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About the presenter

John Darlington is the founder and managing director of Value Flow Consulting Limited, a UK based 

management consulting firm with clients based around the world.

Flow helps customers improve their performance by using a combination of Constraint Based 

Management & Lean Principles.

John worked for Honeywell Turbochargers from 1986-1999. During this time he held a variety of roles 

including Finance Director and IT Manager of the OE site and Operations Director of the Turbocharger 

Aftermarket. John Qualified as a Lean & Six Sigma Expert through Renault Institute and in Constraint 

Management with Goldratt Institute.

As Kaizen Director of United Engineering Forgings, the largest independent Forging and Machining 

business in the UK he led the systematic introduction of Lean Manufacturing across their 6 sites.

He combines application with teaching and became Head of Department for Business Science & Lean 

and also Director of the MSc in Lean Enterprise at the University of Buckingham. He teaches modules 

on Demand Capacity and Flow (DCAF) also Mapping. He has also developed Flow Accounting which he 

describes as the “practical face of Throughput Accounting

John has been a guest speaker at APICS, and SAPICS where he won the Toyota Prize for Best New Idea.
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About this webinar

The webinar will cover the Demand Capacity & Flow (DCAF) Modules of the

MSc in Lean Enterprise course.

We believe strongly in “learning by doing” and so these modules are always

held on the sites of the students. We teach and then apply what we have

learnt as quickly as possible afterwards.

For Demand the audience will be introduced to FRED a forecaster

For Capacity the audience will be introduced to a rough cut capacity planner

and also a Scheduler

For Flow we will introduce the audience to some of the feedback we always

give the host site.
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Forecasting & Inventory Planning Review
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Why Make to Stock?

Customer Requirement Time < Purchase or Manufacturing 
Lead Time

To maintain and improve Customer Service levels 
where :-
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Why Make to Stock?

Insufficient Capacity to Make to Order due to

– Capacity consumed by changeovers

– Variable customer demand, short term peaks in demand 
exceed capacity

– Seasonality

– Competitor Activity

– The list of reasons can go on and on………

Why would Customer Requirement Time be 
shorter than Manufacturing Lead Time?
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Even though Inventory has a “Cost”

• 7 wastes

• Capital tied up

• Cost of storage
– Warehousing

– Handling

– Damage

• Obsolescence

• Etc etc

There is a bigger impact on the 
Company
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• When we purchase or make the wrong 

products at the wrong time they get in front of 

products customers want to buy

• This results in lost sales opportunities and 

extended lead times

• Proof?……. Less than 100% due date 

performance by day AND finished goods stock, 

maybe obsolete stock provisions

Even though Inventory has a “Cost”
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Therefore in Production what we are 

seeking to do is  to align the capacity 

better to demand; the natural result of 

better alignment is more sales and less 

inventory
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The likely percent of cases within each 

band 

68.26%

95.46%

99.73%

99.9937%

99.999943%

99.999998%

Do we have a policy on the target level of 
customer service? (80%+ ?) 
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Data Cleansing
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Marketing Intelligence
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Capacity Planning & 
Scheduling
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Requirements for an Inventory 

Planning System

• Identify which products should be Make to Stock 

(and which should not)

• Forecast Accurately to minimise Unpredictability of 

Demand

• Calculate safety stocks based particularly on :-

– Desired Customer Service Level

– Unpredictability of Demand
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Demand Categories

Type Description

Normal Continuous history with relatively high volumes, can be 
forecast with confidence

Erratic Intermittent history with medium to high volumes, can be 
forecast with reasonable confidence

Lumpy Very intermittent history with medium to high volumes, can be 
forecast but with limited confidence.  Preferably not made to 
stock

Management 
Control

Very intermittent and unpredictable demand.  Should not be 
made to stock

All Demands 
Zero

New                   

No demand in the last 12 months

No demand prior but last 4 periods with demand 
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Demand Classes
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Normal Item 007190
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Normal Seasonal Item 002391
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Normal Item with Growth 044558
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Erratic Item 006452
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Lumpy Item 026073 
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Management Item 049295
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Calculations

• Target Service level

• Average demand

• Std deviation of demand*

• Min order quantity

• Lead time

• Review time

• *Can be split for seasonality and volatility 
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Some organisations with which we have 

worked
• Assa Abloy (The World’s leading lockmaker)

• Royal Mint (Commemorative and Circulating coins)

• Johnston Sweepers (The largest manufacturers of Road Sweeping 

equipment in the world)

• Yanfeng Auto Interiors (The World’s Leading Automotive Interiors maker)

• Klenk Holz (Very large German Sawmill)

• Catnic (Part of Tata steels)

• Forbo Flooring (Carpet Tiles)

• Skretting (Fish food manufacturer on an industrial scale)
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Typical Results
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Aftermarket Performance



Theory of Constraints Practitioners Alliance           www.tocpractice.com

Aftermarket Performance
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Summary
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Assa Abloy
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Assa Abloy Results
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Tata Catnic
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Tata Catnic Results
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Forecasting is hard…..some of 

the best people have got it 

spectacularly wrong 
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Not everyone appreciates what 

forecasting means... 

" I don’t make predictions.
I never have, and I never will."

The Rt. Hon. Tony Blair

"I have made good judgements in the past.
I have made good judgements in the future."

Governor George W. Bush, Jr.
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Some long-term forecasts...

"Computers in the future may weigh no more than 1.5 tons."

- Popular Mechanics, forecasting the relentless march of science, 1949

"There is no reason anