, as it will be impossible to solve all 

of the problems all of the time (see “Partial Solutions”, Lesson 1, p. 181, in this 

unit) 

 

3. Immediate Resequencing and Task Reallocation 

 

This is when the PCC reacts to the priority problems he/she identified in Step #2 by 

redistributing resources and adjusting the schedule accordingly.  For example, a PCC 

may “tweak” variables including production quantities, where work is assigned, when 

to do it, and who does it.  The biggest challenge at this stage is handling the ‘ripple 

effect’ caused by resequencing and reallocation decisions.  In other words, as the 

schedule is modified to deal with the major problem, other smaller problems crop up 

– adjusting one job may require the adjustment of several other jobs in turn.  In order 

to assess the ripple effect promptly and accurately, the PCC must ask him/herself the 

following questions as part of the daily routine: 
 
 What is affected? 

 What can be delayed without problem? 

 Is a different quantity or substitute product possible? 

 What can be brought ahead in the schedule without problem? 

 Is it possible to use another resource? 

 Can you do it another way?  Is there a different process or method? 

 Can you use a different material? 
 
(Source:  McKay & Wiers, p. 63) 

 

 

e.g. what line made a product last, anything special about the crew and 

process, anything special about a production run – did it go well or not? 
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Please note that, at this stage, a PCC only adjusts those variables that he/she has a 

direct influence on, e.g. minor shifts in demand movement, small schedule changes in 

shipping, varying the finished goods inventory levels slightly, requesting the lowering 

or raising of any short-term capacity options, etc.  Any decisions requiring major 

negotiations are left to management. 

 

 

 

 

 

 

 

As Step #3 is the most time-sensitive stage in the scheduling process, it can also be 

the most stressful.  Until the immediate problems are dealt with, the PCC is the “go-

to” person for everyone who is waiting on decisions, instructions, clarification, etc.   

In order to deal with the demands on their attention and time patiently and 

professionally, PCCs must learn to tap into stress management strategies, e.g. set 

aside time to breathe, get their bearings, clear their head, etc.  Take some time to 

think about how you deal with pressure at school and in your personal life, and how 

you might use those same strategies to your advantage in your role as a PCC. 

 

4. Complete scenario update 

 

Up to this point, the focus has been on immediate challenges.  Now, the PCC has time 

to expand his/her view of the current situation.  The PCC can look at all the variables 

he/she didn’t have time to consider before, and factor them into the bigger scheduling 

picture.  This step may include reviewing key production statistics for the past day 

(demand, forecasts, etc.), comparing those statistics with prior data, checking stock-

out reports for part shortages, evaluating information from supporting departments 

(purchasing, shipping/receiving, human resources, maintenance, etc.).  The priority at 

this stage is to get a clear idea of what the future will look like, and what changes to 

expect, e.g. changes in production lines, materials, engineering, personnel, etc. 

 

5. Future problem identification 
 

This step helps PCCs avoid being caught off guard by changes in the routine.  As 

we’ve learned, PCCs value neatness and order, so they set their sights on anything 

that could potentially throw a wrench in the works, including:  
 
 Introduction of new products / prototypes 

 Product changes 

 Product phase-outs 

 New materials 

 New production methods 

 Machine upgrades or installations 
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 Changes affecting key suppliers 

 Changes affecting key customers 
 
 Changes in the marketplace – marketing efforts, sales, etc. 

 Fiscal or corporate milestones or events, e.g. reaching a certain capacity by a 

certain date, etc. 

 Preventative maintenance activities 

 Social events – at the company or in the community 

 Weather, e.g. storms, heat, humidity, changes in season, etc. 

 A product made using a different resource than normal 

 A product made that has not been made in a long time 

 A product made that has not been made since a machine upgrade 
 

(Source:  McKay & Wiers, p. 67) 

 

These are just some of the events that are red flags for PCCs:  they can signal an 

impending drop in capacity, productivity or a change in demand, all things that can 

have a significant impact on the schedule.  Recognizing these problems in advance is 

half the battle for PCCs – they will be prepared for them, and better able to nip them 

in the bud.  The old saying holds true:  better the devil you know than the devil you 

don’t.  

 
 

6. Constraint relaxation and future problem resolution 

 

This stage of the scheduling routine is a showcase for the PCC’s problem-solving 

skills.  Here, PCCs practice the art of troubleshooting, a form of problem-solving 

where the potential for a problem is recognized and dealt with before it becomes a 

problem. 

 

In order to troubleshoot effectively, a PCC must first make decisions about 

constraints.  Constraints are restrictions or limitations placed on production and 

related activities, e.g. a management policy that allows overtime except during the 

last weekend of the month, an order to use a specific machine to make a specific part, 

etc.  A PCC has to assess whether or not constraints are “hard” (impossible to change) 

or “soft” (flexible).  The nature of the future problem, combined with the level of 

various constraints, will determine the path troubleshooting takes.   

 

If, for instance, constraints are fairly flexible, and the PCC anticipates that 

preventative maintenance will disrupt a particularly large and time-sensitive 

production run, the PCC could troubleshoot by: 
 
 Requesting that certain machines be upgraded in advance of certain work arriving 

 Requesting that, while the priority job is in progress, any new products, methods or 

processes only be introduced on evenings and weekends 

 Negotiating different quantities or delivery patterns on other jobs to make the 

priority job more manageable 

 

 

e.g. in facilities, organization, products, processes, etc. 
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Knowledge is power! 
 

Turning these options into actual solutions is easier said than done, and requires 

resources (money, decision-making power, etc.) that are not readily available to the 

PCC.  However, we cannot underestimate the PCC’s role in the troubleshooting 

process.  To establish the options, the PCC must draw on and apply a wealth of 

knowledge and ‘inside’ information – how products are made, alternatives, things to 

ask for, who to see to get the official “okay” on relaxing certain policies, what has 

worked in the past, what could work in the future, and how various supporting 

departments work as troubleshooting allies – this is a major achievement in itself.  In 

fact, it is this insight that makes the PCC such an invaluable member of the SCRM 

team, and that can result in a stable, long-term relationship with a company. 

 

7. Scheduling by rote 

 

Now that the immediate problems have been handled or prevented, the PCC can 

move to the last step in his/her daily routine:  relatively simple decisions regarding 

the sequencing of work yet to be done and the assignment of resources to it.  

Automated systems can help speed up the process, as the information used for 

scheduling at this stage is fairly straightforward with no gray areas – in other words, it 

requires minimal input from the human brain.  Compared to the previous steps, this 

one will seem like a break – one the PCC well deserves! 

 
 

Scheduling Technology:   A Mixed Blessing 
 
We have already established that computers are no substitute for humans’ intuition or 

creative problem-solving ability.  However, there are instances where technology can 

help even the most resourceful PCCs to schedule more efficiently.  Most scheduling 

software uses an interactive Gantt chart (see Lesson 1) interface that lets the user click, 

drag, and drop production activities onto the chart – much faster than filling in a schedule 

manually.  The system can then calculate job completion dates using variables like the 

production quantity scheduled, the shift schedule, the planned maintenance schedule, 

machine set-up/changeover time, and the performance of currently running jobs.  Some 

systems even allow the user to test the impact of schedule changes immediately, without 

disrupting the current schedule as it appears on screen – a feature that may come in handy 

during the troubleshooting phase of the scheduling routine.   

 

On the next page, you’ll find an example of what a computer-based schedule looks like – 

this screen shot shows the machines that are operating and the products they are making 

or the processes (tests, etc.) they are running.  Colour-coding lets the PCC know at a 

glance the status of the various production jobs; in this case, green means on target; aqua 

means the product is in set-up mode; a red and yellow border means that the job won't 

meet its scheduled date or the tool is running or scheduled on another machine.  The user 

can move the job blocks accordingly as conditions change. 
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Source:  http://www.productionprocess.com/a_sch.html 
 

 

It is important to remember, however, that it is the PCC him/herself who has the most 

insight into the shifting state of the variables used to generate and adjust the 

computerized schedule.  Moreover, a computer cannot compete with the PCC when it 

comes to troubleshooting:  while the software may be able to show the results of an 

anticipated disruption, it is the PCC who must foresee the problems in the first place.  

Generally, software makes rote scheduling tasks (Step #7, above) easier, but can miss the 

finer points of the harder decisions that need to be made earlier in the routine.  For these 

reasons, scheduling software needs to be used wisely – as a supportive measure, and not 

as a substitute for PCCs and their keen, far-reaching knowledge. 

 

 

A World of Possibilities! 
 

Production schedules, and the thinking skills used to develop them, are valuable in many 

industries besides manufacturing – keep this in mind as you explore employment 

possibilities.   

 

http://www.productionprocess.com/a_sch.html
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Next …  
 

Put your knowledge to work! 
 
1. Read and review the material from this lesson. 

 

2. Complete the following questions and exercises and submit them to your instructor 

for grading and feedback. 

 

 

LESSON 3 QUESTIONS & EXERCISES / 53 marks TOTAL 

 
Comprehension Questions – Please answer in your own words.  / 33 

 

1. List three benefits of production scheduling.  (3 marks) 

 

1.  

2.  

3.  

 

 

2. a) List and briefly describe the seven steps in the PCC’s scheduling routine.   

(14 marks) 
 

1.  

 

 

 

2.  

 

 

 

3.  

 

 

 

4.  

 

 

 

5.  
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6.  

 

 

7.  

 

 

 
 

b) What are two keys to success in Step #2?  (2 marks) 

  

3.   

 

4.  

  

 

d) Why is Step #3 often the most stressful step?  (2 marks) 

 

  

 

 

 

 

 

e) List five sources of potential problems a PCC may identify in Step #5.  (5 

marks) 

  

1.  

 

2.  

 

3.  

 

4.  

 

5.  

    

 

f) What “power” does a PCC need to successfully troubleshoot in Step #6, and 

how can this power work to his/her advantage? (3 marks) 
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3. In what step of the routine can scheduling technology be most helpful?  Why?   

(4 marks) 

 

  

 

 

 

 

 

 

 

 

 

 

 
Exercises – Application & Reflection      / 20 

 
1. Refer back to the Gantt chart you created in Lesson 1.   

 

a) What constraints are there on the tasks you scheduled?  Are these constraints 

“hard” or “soft”?  (5 marks) 

 

b) How would you troubleshoot to avoid future problems with your schedule?   

(5 marks) 

 

c) Who are your troubleshooting allies?  (5 marks) 

 

2. Brainstorm a list of other industries, occupations, etc. in which production scheduling 

is useful.  (5 marks) 
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IMPORTANT 

 

 
 

Before proceeding to Unit 6C, 
you must complete  

the Mid-Term Exam. 
 

 
 

Ask your teacher for a copy of 
the mid-term exam. 
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Introduction 

 

 

What’s in it for you? 
 

This unit will provide you with the information you will need to both 

act and communicate confidently on the job as a Parts Clerk.  Some of 

the material will be ‘technical’ in nature – systems, techniques, 

terminology, etc. exclusive to the Parts working environment; you will 

also learn, however, about the many transferable skills that you can 

take with you – skills that are useful in any workplace and in life in 

general. 

 

While it is true that their responsibilities overlap with those of Purchasing & Inventory 

and Production personnel (remember:  they are connected to each other by the supply 

chain), Parts Clerks do have a unique place in the world of Supply Chain Resource 

Management (SCRM).  We can count many duties and attributes (both technical and 

transferable) as Parts specialties – without them, it would be impossible for a business to 

organize and locate its physical resources, specifically, the parts and supplies that are 

part of its inventory. 

 
 
RECAP… 
 

In Unit 5, we defined inventory as goods and materials held available in stock by a 

business.  From a manufacturing standpoint, inventory can take one of the following 

forms: 

 

1. Raw materials – purchased items that have not entered the production process, but 

will be used in the production of the finished product, e.g. nuts, bolts, flour, sugar 

 

2. Work-in-process – materials that have entered the production process but are not 

yet completed, e.g. subassemblies 

 
3. Finished goods Distribution inventory – completed products that are rolled 

out to consumers/customers, usually from a physical distribution centre, e.g. 

furniture, bread, cookies 

 

4. Maintenance, repair, and operational supplies – these items do not become 

part of the finished product.  They do, however, affect the quality of the first three 

types of inventory, and so are considered essential resources, e.g. office supplies, 

hand tools, spare parts, lubricants, cleaning supplies, etc. 
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As we will see, Parts Clerks focus mainly on the last two types of inventory – goods and 

supplies that will be distributed either internally (for use within the warehouse, store, etc.) 

or to customers.   

   

 

 

Unit Length:  30 Hours In Class + Assigned Homework 

 

Grading:  Student Guide Questions / Exercises  80% 

 Participation                                         20% 
 
 
 

Your Resources 
 

1. SCRM Summit Student Guide (what you’re reading right now)  – main 

content 

2. Selections from Basics of Inventory Management – supplements Student 

Guide content 

 
Study Sequence 
 

Lesson / Topic Reading from… Exercises (Student Guide) 

Introduction Student Guide 
 Places to Work (p. 4) 

 Brainstorming (p. 5) 

1:  Your Place in the Chain 
 Student Guide 

 Basics of Inventory 
Management 

 Comprehension Questions (pp. 8-9) 

 Application & Reflection (p. 9) 

2:  Parts Priorities 
 Student Guide 

 Basics of Inventory 
Management 

 Comprehension Questions (pp. 24-26) 

 Application & Reflection (pp. 27-30) 
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Job, jobs, and more jobs! 
 
Storekeepers and parts clerks sort, store and issue parts and supplies for use by the 
establishment in which they work and for sale to the public. They are employed by manufacturing 
companies, warehouses, retail and wholesale establishments, mining, forestry and construction 
companies, repair shops, hospitals and other establishments, and the armed forces. 
 
When job searching on the Internet or in the newspapers, check for any of the following sample 
job titles (note that there are more titles listed on the NOC website): 
 

 ammunition storekeeper 

 automotive partsperson – retail 

 material keeper 

 medical supply clerk 

 motor vehicle parts clerk 

 parts clerk 

 parts supplier 

 partsperson 

 ship storeman/woman 

 storekeeper 

 tool room attendant 
 

Main duties: 
 
Parts clerks (NOC 1522) perform some or all of the following duties:  

 Receive and sort incoming parts and supplies  

 Store items in an orderly and accessible manner in a warehouse, tool room, supply room or 
other area  

 Process incoming requisitions and issue or distribute parts and supplies for internal usage  

 Maintain records of orders and the amount, kind and location of parts and supplies on hand 
using manual or computerized inventory systems  

 Prepare requisition orders to replenish parts and supplies  

 Sell spare and replacement parts for motor vehicles, machinery and equipment in a retail 
setting  

 Advise retail customers or internal users on appropriateness of parts, supplies or materials 
requested.  

Parts clerks may specialize in a particular line of parts such as automotive parts, recreational 
vehicle parts, marine parts, heavy equipment parts, agricultural machinery parts, heating, 
ventilating and air conditioning parts or refrigeration parts. 

Source:  http://www5.hrsdc.gc.ca/NOC/English/NOC/2011/QuickSearch.aspx?val65=1522  

  

http://www5.hrsdc.gc.ca/NOC/English/NOC/2011/QuickSearch.aspx?val65=1522
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Places to Work 
 
 

 

 EXERCISE … Explore the possibilities! 

 

Step 1: Search the Internet for job postings available to Parts Clerks using the 

example job titles on the previous page as key words.  

 
Job Search Resources 

 

Here are some popular job sites to help you with your search: 

 

 Service Canada’s Job Bank 

http://jb-ge.hrdc-drhc.gc.ca/Intro_en.aspx 

 

 Workopolis 

www.workopolis.com 

  

 Best Jobs Canada 

http://www.bestjobsca.com/ 

 

 Monster 

http://www.monster.ca/ 

 

For postings specific to Supply Chain Resource Management, visit the APICS 

(Association for Operations Management) website: 

 

 APICS Career Centre 

http://jobs.apics.org/search.cfm 

 

Step 2: After printing the postings, read them carefully, and locate the following 

items: 

 

1. Task lists 

2. Educational requirements 

3. Work experience requirements 

 

Step 3: Next, ask yourself: 

 Are there similarities in job requirements across the different job postings? Are 

there any differences? 

 

 What job requirements do you have already? Which ones will you need? 
 

Step 4: Write down your thoughts and discuss them with your instructor. 

http://jb-ge.hrdc-drhc.gc.ca/Intro_en.aspx
http://www.workopolis.com/
http://www.bestjobsca.com/
http://www.monster.ca/
http://jobs.apics.org/search.cfm
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Brainstorming 
 

 

 

EXERCISE … What do you think? 

 

By this time, you’ve learned a bit about what Parts Clerks do, and had a chance to 

investigate what employers are looking for.  Now, it’s your turn. 

 

7. Compile a list of key attributes, skills, etc. that you feel will help a job seeker 

gain employment as a Parts Clerk. 

 

8. Once your list is complete, draft your own Parts Clerk job posting, and 

produce a final copy using the computer. 

 

9. Discuss your posting with your instructor. 

 

As you expand your knowledge of the Parts working environment, you will return 

to your job posting from time to time to develop it further. 
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Lesson 1:  Your Place in the Chain 

 

Let’s review the concept of the supply chain—that vital network of materials and 

personnel that drive manufacturing systems.  At this point, we’ll consider exactly where 

in the chain the Parts Clerk fits. 

 

                                 PARTS 

 

 

 

 

 

 

 

 

 

 

 

 

Parts Clerks are most directly concerned with the physical distribution of end parts 

and supplies – those resources that are ready for internal use within the plant or for use by 

off-site customers.  As we learned in Unit 5, distribution involves the following activities, 

all physical in nature: 

 

 Transportation (Shipping/Receiving) 

 Warehousing – the handling and holding of products waiting for distribution 

and/or use 

 Packaging 

 Materials handling 

 Order entry 

 

Effective warehousing strategies will allow all other distribution activities to proceed 

smoothly.  This is where Parts Clerks come in – it is essential that they understand how to 

store and organize goods properly so that they are easily located when needed.  Parts 

Clerks ask:  What?, nearly always followed by, Where?   

 

 

To familiarize yourself a bit more with warehousing, please read 

“Objectives of Warehousing,” “Types of Warehouses” (p. 79), and “Costs 

of Warehousing” (pp. 85-86) in your Basics of Inventory Management 

text.  We will examine warehousing in more detail in the next lesson. 

   

 

Physical 
Supply 

Planning 
& Control 

Physical 
Distribution 

Raw Material In-process 
Materials 

Finished 
Goods 

Supplier Manufacturer Distribution Centre Customer 

INFORMATION 
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Organizational skills are skills which give structure to your life, at home, at school, and 

at work; they allow to you to keep your thoughts, actions, and responsibilities in order 

and on track, saving you time and effort later.  We often hear people say they have a 

“system” they use to get things done:  they are referring to those strategies that help them 

get—and stay—organized.  Good organizational skills and a personal need for order are 

must-haves for any Parts Clerk who wants to succeed on the job.  Take some time to 

think about your own organizational skills, and how they might prepare you for work as a 

Parts Clerk. 

 

Other Supporting Players 
 

We can’t forget the other links in the chain that support, and are supported by, Parts 

Clerks: 

 

 Inventory 

 

The Inventory Clerk is the Parts Clerk’s closest ally in the supply chain.  While they are 

held in storage by a business, parts themselves are a form of inventory.  Accordingly, 

Parts Clerks must communicate regularly with Inventory Clerks regarding key inventory 

management decisions that could affect the physical storage and placement of inventory 

items, e.g. their A-B-C classification (see Unit 6A, Lesson 3).  By the same token, a Parts 

Clerk’s ability to receive, sort, locate, and keep accurate records of parts and supplies will 

have a direct impact on an Inventory Clerk’s knowledge and maintenance of inventory 

levels. 

 

 Purchasing 

 

With their focus on supply and distribution respectively, Purchasing Clerks and Parts 

Clerks are the bookends of the supply chain.  Purchasing is responsible for acquiring the 

materials that will eventually become the parts and supplies to be distributed by the Parts 

Clerk.  Parts Clerks, in turn, may prepare requisition orders to restock parts and supplies 

– these orders would pass through the Purchasing Department for processing. 

 

 Production Control 

 

Since stored parts are a form of inventory, and inventory either results from or supports 

production, Parts Clerks are clearly connected to those who control (plan, schedule, etc.) 

the production of distributable parts.  For example, if the work on in-process materials is 

delayed, the Production Control Clerk would inform the Parts Clerk that the finished 

parts/supplies may not arrive on schedule for storage at the warehouse. 
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 Shipping / Receiving 

 

Parts Clerks work in conjunction with S / R personnel to ensure the timely arrival and 

shipment of parts/supplies, of the right quality and quantity, to and from the warehouse.   

 

Lesson Summary 
 

We’ve seen just how Parts personnel fit into the grand scheme of Supply Chain Resource 

Management, and introduced how they function – separately, and in collaboration with 

other SCRM colleagues.  In the next lesson, we will consider in detail the systems Parts 

Clerk use to understand and organize their working environment (storeroom, warehouse, 

etc.) to successfully meet all distribution objectives.  
 

Next …  
 

Put your knowledge to work! 
 

1. Read and review the material from this lesson. 

 

2. Complete the following questions and exercises and submit them to your instructor 

for grading and feedback. 
 
 

LESSON 1 QUESTIONS & EXERCISES  / 30 marks TOTAL 

 

Comprehension Questions – Please answer in your own words.  /20 

 

1. Where in the supply chain would you find a Parts Clerk?  (2 marks) 

 

 

 

 

 

2. a) Briefly define warehousing, and explain its importance to the Parts Clerk.   

(4 marks) 
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b) Complete the questions on the costs of warehousing in your Basics of 

Inventory Management text (p. 86).  (10 marks) 

 

 

 

3. List and briefly describe two other links in the supply chain that support P&I.   

(4 marks) 

 

1.   

 

 

 

2.  

 

 

 

 

Exercises – Application & Reflection      /10 
 

1. “Organizational skills are a sure-fire way to a balanced life.”  Based on your own 

understanding of the value of organizational skills in school, work, and life in general, 

do you feel that this statement is accurate?  Why or why not?  Use examples to 

support your opinion.  (10 marks)   
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Lesson 2:  Parts Priorities 

 

 

In Unit 6A, we discussed the item approach to inventory management, which focuses on 

maintaining optimal levels of individual inventory items (see Unit 6A, Lesson 3).  Parts 

Clerks also take this detail-oriented approach to inventory, but concentrate strictly on 

those individual items to be distributed, with the following objectives in mind: 

 

 To keep track of items so they can be located promptly and properly 

 To minimize the total physical effort—and, in turn, any costs—involved in moving 

goods into and out of storage 

 To provide communication links with customers 

 To provide timely customer service 

 

Parts Functions 
 

To do their part to accomplish these goals, Parts Clerks share responsibility in the 

following sequence of activities: 

 

1. Receive goods – The warehouse accepts goods from other companies or an attached 

factory, and accepts responsibility for them.  This means the warehouse must: 
 

a) Check the goods against the order and bill of lading. 

b) Check the quantities. 

c) Check for damage and complete damage reports if necessary. 

d) Inspect goods if required. 

 

2. Identify the goods – Items are clearly marked with the appropriate stock-keeping 

unit, or SKU (also called a part number).  SKUs simplify the tracking of parts and 

supplies, and allow Parts Clerks to locate items more readily when they receive an 

order.   
 

For example:  when matching an order for a boat propeller to the item, it is easier to 

refer to a number like “91-250” than to a description like “3 Blade Bronze 12"x15" 

Propeller-LH.” 

 

3. Dispatch goods to storage – Goods are sorted and put away. 

 

4. Hold goods – Goods are kept in storage under proper protection until needed. 

 

5. Pick goods – Items ordered from stock are selected from storage and brought to a 

marshalling area. 

6. Marshal the shipment – Goods making up a single order are brought together and 

checked for omissions or errors; order records are updated. 
 

CORE DUTIES 
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7. Dispatch the shipment – Orders are packaged, shipping documents prepared, and 

goods loaded on the right vehicle. 

 

8. Maintain information system – Records for each item in stock must be kept 

accurate and up-to-date, showing the quantity on hand, the quantity received, the 

quantity ordered and issued, and its location in the warehouse.  The system can be 

very simple, and depend on human memory and a minimum of written information, 

or it may involve more sophisticated computerized records. 

 

Steps 3 and 4 are at the heart of warehousing (see Lesson 1), and, as such, are the Parts 

Clerk’s main focus.  It is important to remember, however, that the Part’s Clerk 

knowledge of the availability of items affects the success of all the other activities, and, in 

turn, impacts the level of customer satisfaction. 

 

 

 

 

 

 
 
Of all the SCRM occupations we’ve learned about, it is the Parts Clerk, with the inside 

track on distribution, who is closest to the customer in the supply chain.  Parts Clerks 

may often have to communicate directly with customers (including their fellow 

employees if the part is for internal use) about whether or not a particular part they have 

ordered meets their specific needs.  Customers want the right product in the right quantity 

in the right place at the right time, and Parts Clerks can help make this happen.  Please 

review the five dimensions to quality customer care in your Exceptional Customer 

Service text (pp. 79-86), and think about ways Parts Clerks can provide customers with 

each of these dimensions. 

 

The Parts Mindset 
 
Given their place in the supply chain, it follows that Parts Clerks’ duties are more 

physical in nature than those of their Purchasing & Inventory and Production Control 

colleagues.  This doesn’t mean, however, that thinking skills are any less important for 

Parts Clerks.  Practical thinking is especially useful in a warehouse setting.  Parts Clerks 

use information about their physical environment to answer questions about the storage 

of items, and to take action – by organizing those items effectively and keeping accurate 

records. 

 
Priority #1:  Location 

 

To answer Where? Promptly and accurately every time, Parts Clerks need to be 

especially conscious of how items are arranged in the warehouse or other storage space.  

Stock location systems allow Parts Clerks to keep track of and find items using the 

minimum amount of space, time, and effort.  There are three main types of location 

systems: 
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1. Fixed Location  
An SKU is assigned a permanent location or locations, and no other items are stored 

there.  Fixed location systems allow for immediate knowledge of where all items are 

located, reducing confusion and record-keeping time, thereby increasing productivity.  

 

One drawback is that these systems require significant space to maintain:  the location 

must be large enough to contain the total cubic space the item will occupy at the time 

that the largest quantity of that item will be in the warehouse at one time.  For 

example, if a thousand cases of boat propellers are all in the warehouse at the same 

time, their location must be large enough to hold them all.  Therefore, the total space 

required for all items in a fixed system will be the total cubic space of 100% of all 

SKUs as though the maximum quantity of each of them was in the warehouse at one 

time (Muller, 51).  For this reason, fixed location systems are often better suited to 

smaller facilities where there are fewer SKUs. 
 

 Zone System 

This is a type of fixed location system that locates SKUs in specific areas of the 

warehouse (“zones”) based on the items’ defining characteristics, e.g. size, weight, 

variety, etc. 

 

2. Floating Location 

Goods are stored wherever there is an appropriate space for them. This means SKUs can 

be stored above or in front of one another, and multiple items can occupy different 

locations. This system makes the most of available space, but also requires careful, 

detailed, and accurate record keeping.  Companies with floating location systems usually 

use a database to track the location of SKUs. 

 

3. Memory 

As the name suggests, these systems rely entirely upon human memory to track and 

locate items.  Memory systems are able to make use of all available space because no 

item is tied to a location that would prevent other SKUs from occupying that same 

location position if it were empty (Muller, 48).  However, these systems can only succeed 

if a number of conditions are present.   

 

 
Priority #2:  Placement 

 

Once the Parts Clerk is familiar with the storage facility’s particular location system (the 

“big picture”), he/she can move to the next level of detail, and consider how items are 

laid out within that system.  We will look at three approaches to parts placement. 

 

1. Point-of-Use Storage 

This approach involves placing items as close as possible to where they will be used (also 

called the “consuming point”).  In terms of physical distribution, the point-of-use would 

most likely be the warehouse’s shipping dock, as it is closest to outside customers.  
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The A-B-C classification system (see Unit 6A) is useful for organizing point-of-use 

items.  In this case, we would use usage rate instead of dollar value to determine an 

item’s “A”, “B” or “C” grouping.  “A” would represent the most popular, fastest moving 

items, “B” the next most active, and “C” the slower-moving items.  An “A” item would 

be placed closest to its point-of-use, while “C” items would be furthest from their point-

of-use.  This way, goods are more readily available to users, and material handling costs 

(e.g. moving the items from a central storage facility to the point-of-use) will decrease. 

 

2. Central Storage 

Essentially the opposite of point-of-use:  all inventory items are placed in one central 

location, making control and record-keeping more straightforward. 

 

3. Like Product Storage 

In this case, items with similar characteristics form natural groupings, and are stored 

accordingly; groupings can be based on: 

 

 Physical Similarity 

Place items of similar size, shape, etc. together, e.g. smaller packaged items could go 

on the same shelf; all frozen food items would go in a freezer, etc.  This grouping is 

particularly appropriate for warehouses with zone location systems (see page 11, 

above). 

 

 Functional Similarity 

Place items with similar functions together, e.g. all hardware items have their own 

spot 

 

 Marketing Similarity 

Group items that will be regularly sold together, e.g. lenses and frames for glasses 

 

 
Priority #3:  Accessibility 

 

Accessibility is what allows Parts Clerks or other warehouse personnel to get at the goods 

they need with the minimum amount of work.  Ideally, the same SKUs will be stored 

together so other items do not have to be moved to access the required SKUs.  If, 

however, several different SKUs are stored in the same area—as in a floating location 

system—each of them should be as accessible as possible. 

 
Priority #4:  Space 

 

As we’ve learned, the different location systems impact physical space in different ways:  

floating location systems and memory systems use space more economically than fixed 

location systems.  Before they can select a location system, however, the company must 

consider how much space is available in the warehouse as a whole.   
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Warehouse capacity depends on several factors, including how high goods can be stored, 

and on the space required for aisles, receiving and shipping docks, offices, and order 

picking and assembly areas.  After accounting for this space, management personnel use 

a design figure or equation to determine the cubic (horizontal and vertical) space 

necessary to store the maximum amount of inventory required.  Items are then placed 

securely on pallets (platforms that typically measure 48” x 40” x 4”), and stored one 

on top of the other to a maximum height based on various criteria, including safety 

policies, company procedures, and any other applicable laws or regulations. 
 

Example Scenario:  Pallet Storage 

 

Assume a section of a warehouse measures as shown here: 

 

 

 

 

 

 

 

 

 

 

 

Since pallets are 48” deep, the 40” side of the pallet is placed along the wall.  The pallets 

cannot be placed tight against one another:  a 2” clearance must be allowed between them 

so that warehouse personnel can move them. 

 

Calculations … How did we get there? 

 

 Storage area measures 120’ x 4’ 

 Pallet size measures 48” x 40” 

 2” clearance is required 

 40” + 2” = 42” 

 1 ft = 12”  

 

 

 

 

= (120’ x 12”)  42” 

= 1440”  42” 

= 34.3 – round to 34 

 

REMEMBER:  Since all other measurements are in inches, we need to convert the 

length of the warehouse (120’) into inches too. 
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This then leaves room for 34 pallet positions along one side of the warehouse; there 

would be room for the same number of pallet positions on the other side of the 

warehouse: 

 

34 x 2 

 

= a total of 68 pallet positions in the warehouse altogether 

 

And, since the pallets are stacked 3 high: 

 

68 x 3  

 

= 204 pallets in the warehouse altogether 
 

 

Example Problem 
 

A company wants to store an SKU consisting of 13,000 cartons on 

pallets each containing 30 cartons. How many pallet positions are 

needed if the pallets are stored 3 high? 

 

Solution 
 

Number of pallets required = 13,000  30 = 433.33           434 pallets 

 

Number of pallet positions = 434  3 = 144.67              145 pallet positions 

 

NOTE: One pallet position will contain only 2 pallets. 
 

 

 

The effective use of cubic space can also help businesses to maintain accessibility.  By 

installing tiers of storage racks, for example, lower pallets can be removed without 

disturbing upper pallets.  Sometimes, however, it is not always possible to maximize both 

space and accessibility – one may be compromised for the sake of the other. 

  
Example Scenario:  Accessibility vs. Space  

 

1 1 2 3 4      

1 1 2 3 4     10 

1 1 2 3 4 5 6 7 8 9 

 

All items are accessible except for item 9, but cubic space is not maximized. There is 

room for 30 pallets, but only 21 spaces are being used for a cube utilization of 70% (21  

30 x 100). 
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Example Problem 
 

A small warehouse stores 5 different SKUs in pallet loads. If pallets are stacked 3 high 

and there is to be 100% accessibility, how many pallet positions are needed? What is the 

cube utilization? 

 

 SKU A   4 pallets 

 SKU B   6 pallets 

 SKU C   14 pallets 

 SKU D   8 pallets 

 SKU E   5 pallets 

 Total    37 pallets 

 

Solution 
 

1. Divide each pallet amount (number of pallets) by 3 to get the number of pallet 

positions for each pallet load. 

 

2. BUT allow for the remainder – if there is a remainder, round up to the next number. 

For example: if there are 8 pallets, divide by 3 = 2.6. You would then round 2.6 pallet 

positions up to 3 pallet positions. 

 

SKU Pallet positions 

A: 4 pallets 2 

B: 6 pallets 2 

C: 14 pallets 5 

D: 8 pallets 3 

E: 5 pallets 2 

Total 14 

 

 With 14 pallet positions, there is room to store 14 x 3 = 42 pallets. 

 Number of pallets actually stored = 37 

 Cube utilization = 37  42 x 100% = 88% 

 

 

 
Priority #5:  Record Accuracy  

 

Let’s return for a moment to an item from the Parts Clerk job description in the 

introduction: 

 

Parts Clerks … maintain records of orders and the amount, kind and location of 

parts and supplies on hand using manual or computerized inventory systems 
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Every day, as they address their first four priorities (location, placement, accessibility, 

and space), Parts Clerks are gathering and processing important information about 

inventory items that will need to be recorded and updated regularly. 

 

As we first learned in Unit 6A, inventory records are useful only if they are accurate.  

Errors can result in stockouts, excess inventory (of the wrong things), schedule 

disruptions, late deliveries, lost sales, low productivity, and time wasted “fire fighting” 

(i.e. simply reacting to emergencies instead of planning for the future).  Most often, 

inaccuracies result from ineffective record-keeping systems or poorly trained personnel; 

other causes may include: 

 

 Unauthorized withdrawal of materials 

 Incorrect transaction recording, e.g. wrong counts, unrecorded transactions, incorrectly 

identified parts 

 Lack of audit capability 

 

The Parts Clerk can do his/her part to avoid costly mistakes by ensuring that the part 

description (including SKU or part number), quantity, and location are recorded 

correctly. 

 
Measuring Record Accuracy 

 

As Dennis Lord observes in his article, Inventory – The Necessary Evil?, “You can’t 

control what you don’t measure.”  In this instance, Lord is referring to measures of 

inventory’s financial performance (discussed in the next unit), but the same could be said 

of inventory records.   Businesses use different methods to monitor, evaluate, and 

strengthen inventory record accuracy. 

 

1. Auditing (in-house) 
 
The reality is that errors do occur, and they must be detected in order to be corrected. 

While it is important to audit the records themselves, it is just as important to audit 

the record system to root out the causes of record inaccuracy and eliminate them.   

There are two common approaches to internal inventory auditing: 

 

 Periodic Inventory 

Businesses conduct periodic inventories annually, primarily to satisfy external 

financial auditors that their inventory records accurately represent the value of their 

inventory.  At the same time, staff have the opportunity to correct any errors in the 

records.  As the time for the inventory approaches, the following priorities should 

be in order: housekeeping (items neatly sorted and stored), identification (parts 

are clearly identified and tagged with part numbers), and adequate training in 

stocktaking.  All these factors will contribute to the efficiency and accuracy of the 

audit, and help the business to remain confident in the face of an external audit. 
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Taking Stock – The Physical Inventory Process 
 
We have often heard the phrase “taking inventory.”  This is the process of 

itemizing and accounting for all parts and supplies on hand in the warehouse, 

store, etc., and it involves: 

 

1. Counting items and recording the count on a ticket attached to the item. 
 
2. Verifying the count by recounting or sampling  
 
3. Collecting the tickets and listing the items 
 
4. Reconciling any differences between the physical count and the records of 

inventory or inventory dollars 

 

Several challenges can arise during this process:   
 
 Businesses may have to shut down temporarily to devote time to taking 

inventory, and lose valuable production time. 
 
 The labour and paperwork involved can be expensive. 
 
 Pressure to get production up and running again quickly may compromise 

accuracy. 
 
 The employees taking the inventory may not be accustomed to the job, and 

may make mistakes. 

 

As a result, more errors may be made than eliminated. 
 

 
 
 Cycle Counting 

This auditing system involves counting inventory continually throughout the year, 

often daily, and avoids many of the potential problems of a less structured system 

(see box, above).  The advantages of cycle counting include: 

 

 A predetermined schedule, meaning staff will be fully prepared in advance 

 Timely detection and correction of problems 

 Significant decrease in lost production time 

 Use of personnel specifically trained in cycle counting, ensuring more accurate 

counts 
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Businesses can develop their cycle counting systems based on: 

 

 Count Frequency 
 

Some companies count a predetermined number of items each year.  The number of 

times an item is counted in a year is called its count frequency.  The count 

frequency should increase as the value of the items and the potential for errors in 

counting (e.g. with larger numbers) increases.  The A-B-C classification system, 

introduced in Unit 6A, is useful for establishing count frequency. 
 

 

Example Scenario 
 

A company has classified its inventory into A-B-C groupings. They have decided 

that “A” items are counted 12 times a year; “B” items four times a year; and “C” 

items twice a year. There are 3250 A items, 4500 B items, and 6350 C items in 

inventory. 

 

Objective  
 
To develop a schedule of the counts for each class of item. 

 

Solution 
 

Classification Number of Items Count Frequency Number of Counts 

 
A 
B 
C 
 

 
3250 
4500 
6350 

 

 
12 
4 
2 
 

39,000 
18,000 
12,700 

 

 
Total Counts 
Workdays per Year 
Counts per Day 
 

 
69,700 

250 
279 

 

  

How did we get there? 
 
1) Count Frequency:  once a month (A items) = 12 times per year; every 3 months 

(B items) = 4 times per year; twice a year (C items) = 2 times per year 

2) Number of Counts = Number of Items x Count Frequency 

3) Total Counts: “A” count + “B” count + “C” count 

4) Workdays per year = 50 weeks x 5 days/week = 250  

5) Counts per day = Total Counts  Workdays per Year = 69,700  250 = 

278.8. Round the answer to 279 
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 Location 
 
In floating location systems, goods can be stored anywhere, and the system 

records where they are.  If we factor in human error, we know that these locations 

may not be recorded with 100% accuracy.  Using location audits, personnel check 

a predetermined number of stock locations in each counting period:  they check 

the item numbers of the materials in each bin against inventory records to verify 

stock point locations. 

 

In fixed location systems, or when work-in-process or transit inventory is 

counted, items may be grouped into zones to make counting more efficient.  The 

zone method is ideal for fast-moving items. 

 

Businesses also need to make decisions about when to count.  Cycle counts can be 

scheduled at regular intervals or following specific events, including: 
 

 When an order is placed 

 When an order is received 

 When the inventory record reaches zero 

 When a specified number of transactions have occurred 

 When an error occurs 

 

2. Tolerance 
 

Tolerance levels are also used to evaluate inventory accuracy.  Tolerance is the 

amount of permissible variation between an inventory record and a physical count.   

 

Tolerances are established for individual items according to a number of criteria:  
 
 Value ($) of the item 

 Importance of the item 

 Availability of the item 

 Lead time 

 Ability to stop production of the item 

 Safety issues 

 Ability to obtain precise measurement.  For example, it would be difficult to match 

records of nuts and bolts ordered by the thousands with their physical count with 

100% accuracy; in this case, tolerance levels help to determine just how far off the 

mark the count can be and still be considered reasonably accurate (within 

tolerance). 

 

The table on the next page shows ten inventory items, their physical counts, quantity, 

and tolerance levels. 
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Part 

Number 
Inventory 
Record 

Shelf 
Count 

Tolerance % 
Within 

Tolerance 
Outside 

Tolerance 

1 100 99  3% X  

2 100 102  2% X  

3 100 107  3%  X 

4 100 94  2%  X 

5 100 100  0% X  

6 100 103  3% X  

7 100 98  3% X  

8 100 102  2% X  

9 100 96  5% X  

10 100 99  2% X  

Total 1000 1000    

 

 

This next table shows a slightly different way of determining tolerance levels. 

 

Part Number 
Shelf 
Count 

Inventory 
Record 

Difference 
% 

Difference 
Tolerance % 

Within 
Tolerance? 

A 75 80 5 6.7%  3% N 

B 120 120 0 0%  0% Y 

C 1400 1500 100 7.1%  5% N 

D 75 76 1 1.3%  5% Y 

E 68 66 2 2.9%  2% N 

Total 1738 1842     

 

NOTE:  Tolerance % is a given. 

 

Calculations … How did we get there? 
 

 Calculate the Difference  Subtract Shelf Count from Inventory Record 

NOTE:  It doesn’t matter if the Difference is positive or negative. 

 

 Calculate % Difference   (Difference/Shelf Count) x 100 

 

 Tolerance  Compare % Difference with Tolerance %:  if the difference falls within 

the tolerance percentage, then the item is within tolerance. 

 

  Therefore, Items B and D are within tolerance. 
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Related Occupations 
 

Let’s return for a moment to the activities involved in the final stages of the distribution 

process: 

 

 Pick goods – Items ordered from stock are selected from storage and brought to a 

marshalling area. 

 

 Marshal the shipment – Goods making up a single order are brought together and 

checked for omissions or errors; order records are updated. 

 

 Dispatch the shipment – Orders are packaged, shipping documents prepared, and 

goods loaded on the right vehicle. 

 

Depending on the size and setup of the warehouse environment, there may be separate 

staff responsible for these tasks:  order pickers (NOC 6622) and material handlers 
(NOC 7452) often work closely with Parts Clerks to ensure distribution goes according to 

plan.  

 

To learn more about the duties involved in these occupations, please read 

“Picking, Packing, and Shipping” in your Basics of Inventory Management 

text (p. 84), and refer to the NOC website. 

 

 

 

Making the Job Easier! 
 

In order for Parts Clerks and other warehouse personnel to keep all of their priorities in 

order and act on them confidently, their workplace must first establish systems and 

procedures that minimize human error and ensure the security of inventory.  The 

following should be “standard operating procedure” in any warehouse or storage facility: 

 

1. An effective, user-friendly part numbering (SKU) system 

 

2. A straightforward transaction system, one that will clearly: 

 

 Identify item particulars:  the purchase order number, part number, quantity, 

storage location; and when parts and supplies are issued, the quantity, location, 

and part number must be recorded 
 
 Verify quantity:  the physical count determined by weighing or measuring, or by 

storage in standardized containers 
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 Record the transaction before the transaction is physically carried out 
 
 Record the transaction as it is physically carried out 

 

3. Limited access:  Inventory must be kept in a safe, secure space with limited access.  

The space should be locked after regular working hours to prevent people from taking 

items without following proper transaction procedures, and to prevent theft. 

 

4. A qualified workforce:  Warehouse staff should be well-trained in handling and 

storing materials, in recording transactions, and in recognizing the importance of 

record accuracy. 

 

5. Regular audits in collaboration with all employees:  to ensure systems are 

functioning properly. 

 
 

Lesson Summary 

 

We’ve learned about warehousing, the Parts Clerk’s primary function, and the different 

ways Parts Clerks make sense of—organize—the warehouse and its contents:  in terms of 

location, placement, accessibility, and space.  The information the Parts Clerk gathers 

about each of these physical aspects must find its way promptly and accurately into 

inventory records; these records in turn must be audited in to ensure they correspond with 

physical stock and the dollars invested in it – even the most organized Parts Clerk can 

make mistakes.  We wrapped things up by considering how businesses can help offset 

human error by establishing and maintaining quality standards. 

 

 
Next …  
 

Put your knowledge to work! 
 

1. Read and review the material from this lesson. 

 

2. Complete the following questions and exercises and submit them to your instructor 

for grading and feedback. 
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LESSON 2 QUESTIONS & EXERCISES  /106 marks TOTAL 

 

Comprehension Questions – Please answer in your own words.  /45 
 
1. List and briefly describe a Parts Clerk’s core duties.  (4 marks) 

 
 

 

 

 

 

2. a) List the Part’s Clerks five priorities. (5 marks) 
  

 

 

 

 

 

 

b) These priorities aren’t necessarily listed in order of importance in the lesson.   

Which priority do you feel is the most important?  Explain the reasons for your 

choice.  (4 marks) 
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3. List and briefly describe the three systems of stock location.  (6 marks) 

 
 

 

 

 

 

 

 

 

4. In like storage item placement, items can be grouped according to their similarities 

in what three areas?  Provide your own examples of items for each area.  (6 marks) 

 
 

 

 

 

 

 

 
 

5.  Briefly define accessibility as it relates to the warehouse environment.  (3 marks) 
 
 

 

 

 
6. List three factors that can affect warehouse capacity.  (3 marks) 
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7. What three elements should a Parts Clerk pay particular attention to in order to ensure 

inventory records are accurate?  (3 marks) 

 
 

 

 
8. a) What are two advantages of the cycle counting auditing system?  (2 marks) 
 
 

 

 

 
b) What two elements help determine the approach to cycle counting?  (2 marks) 

 
 

 

 

 
9. a) Briefly define the terms tolerance and variance.  (4 marks) 

 
 
 

 

 

 
b) What are three factors used to establish tolerance?  (3 marks) 
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Aisle

4’

4’

200’

4’

4’
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4’

4’

200’

4’

4’

 
Exercises – Application & Reflection      /61 
 

NOTE:  You will need a calculator to complete these exercises. 

 

1. PALLET STORAGE (8 marks) 

 
NOTES:  Please show all your work in the box below, and write your final answer in 
the blank.  Use the example in Lesson 2 (pp. 14-15, above) as a reference. 

 

Scenario 
 
A company has an area for storing pallets as shown: 

 

 

 

 

 

 

 

 

 
 
 

Question 
 

How many pallets measuring 48” x 40” can be stored 3 high if there is a 2” space 
between the pallets? 

 

Your calculations 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

SOLUTION: ___________ 
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2. PALLET SPACE & ACCESSIBILITY (12 marks total) 

 

NOTES:  Please show all your work in the boxes below.  Use the example in Lesson 

2 (pp. 15-16, above) as a reference. 

 

Scenario 
 
A company wishes to store five different SKUs so they are 100% accessible. The 

items are stored in pallet loads that can be stacked 3 high. 

 

Questions 

 

a) How many pallet positions are required? 

b) What is the cube utilization? 

c) If the pallets are stored on racks, how many pallets are needed for 100% 

accessibility? 

 

Solution 

 

a) Pallet positions (6 marks) 

 

SKU Number of Pallets Pallet Positions Required 

A 5  

B 4  

C 4  

D 10  

E 14  

Total 37  

 

b) Cube utilization (3 marks) 

 

NOTE: There are three steps in this calculation. 
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c) Number of pallets (3 marks) 

 

NOTE: There are three steps in this calculation. 

 

 

 

 

 

 

 

 

 

 

 

 

3. CYCLE COUNTING (13 marks) 

 

NOTES:  You will receive one mark for each blank you fill in correctly in the table, 

and one for filling in the final answer statement below.  Use the example in Lesson 2 

(p. 19, above) as a reference. 

 

Scenario 

 

A company conducts an A-B-C analysis of its inventory and calculates that, out of 

5000 items, 22% can be classified as “A” items, 33% as “B” items, and the remainder 

as “C” items.  The decision is made that “A” items are to be cycle counted once a 

month, “B” items every three months, and “C” items twice a year. The company 

works five days per week and 50 weeks per year. 

 

Question 

 

Calculate the amounts necessary to fill in the table below. 

 

Classification 
Number of 

Items 
Count 

Frequency 
Number of 

Counts 

A    

B    

C    

Total Counts  

Workdays per Year  

Counts per Day  

 

 

FINAL ANSWER:  Counts per day = _____________ 
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TOLERANCE (18 marks) 
 

Which of the following items are within tolerance? 

 

NOTES: You will receive one mark for each blank you fill in correctly in the table, 

and one for filling in the final answer statement below.  Use the example in Lesson 2 

(p. 21, above) as a reference. 

 

 

Part No 
Shelf 
Count 

Inventory 
Record 

Difference 
% 
Difference 

Tolerance 
Within 
Tolerance? 

A 405 370    4%  

B 1500 1300    5%  

C 1300 1300    0%  

D 67 70    3%  

E 28 32    0%  

Total       

 

 

FINAL ANSWER:  Items ________________ are within tolerance. 

 

 

 

4. FOLLOW-UP … Think about it!  (10 marks total)      

                 

a) As we’ve learned, it is often difficult to balance space and accessibility equally.  

In the grand scheme of inventory management, which of the two elements do you 

feel is more important?  Explain the reasons for your choice.  (5 marks) 

 

b) “Tolerance is a kind of safety net for businesses when it comes to inventory 

accuracy.”  Discuss this statement – do you agree or disagree?  Why?  (5 marks) 
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Introduction 

 

 
 
What’s in it for you? 
 
All legitimate businesses need to keep track of their financial information and activities – 

to account for their profits, losses, and all transactions in between.  This unit will provide 

you with a foundation in the principal terms, concepts, and activities involved in any 

accounting system, so that you can communicate confidently in the “language of 

business.” 

 

 
 

The SCRM Connection  
 
Inventory—the resource common to all SCRM personnel—represents a significant 

investment (the use of money to make more money) for any business, and needs to be 

monitored and evaluated accordingly.  The last lesson in this unit will consider how 

businesses account for their inventories’ financial performance. 
 

 

 

 

Unit Length:  40 Hours In Class + Assigned Homework 

 

Grading:  Exercises / Quiz  70% 

 Unit Test             30% 
 

 
 

Your Resources 
 

1. SCRM Summit Student Guide (what you’re reading right now) – for 

content, Lesson 2 Exercises, and Lesson 4 Exercises 

 

2. Barron’s E-Z Accounting for Lesson 2 & 3 Exercises 

  

3. Microsoft Excel templates for Lesson 2 & 3 Exercises – your instructor will 

provide you with these computer files that correspond to exercises in 

Chapter 1 of E-Z Accounting. 
 

4. Basics of Inventory Management – for Calculating Ratios exercise  

(Lesson 4) 
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Study Sequence 
 

Summit  Lesson Reading from… 
Exercises  

Lesson 1 
What is Accounting? 

Student Guide N/A 

Lesson 2 
Financial Statements 

Student Guide 

From E-Z Accounting: 
 
 Assignment 1: Personal Balance Sheet 

(online) 

 Assignment 2:  Ch. 1, Exercises 1 – 7 (pp. 
3-7)  

 Assignment 3:  Ch. 1, Exercise 8 (pp. 8) 

 Assignment 4:  Ch. 2, Exercises 5 & 6  
(pp. 23-24) 

 Assignment 5 (Part 1):  Ch. 2, Exercises 1 & 
2 (pp. 19-20) 

 Assignment 6:  Ch. 2, Exercises 3 & 4  
(p. 21) 

 
From Summit Student Guide: 
 
 Assignment 5 (Part 2):  see page 11, below 

Lesson 3 
Other Accounting Terms 
and Concepts 

Student Guide 

 
From E-Z Accounting: 
 
 Assignment 1:  Ch. 1, Exercises 9 – 12 (pp. 

8-12) 
 

Assignment 2:  Mix & Match Quiz (handout) 

Lesson 4 
SCRM Focus:  
Accounting for Inventory 

 Student Guide 
 Basics of Inventory 

Management 

From Basics of Inventory Management: 
 
 Exercise 2 – Calculating Ratios (p. 2) 

From Summit Student Guide 
 
 Exercises 1 & 2 (pp. 22-23, below) 

UNIT TEST (handout) 
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Lesson 1:  What is Accounting? 
 
 
 
This lesson provides a brief introduction to some of the basic concepts, terminology, and activities 

that are part of the accounting process.  Hands-on exercises will give you a clearer picture of 

accounting’s role in the business world.  

 

Accounting is … 
 
the process of recording, classifying, and summarizing financial transactions. 
 
 

Why do we need accounting? 
 

The purpose of accounting is to give us information that will help us make good 
financial decisions – it is essential to the success of any business.  Accounting takes 

place in every business, large or small, and all businesses use the same basic accounting 

principles. 
 
 

Who uses accounting information? 
 
Bookkeepers keep track of the day-to-day business transactions of the business.  This 

information is used by accountants to create the necessary financial statements for the 

business. The accountant summarizes and reports the financial information in a way that 

helps businesses make financial decisions. 

 

Accounting information can help company executives and other employees answer 

questions like:  Which products should we emphasize? or  Should we expand our 

advertising budget and take money away from our marketing budget?  Many businesses 

have departments dedicated specifically to accounting. 

 

Banks also need access to accounting information before they can grant loans to 

companies or invest money in them. 

 

Accounting information also provides other interested parties outside of the business—

investors, stockholders, etc.—with insight into how the financial affairs of the 

company are handled. 
 
 

Businesses and their accounting records 
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 Proprietorships are generally small businesses with a single owner.  The accounting 

records for these businesses include only the records of the business, not the personal 

financial records of the business owner. 

 
 
 Partnerships are similar to proprietorships, except that there are two or more 

owners.  These businesses are small to medium in size. Once again, the accounting 

records for partnerships are separate from the financial records of the owners. 

 
 Corporations are businesses that are owned by one or more stockholders. Many of the 

stockholders are people who have invested money in the company by purchasing stock in the 
company.  The stockholders do not make the day-to-day decisions of the company.  In this 
way, they can be compared to bankers that loan money to small businesses – the banker does 
not control the day-to-day activities of the business to whom it lends money. 

 

 

Reporting Accounting Information 
 
Businesses use three basic financial statements to report their accounting information:  

 

1. Balance Sheet:  lists the company’s assets (the items that the company owns) 

and liabilities (the items that the company owes to others), along with the funds the 

owner has contributed to the business. 

 
2. Income Statement:  shows all of the company’s income (revenue), along with 

all the expenses incurred to earn that income.  The difference between the income and 

expenses is the net income or net loss of the business. 

 
3. Statement of Capital:  also called the Statement of Owner’s Equity or 

Statement of Retained Earnings.  Generally, only two types of events will 

change the capital or owner’s equity.    
 

 A profit or loss made by the company = an  or  in capital 
 
 An investment or withdrawal of money by the owner = an  or  in owner’s 

equity 
 

These statements tell managers, creditors, prospective investors, and government 

agencies how the business is doing.  We will examine financial statements—and the 

items reported on them—in more detail in the next lesson 

 

 

Lesson Summary 
 

So far, we’ve learned what accounting is, why it is necessary, who uses it, and how they 

use it.  Essentially, accounting is just one more form of information management – in this 

case, of financial information. 
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Lesson 2:  Financial Statements 

 
 
 
In this lesson, we will take a more detailed look at how accounting information is 
represented on paper, in the form of financial statements. 
 
 
Guidelines for Statement Preparation 
 

Financial statements must follow the Generally Accepted Accounting Principles (GAAP). 

This means the information presented in the statements must be relevant, reliable, 

verifiable, understandable, quantifiable (measurable), and obtainable. 

 

The statements must be presented in terms of a monetary unit (money). The values 

reported on the financial statements are normally presented at historical cost (what was 

paid for them), not at their current value. The financial statements do not normally 

consider the effects of inflation. 

 

The information presented on the statements should be backed up by documents or 

evidence.  Independent auditors will often verify that the information on the statements is 

true.  The financial information should be comparable from one year to the next or from 

one company to the next.  This means accountants must be consistent in what they label 

as assets and liabilities. 

 
Financial statements must be prepared at least once a year. This practice is usually 
consistent with income tax regulations. 
 

 
1. On the BALANCE SHEET… 
 

If you made a list of everything you own, attached a monetary value to each item, 

added the values up, and then subtracted what you owed to other people, you will 

have completed a very basic Balance Sheet.  A Balance Sheet lists the company’s 

assets, liabilities, and owner’s equity. 

 
a) Assets 

 
Assets are anything a company owns.  

 

If you were to make a list of all of your personal assets, they would include:  bank 

accounts, investments, personal goods – house, property, car, art, jewelry, coins, 

tools, etc.  Business assets are resources owned by the business, including: 

cash, bank accounts, accounts receivable, inventory, land, buildings, equipment, 

office supplies, and company vehicles. 
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ASSIGNMENT 1 

 
Complete your personal Balance Sheet online at:  
http://www.nbc.ca/WebInfoWeb/DispatchRequest?aliasDispatcher=finStatement&lang=en 

 
 

Assets can be either tangible or intangible:  

 

Tangible assets are assets that you can see or touch, e.g. real estate, machinery, 

etc.  These assets can be classified as: 

 

 Current assets will be used up, sold or converted into cash within a year. They 

are considered short-term assets, and include: cash, office supplies, 

investments, inventories, accounts receivable, and prepaid expenses. 
 
OR 
 
 Long-term assets do not generally convert to cash within a year, and are not 

used in the day-to-day activities of the business.  They can include equipment, 

land, buildings, stocks or bonds of other corporations, and savings bonds. 

Long-term assets are also called fixed assets or plant assets. 

 

Intangible assets are assets that you cannot see or touch – they are not physical, 

e.g. patents, copyrights, franchises, and trademarks.  They are usually listed as 

“Other Assets” on the Balance Sheet. 

 

 

IMPORTANT POINTS TO REMEMBER 
 

All assets are expressed in terms of money based on their cost – this is known as 

the cost principle.  Cost includes:  the cost of the item including taxes + 

transportation charges + installation charges + any other charges incurred to make 

that asset operational for the business. 
 

 
ASSIGNMENT 2  
 
Complete Exercises 1 – 7 in Chapter 1 of  Accounting the Easy Way 
(pp. 3-7) 
 

 
 

b) Liabilities 
 

http://www.nbc.ca/WebInfoWeb/DispatchRequest?aliasDispatcher=finStatement&lang=en


Supply Chain Resource Management   STUDENT GUIDE 
(SCRM)  Unit 7:  Introduction to Accounting 

Summit College: Academic and Career Studies © 2004 (rev 2017) Page 251 
  

Liabilities are anything the company owes to others (creditors). Creditors are 

assumed to own the assets of the business (or be entitled to claims upon the assets 

of the business) until the debt is repaid.  

 
If you were to make a list of all your personal liabilities, they would include: 

personal debts, credit card balances, lines of credit, personal loans, car loans, 

mortgage loans, and any other debts you may have. Business liabilities include: 

accounts payable, wages payable, utilities payable, notes payable (written 

promises to repay debts), rent payable, and taxes payable. 

 
 Current liabilities will be paid within the year. 

 
 Long-term liabilities are debts that will be paid over a period longer than a 

year.  They include: mortgages, loans or notes payable. 
 
 

c) Owner’s Equity 
 

Owner’s equity, also known as net worth, is the amount invested in the business 

by its owner(s).  There are two sources of owner’s equity:  1) money (cash) or 

assets directly provided by the owner, and 2) the amount left in the business from 

the profits, called Retained Earnings. 

 
 

 
ASSIGNMENT 3  
 
Complete Exercise 8 in Chapter 1 of Accounting the Easy Way (p. 8) 
 

 
 

The Accounting Equation 
 
This is the relationship between the assets, liabilities and owner’s equity. It is 

expressed as a formula: 
 

Assets = Liabilities + Owner’s Equity 
 

On a Balance Sheet, the assets must always equal the liabilities plus the owner’s 

equity.  In other words, the Balance Sheet must balance. 

 

A Balance Sheet lists all the assets, liabilities, and owner’s equity at a specific point 

in time:  it is a picture of the financial position of the business on that date and 
that date only.  The information is not valid for the day before or the day after – it 

is valid only for the date specified on the Balance Sheet. 

 
On the following page, you’ll find examples of Balance Sheets in both report and 

account formats.  In report form, the assets are listed first, and the liabilities and 
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owner’s equity are listed beneath the assets (vertical).  In account form, the heading of the 

Balance Sheet is the same, but the assets, liabilities, and owner’s equity are listed beside 

each other (horizontal). 
 

The Book Nook 
Balance Sheet 

December 31, 2006 
 
 
Assets 

Current Assets: 
Cash ............................................................................................... $21,363 
Accounts Receivable .......................................................................... 5,316 
Inventory ........................................................................................... 29,500 
Prepaid Insurance .................................................................................. 560 
Total Current Assets ......................................................................... 56,739 
 
Fixed Assets: 
Furniture ............................................................................................. 3,560 
Equipment ........................................................................................... 1,200 
Total Fixed Assets .............................................................................. 4,760 
 
Total Assets................................................................................... $61,499 

 
Liabilities And Owner’s Equity 

 
Current Liabilities: 
Accounts Payable .................................................... $2,000 
Loan Payable ............................................................. 1,000 
Total Liabilities ....................................................................  ............. $3,000 
 
Owner’s Equity: 
Owner’s Investment ............................................... $40,000 
Retained Earnings ................................................... 18,499 
Total Owner’s Equity ...........................................................  ........... $58,499 
 
Total Liabilities and Owner’s Equity ...............................  ........... $61,499  

 

This is 

report 
form 
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The Book Nook 
Balance Sheet 

December 31, 2006 
 

Assets 
Current Assets: 
Cash $21,363 
Accounts Receivable 5,316 
Inventory 29,500 
Prepaid Insurance 560 
Total Current Assets $56,739 
 
Fixed Assets: 
Furniture $3,560 
Equipment 1,200 
Total Fixed Assets 4,760 
 
Total Assets                  $61,499 

Liabilities And Owner’s Equity 
Current Liabilities: 
Accounts Payable $2,000 
Loan Payable 1,000 
Total Liabilities $3,000 
 
Owner’s Equity: 
Owner’s Investment $40,000 
Retained Earnings 18,499 
Total Owner’s Equity $58,499 
 
Total Liabilities & Owner’s Equity 
 

$61,499 
 

 
 
IMPORTANT POINTS TO REMEMBER 
 
All the monetary values on the Balance Sheet reflect the original or historical costs; they 

are not the current value of the items. 

 

All the financial statements start with a heading. The heading identifies the name of the 

business, the statement that is being prepared, and the date or accounting period of the 

statement. 

 

 

 

ASSIGNMENT 4 
 

Complete Exercises 5 and 6 in Chapter 2 of Accounting the Easy Way (p. 23-
24) 
 

 

 

2. On the INCOME STATEMENT… 
 

The Income Statement lets the owner know “the bottom line.”  That is, did the 

company make money, and how much?  It shows the revenue (income) and expenses 

(what was spent to make the income) for a specific time period, known as the 

This is 

account 
form 
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accounting period (as opposed to a point in time, as on the Balance Sheet).  The 

period of time can be a month, a quarter or a year.   

 

A yearly Income Statement must be prepared for income tax purposes. The Income 

Statement is organized into three sections:   

 

a) Revenue includes sales, services, interest, dividends and royalties.  The cost of 

goods sold is deducted directly from sales; it is not included with the other 

expenses of the business. 

 

b) Expenses are the costs of doing business. They are any expenses incurred to 

earn the revenue, so they will vary based on the type of business. Expenses can 

include rent, utilities, bank service fees, tools, equipment, salaries, supplies, and 

bad debt expense.  A bad debt expense is the amount a company feels they will 

not be able to collect from their customers. 

 

c) Net Income or Net Loss is the difference between the revenue and 

expenses – the “bottom line.”  If the revenue is larger than the expenses, there is 

a profit; if the revenue is smaller than the expenses, there is a loss. 

 

On the Income Statement, revenue is reported when earned and expenses are reported 

when incurred, regardless of whether any cash is exchanged.  This is known as the 

accrual method of accounting.  Accordingly, businesses will have accounts 

receivable and accounts payable.  On the other hand, some small businesses report 

revenue and expenses only when cash is exchanged because it is easier to keep track 

of the income and expenses this way.  In any event, all businesses must remember to 

be consistent with their reporting methods. 

 

Below, you’ll find an example of an Income Statement. 

 

The Book Nook 
Statement of Income 

For the Year Ended December 31, 2006 
 
Sales ...................................................................... $95,000 
Less: Cost of goods sold .......................................... 24,500 
Gross Profit: ............................................................................................. $70,500 
 
Expenses: 
Salaries and Wages ............................................... $16,800 
Insurance .................................................................... 1250 
Office supplies ............................................................ 2560 
Bank Service Fees ........................................................ 480 
Total Expenses ........................................................................................ $21,090 
 
Net Income................................................................................................ $49,410 
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IMPORTANT POINTS TO REMEMBER 
 
The Income Statement reports for a period of time, while the Balance Sheet reports for a 

point in time – note the differences in the date line in the header for each type of 

statement. 

 

 

 
ASSIGNMENT 5 
 

1. Complete Exercises 1 and 2 in Chapter 2 of Accounting the Easy Way  
(pp. 19-20) 
 

2. Complete the following exercise: 
  

James Brown owns a music store. From the information given complete a 
Statement of Income for the year ending 31 December 2007. 

 
 Revenue from sales  $50,400 
 Wages and Salaries  $2,680 
 Revenue from rentals $12,480 
 Office Rent   $7,000 
 Office Supplies  $1,345 
 Bank charges  $256 
 Advertising   $540 

 

 

 

3. On the STATEMENT OF CAPITAL… 
 

The Statement of Capital shows how much the business owner has invested in the 

business.  It shows if the owner has contributed more money to the business or has 

withdrawn money from the business.  When the business makes a profit, the owner 

can decide if he/she wants to leave the profit in the business or withdraw the profit. 

 

The net income that is calculated for the Income Statement is required before 

completing the Statement of Capital. Accordingly, the Income Statement is always 

prepared before the Statement of Capital.  The Statement of Capital is completed 

before the Balance Sheet. 

 

There are two parts to the Statement of Capital:  
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a) The heading includes:   the business name, title of the statement, and the 

accounting period.  

  

b) The body shows the owner’s equity at the start of the accounting period + any 

additional amount given to the business by the owner + the net income for the 

accounting period minus any money the owner withdrew to arrive at the ending 

capital (owner’s equity).  

 

Below, you’ll find an example of a Statement of Capital: 

 

 

The Book Nook 
Statement of Capital 

For the Year Ended December 31, 2006 
 
Jane Brody (Beginning) Capital, Jan 1, 2006 $40,000 
Plus: Net Income for the Year $49,410 
Less: Jane Brody, Drawing 30,911 
Net Increase in Capital  18,499 
Jane Brody (Ending) Capital, Dec 31, 2006 $58,499 

 

 
 

ASSIGNMENT 6 
 

Complete Exercises 3 and 4 in Chapter 2 of Accounting the Easy Way (p. 21) 
 
 

 

Lesson Summary 
 
You now have an understanding of how the different kinds of accounting information are 

represented in written form on the three main forms of financial statements. 
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Lesson 3:  Other Accounting Terms 
and Concepts 

 

 
 
This lesson will introduce you to some other common accounting terms and concepts 
that you may encounter in the workplace. 

 

Accounts Payable 
The usual procedure for most businesses is to buy on account, rather than paying cash. 

The amount owing is paid in the future, perhaps within 30 to 60 days. As a result, debts 

called Accounts Payable are owed to creditors. 

 
Accounts Receivable 
When a business makes a sale, the customer does not always pay cash in full; instead, 

they may make a downpayment with an agreement to pay the balance at a later date.  As a 

result, an asset account called Accounts Receivable is created. 

 
Depreciation 
The method of spreading the historical cost of a long-term asset over its useful life.  

 
The General Journal 
When a business transaction occurs, it is recorded in the general journal or journal, 
also known as the book of original entry, as it is the first place the transaction is 

recorded.   Every business transaction is recorded in at least two accounts.  One account 

will receive a debit entry, meaning the amount will be entered on the left side of that 

account. Another account will receive a credit entry, meaning the amount will be 

entered on the right side of that account.  This system is known as double-entry 

accounting. 

 
Here is an example of a general journal: 

 

JOURNAL 
Date Entries Reference Debits Credits 

   Amounts 

12/05/06 Building  $50,000  

 Cash   $50,000 

(Bought building for business with cash) 

31/05/06 Salary  $500  

 Cash   $500 

(Paid salary for the month of May with cash) 
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Accounting Rules: 
 
Remember: Assets = Liabilities + Owner’s Equity (capital) 
 
  A = L + OE 
 
 Assets (the left side) are increased with debits and decreased with credits; 

 

 Liabilities and Owner’s Equity (the right side) are increased with credits and 

decreased with debits (the opposite of Assets). 

 

 In double-entry accounting, the accounting equation must always remain in balance. 

That is, the debits must always equal the credits. This means that, if you increase a 

debit, you must increase a credit, or if you decrease a debit, the credit must also 

decrease. 

 

Standard Practice for Handling Increases/Decreases in Accounts 

Transaction Journal Entry 

Assets Increase Debit 

Assets Decrease Credit 

Liabilities Increase Credit 

Liabilities Decrease Debit 

Owner’s Equity Increase Credit 

Owner’s Equity Decrease Debit 

 
 
EXAMPLE 
 
Jane Brody invested $40,000 in her business on 1 Jan 2006.  According to the guidelines 

above, an increase in an asset is a debit and an increase in owner’s equity is a credit. 

Therefore, the journal entry would look like: 

 

JOURNAL 
Date Entries Reference Debits Credits 

   Amounts 

01/01/06 Cash  $40,000  

 Owner’s 
Equity 

  $40,000 

(Owner invests $40,000 in cash) 
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If Jane Brody bought a computer, desk, and chair for the Book Nook on 5 Jan 2006 with 

company funds, the transactions would look like: 

 

JOURNAL 
Date Entries Reference Debits Credits 

   Amounts 

5/01/06 Computer  $2,300  

 Desk  $400  

 Chair  $200  

 Cash   $2,900 

(Purchase of assets with cash) 

     

 
 
IMPORTANT POINTS TO REMEMBER 
 
Debits must always equal the credits entered for each transaction.  

 
 
 

ASSIGNMENT 1 
 

Complete Exercises 9 – 12 in Chapter 1 of Accounting the Easy Way (pp. 8-12) 
 
 

 
The General Ledger 
The General Ledger contains all the accounts of the business. Each account has a separate 

page with a separate account number.  All the transactions that are recorded in the 

General Journal get transferred to the appropriate account in the General Ledger.  Each 

one of these accounts is assigned an account number for easy reference.  Normally, the 

Assets are the 100s, the Liabilities are the 200s, the Owner’s Equity is the 300s, the 

Revenues are the 400s, and the Expenses are the 500s. This listing of accounts is called 

the chart of accounts. 

 

For example, the General Ledger could contain a page for Cash – Account #100, another 

for Office Equipment – Account #101, Office Supplies – Account # 102, Owner’s Equity 

– Account # 300, Accounts Payable – Account #200, etc. The first three transactions 

would be recorded in the General Ledger as follows: 
 

Cash                                 Account #100 

Date Comments Ref. Debit 
Amount 

Date  Comments Ref. Credit 
Amount 

01/01/06  J-1 $40,000     
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    05/01/06  J-1 $2,900 

 
 

Office Equipment                                Account #101 

Date Comments Ref. Debit 
Amount 

Date  Comments Ref. Credit 
Amount 

05/01/06 Computer J-1 $2,300     

 Desk J-1 $400     

 Chair J-1 $200     

 
 

Owner’s Equity                                 Account #300 

Date Comments Ref. Debit 
Amount 

Date  Comments Ref. Credit 
Amount 

    01/01/06  J-1 $40,000 

        

 
Once entered into the General Ledger, the corresponding reference number would be 

entered in the General Journal as follows:  

 

JOURNAL 
Date Entries Reference Debits Credits 

   Amounts 

01/01/06 Cash 100 $40,000  

 Owner’s 
Equity 

300  $40,000 

(Owner invests $40,000 in cash) 

     

 
At the end of the month, the debits and credits in each account in the General Ledger are 

totaled.  If the debits = credits, there is no balance in the account; if the debits > credits, 

there is a debit balance, and if the debits < credits, there is a credit balance.  Debits and 

credits will probably not be equal for each account; when totaled together, however, they 

should balance (debits should equal credits). 

 
Trial Balance 
Also known as the worksheet, the trial balance is a list of all the accounts in the general 

ledger that have a balance other than zero. All the debits are listed along with all the 

credits, and they should balance (or equal). There are two reasons for preparing the trial 

balance sheet.  1)  If the debits and credits do not balance, then an error has been made 

when posting the transaction or when transferring the information to the general ledger; 

the error needs to be found and corrected.  2)  The trial balance also makes it easier to 

complete adjusting entries.  
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EXAMPLE 

The Book Nook 
Trial Balance 

(Before Adjusting & Closing Entries) 
December 31, 2006 

 

 Debits Credits 

Cash 21,363  

Accounts Receivable 5,316  

Inventory 29,500  

Prepaid Insurance 560  

Office Equipment 4,760  

Accounts Payable  2,000 

Loans Payable   1,000 

Owner’s Investment  9,089 

Retained Earnings  0 

Sales   95,000 

Cost of Goods Sold 24,500  

Insurance 1,250  

Office Supplies 2,560  

Bank Service Fees 480  

Wages 16,800  

 107,089 107,089 

 
Adjusting Entries 
In any business, there are normally financial events that are not recorded in the journal 

during the accounting period, but need to be recorded before the financial statements are 

prepared.  These transactions do not have specific dates; they are, however, financial 

realities that must be entered in order to keep the business’s records accurate.  These 

entries could include: accumulated depreciation, prepaid insurance, mortgage interest, 

and bad debts. After these entries are made in the general journal, they will be posted to 

the general ledger just like any other business transaction. 

 
Trial Balance After Adjustments 
Once all the adjusting entries are posted to the journal and general ledger, the accountant 

may prepare another trial balance.  This helps the accountant in preparing the necessary 

financial statements.  This Trial Balance would be noted as:  (After Adjustments, Before 

Closing). 

 
Closing Journal Entries 
Normally, accounting records are closed at the end of the year. Once all the closing 

entries have been posted, all the revenue and expenses accounts will have a zero balance. 

The purpose of the closing entries is to start the new year with only the revenues and 
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In conclusion  

expenses for that year. To bring the accounts to a zero balance, the account balance is 

first determined; then, this amount is placed on the opposite side of the account.  

 

For example, if the account balance is determined to be a debit of $350, the closing entry 

would be a credit of $350.00. 

 
Reversing Entries 
A reversing entry is required whenever an adjusting entry results in the creation of an 
account that normally does not have a balance during the year. The reversal entry will 
take place on the first day of the new accounting period and will be the exact amount of 
the adjusting entry on the opposite side of the account.  These entries simplify the 
bookkeeping process for the next accounting period.  

 
 
 
 

Steps in the Accounting Cycle 
 
 

1. Daily business transactions are entered in the journal. 

2. Journal entries are posted (transferred) to the general ledger accounts. 

3. The trial balance (worksheet) is prepared monthly.  

4. The trial balance after adjustments is prepared. 

5. Prepare the financial statements. 

6. Journalize and post adjusting entries. 

7. Journalize and post closing entries. 

8. Prepare a post-closing trial balance. 
 

 

For your reference … 
 

 For a more comprehensive list of accounting terms, please refer to the 
Glossary in Accounting the Easy Way (pp. 381-395). 

 
 The website, AccountingCoach.com is also a very useful resource for 

clarifying a wide variety of accounting terms and concepts: 
 
http://www.accountingcoach.com/  

 
 

 

ASSIGNMENT 2 
 

Complete the Mix & Match Quiz (handout from instructor) 
 
 

http://www.accountingcoach.com/
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Lesson 4:  SCRM Focus:  
Accounting for Inventory 

 
 

Like anything else a business owns, inventory is an asset – 

something that has value and is expected to benefit the future 

operation of the business.   If, however, there is too much 

inventory on hand, and the costs of carrying it become too high, it 

can become a liability. 

 

As we learned earlier in this unit, owner’s equity is the amount invested in the 

business by its owner(s) minus all liabilities – it is a rearrangement of the basic 

accounting equation, as follows: 

Assets – Liabilities = Owner’s Equity 

In order to make sure inventory does not become a liability, and only strengthens owner’s 

equity, its value must be controlled.  In Unit 6A, we learned how Purchasing and 

Inventory Clerks can contribute to a company’s profits through their perceptive 

acquisition and analysis of inventory items.  To recap:  Purchasing Clerks must acquire 

the best items for the best price, while Inventory Clerks must monitor the company’s 

investment in those items through the use of inventory classification systems (A-B-C, 

etc.). 

 

How are we really doing? 
 

Even with the sharpest SCRM personnel on the case, it is often still a challenge for 

businesses to get an objective idea of just how well they are controlling their inventory 

investment.  Companies use the following methods to help them get a clearer picture of 

just where the money’s going, and whether or not inventory is giving them the best return 

on their investment. 

 

1. Cash Flow Analysis 
 

Cash flow analysis involves examining the components of the business that affect 

cash flow (the movement of money into and out of the business), such as accounts 

receivable, accounts payable, and inventory. By performing a cash flow analysis on 

these separate components, companies are able to more easily identify cash flow 

problems and find ways to improve cash flow.  For example:  if too much cash is tied 

up in “A” inventory items, the company will run the risk of running out of lower-

value “B” or “C” items that can actually contribute more to the “bottom line.”  In 

reality, less expensive items with higher turnover ratios have a greater effect on 
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Inventory turns = 
annual cost of goods sold

average inventory in dollars
Inventory turns = 

annual cost of goods sold

average inventory in dollars

Inventory turns = 
$1,000,000

$500,000
= 2Inventory turns = 

$1,000,000

$500,000
= 2

your business than more costly items.  A cash flow analysis will reveal how well the 

company’s A-B-C system is working.   

 

 

2. Financial Inventory Performance Measures 
 

As Dennis Lord states in his article, Inventory – The Necessary Evil?: 

 
“If you want to ensure that your efforts are driving inventory in the right direction, it’s essential 
that you measure inventory performance” (see Unit 5, Lesson 3).  
 

Inventory turns and days of supply are two calculations companies commonly 

use to determine whether their inventory “measures up.” 

 
a) Inventory Turns 

 
Ideally, a manufacturer would have no inventory.  As we’ve learned, however, 

this is not practical, since inventory is needed to support manufacturing and 

satisfy customers.  So, how much inventory is enough?  While there is no 

definitive answer, the inventory turns ratio is a convenient way of measuring how 

effectively inventories are being used. 

 

An inventory turn or turnover is the number of times inventory is sold or used up 

during a one-year period.  This number is generally calculated by dividing the 

average or current inventory level into the annual inventory usage (annual Cost of 

Goods Sold). 

 

(The calculation of average inventory can be complicated and is beyond the scope 

of this lesson.  Here, average inventory is a given.) 
 
 

 

 

 
 

Example Problem 
 

The annual cost of goods sold is $1 million and the average inventory is 

$500,000. What is the inventory turnover? 

 

Solution 
  

 

Looking at the ratio, we can see that, with $500,000 of inventory, the company is able 

to generate $1 million in sales at the very least.  If the company strengthens its 

resource management strategies and increases its turns ratio to 10, it will generate the 

same sales, but with only $100,000 of average inventory.  If the annual cost of 

javascript:rp.t_onC(33);
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Days of supply = 
inventory on hand

average daily usage
Days of supply = 

inventory on hand

average daily usage

Days of supply = 
inventory on hand

average daily usage
=

9000

200
= 45 daysDays of supply = 

inventory on hand

average daily usage
Days of supply = 

inventory on hand

average daily usage
=

9000

200
= 45 days

carrying inventory is 25% of the inventory value, the reduction of $400,000 in 

inventory will result in a cost reduction (and profit increase) of $100,000! 
 
 In general, increasing inventory turns will help the business to: 
 

 Reduce carrying costs 

 Increase net income and profitability as long as the revenue from selling the  

 item remains constant 

 Increase responsiveness to changes in customer requirements while allowing 

the replacement of obsolete items 

 

REMEMBER:  The higher the inventory turns, the better the firm 

uses its inventory assets.  
 

b) Days of Supply 
 

Days of supply is a measure of the number of days that inventory can satisfy 

demand, based on usage; it is calculated using the following equation: 

 

 

 
 

Example Problem 

A company has 9000 units on hand and the annual usage is 

48,000 units.  

There are 240 working days in the year. What are the days of 

supply? 

 
Solution 

 

 

 

 

 

 
 
 

 

 

 

Manufacturing businesses in particular must account for units of production (inventory, 

shipments, etc) in the same way they account for actual dollars spent.  To learn more 

about how manufacturers calculate production, please read and study “The Basic 

Manufacturing Equation” in your Basics of Inventory Management text (pp. 62-63).  

You can also enhance your knowledge of financial calculations and statements by reading 

“Key Financial Ratios” (p. 64), and completing the accompanying exercise, 

“Calculating Ratios” (p. 65). 

Average daily usage =      = 200 units 

48,000 

240 
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REMEMBER:  By paying attention to the company’s finances and how your 
job impacts them, you will contribute even more to the company’s 
success. 

 
Next …  
 

Put your knowledge to work! 
 

3. Read and review the material from this lesson. 

 

4. Complete the following exercises and submit them to your instructor for grading and 

feedback. 

 

LESSON 4 EXERCISES  
 

INVENTORY PERFORMANCE MEASURES  / 10 marks TOTAL 

 

1. If the annual cost of goods sold is $12 million and the average inventory is $2.5 

million: 

 

a) What is the inventory turns ratio?  (1 mark) 
 
b) What would be the reduction in average inventory, if, through improved 

resource management, inventory turns increased to 10 times per year?  (2 marks) 
 

c) If the cost of carrying inventory is 20% of the average inventory, what is the 

annual savings?  (2 marks) 

 
Your Solution – Please show your work. 

 
a) Inventory Turns Ratio 
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b) Average Inventory & Reduction in Inventory 

 

 

 

 

 

 

 

 

 

 

 

 

c) Annual Savings 

 

 

 

 

 

 

 

 
 
 

2. A company has 600 units on hand and the annual usage is 7200 units. There are 240 

working days in the year. What are the days of supply?  (5 marks) 

 

Your Solution – Please show your work. 
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Introduction 
 
 

What’s in it for you? 
 

In Unit 8-9, your existing computer skills will serve as a jumping off 

point for your study and practice of the fundamentals of database 

management.  Once you enter the workplace, you will most likely use 

database applications designed specifically for your employer.  In most 

cases, however, these individualized programs will be built on the basic 

principles of Microsoft® Excel and/or Access.  Knowledge of this 

software will provide you with a solid foundation for company-specific 

training. 

 

 
 

The SCRM Connection  
 
As you gathered from the job descriptions in Units 6A, 6B, and 6C, SCRM personnel 

may often be responsible for producing or maintaining computerized records and reports 

(supplier/pricing data, inventory records, production schedules, etc).  A sound 

understanding of spreadsheet (Excel) and database (Access) applications, and how these 

can help you manage that essential resource—information—will only increase your 

efficiency on the job. 
 

 
 
 
 
Unit 8 Length:  40 hours 

 

Grading: Lesson Completion/Excel Exercises   47.5% 

  Projects 20% 
 Quizzes 10% 
 Unit Test 10% 
 Participation 12.5% 
 
 
 
Unit 9 Length:  40 hours 

 

Grading: Lesson Completion/Access Exercises   20% 

  Projects 50% 
 Unit Test 20% 
 Participation 10% 
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Your Resources 
 

1. SCRM Summit Student Guide (what you’re reading right now)  

2. Summit Student Guide – Microsoft Excel 2010 Level 2 

3. Summit Student Guide – Microsoft Access 2010 Level 1 

4. Learning MS Office 2010 Deluxe textbook (student copy) 

 
 

Please ask your teacher for a copy of the above resources. 
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Introduction 

 

 
 

What’s in it for you? 
 

In this unit, you will learn about:   

 

 Safety as it relates to any workplace 

 The variety of hazardous materials you could potentially encounter 

while on the job 

 Employers’ responsibilities when it comes to keeping you informed 

and protected 

 Developing safe practices for future employment 

 WHMIS and its purpose in the workplace 

 

The bottom line:  the awareness and safe practices you develop in this unit will serve as 

important transferable skills in your new position – skills you can take with you to any 

job. 

 

 
 

The SCRM Connection  
 
Depending on the workplace, the inventory you are responsible for or come into contact 

with in your SCRM role may present potential safety hazards.  It is in your best interests 

to be as informed as possible about all of the materials in the plant, warehouse, store, etc., 

and about the nature of your physical working environment, so that you can minimize 

risk for yourself and your SCRM colleagues.   When it comes to safety, information is 

just as valuable a resource as it is in any SCRM-specific function we’ve discussed.  
 

 

 
 
Unit Length:  5 Hours In Class + Assigned Homework 

 

Grading:  Participation  50% 

 Unit Test       50% 
 
 

 Your Resources  
 

 SCRM Summit Student Guide (what you’re reading right now) - Study 

Lessons 1-9 (to follow), then complete a unit test to test your 

understanding.   
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Lesson 1:  Workplace Hazards 

 

 

 

 
There are hazards in every workplace. 

If you are not aware, 
you are at risk! 

 

 

What is a hazard? 
 

A hazard is anything that can hurt you or make you ill.  We deal with hazards 

every day – walking across busy streets, driving to work, playing sports we enjoy, 

and we take it for granted that nothing will happen to us. The hazards you face at 

work are different. 

 

Why? 
Over the course of your life, you have learned to identify and avoid everyday 

hazards, mainly through common sense.  In the workplace, however, you require 

specific training on how to recognize, assess, and control the hazards you may 

face. 

 

Recognizing Hazards 
 

But How?  Given all the various industries and their unique environments, how do 

you control all the hazards that might be there?  For a start, learn the four different 

types of hazards. 

 

1. Physical Hazards are common in many workplaces. They include unsafe machines 

and environmental conditions that can cause injuries, illness and/or death.  
 

Be Aware of: 
 

o Electricity 

o Unguarded moving machinery parts 

o Constant loud noise 

o High exposure to sunlight 

o Ultraviolet rays 

o Over exposure to excessive heat or cold 

o Ladders & Scaffolds 

o Liquids /Spills on the floor 
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2. Biological Hazards come with working with animals and people; for instance, in a 

day care, hospital or veterinary office. Guard against: 
 

o Bloody and body fluids 

o Fungi 

o Bacteria and viruses 

o Plants 

o Insect bites 

o Animal and bird droppings 
 

3. Chemical Hazards  

Many workplaces use hazardous materials that can injure workers.  Be cautious of: 
 

o Liquids like cleaning products, paints, acids and solvents 

o Vapours and fumes like welding fumes and solvent vapours 

o Gases like acetylene, propane, carbon monoxide and helium 

o Flammable materials like gasoline, solvents and explosive chemicals 
 

4. Ergonomic Hazards are adverse physical effects brought on by the design o of the 

workplace or the job requirements. These include: 
 

o Eye strain - poor lighting 

o Poor posture - uncomfortable workstations and chairs  

o Strain/stiffness - constant lifting 

o Strain/stiffness - repetitive movement 

o Fatigue - having to use too much force 
 
 

KEY POINTS – FOR YOUR REVIEW: 

Workplace safety is based on recognizing, assessing, and controlling hazards.  There are 

four types of hazards – Physical, Chemical, Biological and Ergonomic. 
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Lesson 2:  Assessing Hazards 

 

 
 

Introduction 
 

Once a hazard has been recognized, it needs to be assessed in terms of its danger 

and the type of injury it can cause.  Ask yourself: 

 

How can this hazard hurt me or another worker?  How big is the risk?  Are its 

effects immediate and short-lived, or delayed and longer-lasting?  To answer 

these questions, you need to understand the two types of injuries. 
 

1. Acute Injuries 
 

Some hazards, like a slippery floor or an unguarded machine, can cause injuries 

right away.  These traumatic injuries are acute and are often caused by physical 

and chemical hazards. 
 

2. Chronic Injuries 
 

Some hazards cause injury or sickness more gradually, and, often, you may not 

even be aware of the damage.  For instance, some chemical hazards enter your 

body by breathing, swallowing or are absorbed through the skin, but can take 

years to produce symptoms.  Or you can be hurt by lifting, climbing or by 

ergonomic hazards, like strain caused by repetitive movements.  Injuries with a 

gradual onset are chronic. 

 
 

KEY POINTS – FOR YOUR REVIEW: 

Acute injuries occur immediately, often from physical and chemical hazards. Chronic 

injuries happen over time, often from chemical and ergonomic hazards. 
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Lesson 3:  Controlling Hazards 

 
 
 

Introduction 
 
Hazards should be eliminated wherever possible.  For example, in cases where there is a 

reasonable alternative, hazardous chemicals should be replaced by non-hazardous 

chemicals.  If a hazard cannot be eliminated, then it has to be controlled in order to 

reduce the risk of injury or illness.  There are four main ways to control hazards: 
 

1. Physical or Engineering controls involve redesigning the source of the 

hazard. Some examples include:   
 

o Adding metal and protective guards to machinery 

o Ventilating a work area to help remove toxic vapours 

o Creating systems that prevent machines from starting when a worker is 

servicing them 
 

2. Operational controls set rules for how people work with or around 

hazards. These are the “dos” and “don’ts” workers must follow. They are 

often called Safe Work Practices or Procedures.   
 
Safe work procedures often deal with how to use any physical controls for the 

hazard and what protective equipment must be used. 
 

3. Administrative controls deal with how often and how long people are 

allowed to work with a hazard.  For instance:  limiting working times to 

reduce fatigue, implementing job rotations to reduce repetitive strain injuries, 

additional rest breaks in extremely hot or cold weather. 
 

4. Personal Protective Equipment and facilities are used to protect workers 

from hazards that cannot be fully controlled in any other way.  For instance:  

safety glasses to protect the eyes from flying debris, eye washing stations near 

areas where hazardous chemicals are used, hand wash stations where harmful 

biological materials such as blood are handled. 
 

It is your job to follow any safety procedures and to use any protective equipment 

or facilities those procedures require.  It is also your responsibility to report 

hazards and to do the job the way you were trained to do it. 
 

KEY POINTS – FOR YOUR REVIEW: 

Hazards can be controlled by one or more physical, operational or administrative 

controls, and/or protective equipment and facilities. 
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Lesson 4:  Laws and Regulations 

 
 

Introduction 
 

Both the Ontario Government and the Government of Canada have laws to protect 

the health and safety of workers under their jurisdictions.  These laws are called 

Acts. 

 

An Act is general; it sets out what the law is about, to whom it applies, and the 

penalties in place for disobeying it.  Some acts also have Regulations. 

Regulations are specific; they spell out all the details that you need to know in 

order to obey the law. 

 
 

The Occupational Health and Safety Act 
 

Most, but not all, of Ontario workers are protected by the province’s 

Occupational Health and Safety Act (OHSA).  The Act sets out general 

health and safety requirements for every workplace to which it applies. Ontario’s 

Ministry of Labour (MOL) enforces the Act; MOL inspectors have the authority 

to inspect workplaces and investigate accidents.  MOL can also issue orders for 

changes, so that a workplace meets the Act’s requirements, and can order that a 

machine process be stopped until it complies with the Act.  

 

MOL inspectors can also lay charges against companies or people breaking the 

laws of the Act.  If convicted, the person or company can be fined and/or jailed. 

 
 

The Act’s Regulations 
 

The OHSA has many regulations that apply to specific occupations, types of 

workplaces, and/or workplace hazards. 

 

For instance, there are specific regulations for occupations like firefighters, 

teachers, and university academics.  There are also regulations for specific 

workplaces such as healthcare facilities, industrial establishments, and 

construction and mining. 

 

Then there are regulations to deal with certain kinds of hazards, like biological 

agents and X-rays.  Finally, there is a regulation that covers most hazardous 

materials (See Lesson 8 – WHMIS), and there are regulations covering eleven 

especially dangerous materials called Designated Substances. 
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These Regulations are very detailed and they have the same legal force as the Act 

itself; the same penalties apply if the regulations are not followed.  You should 

know which, if any of these Regulations apply to your job and workplace.  

 

 

KEY POINTS – FOR YOUR REVIEW: 
Governments protect workers through Acts and Regulations.  In Ontario, the 

Occupational Health and Safety Act provides the general requirements for workplace 

health and safety. 
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Lesson 5:  Three Basic Rights 

 

 
 

Introduction 
 

The Occupational Health and Safety Act grants every worker three important 

rights: 

 

1. You have the right to Know the Hazards of Your Job.  Your employer or 

supervisor must tell you about any and all elements of your job that can cause 

you harm.  Your employer must ensure that you are provided with the 

information you need so that you can work safely. 

 

2. You have the right to Refuse Unsafe Work if you believe the job is likely 

to endanger you or place you in unsafe conditions. 

 

3. You have the right to Participate in Keeping Your Workplace Healthy 
and Safe.  Depending on the size of the company, you can be a part of the 

Joint Health and Safety Committee (JHSC), or be a Health and Safety 

Representative. 

 

REMEMBER!  Workers who understand these rights and know how to use them are 

better able to protect themselves on the job.   
 

 

KEY POINTS – FOR YOUR REVIEW:  
The OHS Act gives you the Right to Know, the Right to Participate, and the Right to 

Refuse Unsafe Work.  According to the Act, your employer or supervisor cannot 

discipline you for refusing to do a task you believe is unsafe. You, your supervisor, and 

your employer must carefully follow the steps of the work Refusal Process. 
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Lesson 6:  The Law Requires… 

 
 

Introduction 
 

The Occupational Health and Safety Act requires that every member of the 

workplace do their part to ensure a safe and healthy environment.   The Act 

legislates duties and responsibilities for the employer, supervisor, worker and 

others. 

 

Among other responsibilities, employers shall: 
 

 Make sure that required health and safety training is given to you. 

 Make sure that you are provided with proper equipment and trained to use 

 it safely. 

 Make your supervisor and you aware of any known hazards in the

 workplace. 

 Take every reasonable precaution to protect you. 

 In workplaces with more than five workers, have a written health and safety 

policy and program, and post it where you can read it. 

 Post the names and work locations of Joint Health and Safety Committee 

 members or representatives where you can see them.  

 Post the Act and the WSIB In Case of Injury at Work poster where you  can 

read them. 

 Post Ministry of Labour orders where you can see them. 

 
 

KEY POINTS – FOR YOUR REVIEW: 
Your employer and your supervisor must do everything reasonable to protect your health 

and safety.  You must comply with the law, follow company rules, and always work 

safely.  Your must report any hazards to your supervisor or employer. 



Supply Chain Resource Management Program  STUDENT GUIDE 
(SCRM)  Unit 10: Workplace Safety 

Summit College: Academic and Career Studies © 2004 (rev 2017) Page 284 

Lesson 7:  You Can Expect…. 

 

Introduction 
 

Any time you start a new job, your employer and supervisor have a duty to give 

you information about the hazards of your job and make sure you receive any 

safety training required by law. 
 

Types of Training 
 

There are two kinds of training you must receive. 

 

1. General Workplace Safety Information and/or training alerts you to 

basic safety concerns and procedures in your workplace.  For example:  

company safety rules, emergency procedures, and first aid locations and 

procedures. 

 

2. Specific Safety training teaches you how to do your job safely and how to 

use any machines your job requires.  For example:  procedures – how to do 

the job, how to use protective guards and safety features, lockout procedures. 

 

If your job involves working with or near hazardous chemicals, your employer 

will also have to provide you with a special type of training called WHMIS. 
 
 

PPE – Personal Protective Equipment   
 

Your employer must ensure that you have the protective equipment your job 

requires, and your supervisor must make sure you use it, and that you use it 

properly.  The most common equipment includes hard hats, safety boots, dust 

mask, gloves, protective eyewear, and hearing protection. 
 

Hygiene and Emergency Facilities 
 

Apart from personal protective equipment, some jobs will require you to use 

hygiene facilities such as hand wash stations and disinfectant soaps.  These 

measures reduce the chance of toxic substances being absorbed or ingested into 

the body; they may also prevent hazardous agents from being carried away from 

the workplace. 
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KEY POINTS – FOR YOUR REVIEW:  
Your employer must provide you with information and or training on the general and 

specific hazards in your workplace.  You must be provided with, and know how to use, 

any protective equipment or facilities your job requires.  The information in this program 

is NOT a substitute for the information and/or training your employer is required to give 

you. 
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The WHMIS Regulation does not cover all hazardous 

materials.  For instance, the Pesticides Act covers 

pesticides used in landscaping.  Some hazardous 

materials also have their own specific regulations.   

Lesson 8:  WHMIS 

 

PLEASE NOTE:  More comprehensive information on WHMIS and its purpose in the 

workplace will be provided during the compulsory Summit WHMIS training available as 

a PowerPoint presentation. Your teacher will help you access it after you complete the 

readings here.  

 
 
Introduction 
 

Many workplaces either use or store materials that can hurt you.  And you might 

not know it.  Many hazards like battery acid, tanks of compressed gas and poisons 

seem obvious.  But what about paints?  Lubricating oils?  Cleaning Products?  

Don’t assume they are safe.  Hazardous materials can also be found in many of 

these products.  You have the Right To Know what thee materials are, how they 

can hurt you and how you can protect yourself. 
 
 

What WHMIS is 
 

The Workplace Hazardous Materials Information System exists to help you 

properly exercise the Right To Know. 
 
 
 
 
 
 
 
 

WHMIS requirements are regulated under the Occupational Health and Safety 

Act.  These requirements apply in any workplace where hazardous materials are 

used or stored. 

 

WHMIS requires three things before hazardous materials can be used in a 

workplace: 
 

1. Warning Labels 
The hazardous material’s container must have a warning label that tells 

you what hazardous materials are in the container, what the hazards are, 

how to use it safely, and first aid procedures.  The label must include a 

WHMIS symbol for any hazards that material has.  There are eight of 

these hazard symbols. 
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2. Material Safety Data Sheets 
The hazardous material must come with a MSDS (Material Safety Data 

Sheet).  The MSDS tells you about the material, its hazards, how to use it 

safely and what to do in an emergency.  The employer must have a copy 

of MSDS for every hazardous material in the workplace. 

 
3. Training 

Any worker who works with or near hazardous materials must be trained 

how to recognize the WHMIS symbols/pictograms and how to read and 

understand the warning labels and the Material Safety Data Sheet. 
 
 

KEY POINTS – FOR YOUR REVIEW: 
WHMIS is a regulation that applies to all workplaces where hazardous materials are 

stored or used.  Materials covered by WHMIS must have a warning label.  Your 

employer must have an up-to-date MSDS for any hazardous materials used or stored. 
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WHMIS Pictograms/Types of Hazards 
 

Most hazard classes and categories are assigned a symbol reflecting the type or severity 

of the hazard. 

 

The symbol is called a pictogram when it is framed by a red square set on a point. The 

exception is the biohazard pictogram which is in a round black border. 

 

The WHMIS pictograms and their names are shown here. 
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Designated Substance Regulations (DSR) 
 

Most workplace hazardous materials are covered by WHMIS regulations and by 

the Control of Exposure to Biological or Chemical Agents regulations.  There are, 

however, eleven hazardous materials for which the government of Ontario has 

written special rules. 

 
These materials are called designated substances and, except for 

asbestos, each has its own regulations.  (There are two regulations that deal with 

asbestos.)  The goal of these regulations is to limit how much of the material a 

worker can be exposed to. 
 

There are DSRs for: 

 Asbestos 

 Asbestos on Constructions Projects and in Buildings and Repair Operations  

 Silica 

 Isocyanates 

 Benzene 

 Arsenic 

 Ethylene Oxide 

 Lead 

 Coke Oven Emissions 

 Acrylonitrile 

 Mercury 

 Vinyl Chloride 

 
 
Next …  
 

Put your knowledge to work! 
 

1. Read and review the material from this lesson. 

 

2. Complete the Summit WHMIS training available as a PowerPoint presentation (ask 

your teacher for help with accessing/viewing it). 
 

3. Complete the online WHMIS quiz to test your knowledge of the WHMIS symbols 

and their meaning (ask your teacher for help with accessing it). 
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Lesson 9:  Reporting Injuries or 
Illness 

 

Introduction 
 

Workplace injuries and illnesses are preventable.  A workplace that takes its 

health and safety duties seriously can reduce exposure to hazards leading to 

injuries or illnesses. 

 

But what happens if there is an injury at work? 

 

What happens if something in your job makes you sick? 

 

You must report it to your supervisor! 
 

Why should you report any injury or illness? 
 

o To make sure you get correct medical treatment right away. 
 
o To make sure you receive the appropriate compensation for your injury or 

illness without delay. 
 

o So the cause of the injury or illness can be investigated and corrected to 

prevent it happening to someone else or causing a more serious injury. 
 

Ontario’s Workplace Safety and Insurance Act (WSIA) 
 

The WSIA is another important law pertaining to occupational health and safety.  It was 

created to promote safe and healthy workplaces, to help workers who have been injured 

or made ill on the job return to work quickly and safely, and to provide compensation 

benefits while they are off work. 

 

KEY POINTS – FOR YOUR REVIEW: 
The Workplace Safety and Insurance Board (WSIB) provides compensations for 

lost wages and health care costs caused by workplace injuries and illnesses.  If you are 

injured or made ill, you must follow the steps laid out in the WSIB’s In Case of Injury 
at Work poster.  You can download your own version of the poster at: 

www.wsib.on.ca   

(Hover over Workers, then Health and Safety, and click on In Case of Injury at Work 

poster under Workers rights and responsibilities link) 

 

Do not be afraid or reluctant to report any workplace injury or illness you think was 

caused by your work. 

http://www.wsib.on.ca/
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IMPORTANT 
 

 
 

Once you have finished Unit 1-10, 
you will combine your transferable 

and job-specific knowledge and 
skills to complete a cumulative 

assignment.   
 
 

Your teacher will provide you with 
the materials you will need to 

complete this assignment. 
  

 
Please review all content from 

your student guide & related texts 
in order to prepare for the 

assignment. 
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Introduction 

 

 

What’s in it for you? 
 

 

In this unit, you will create a functional cover letter and resume, and 

prepare for job interviews.  

 

 

 

 

 

 
 

The SCRM Connection  
 
A well-developed self-image and self-confidence are conducive to job search success. 

While building on these attributes, you will develop an inventory of your strengths and 

weaknesses, set employment goals, prepare an effective résumé and cover letter, and 

practice for the job interview. 
 

 

 
 
 
 
 
Unit  Length:  15 hours 

 

Grading: Exercises/Assignments  80% 

 Participation 20% 
 
 

 

 

Your Resources 
 

1. SCRM Summit Student Guide (what you’re reading right now)  

2. Summit Student Guide – Job Seacrh Training (JST) 
 
 
 

Please ask your teacher for a copy of the JST Student Guide. 
 

 


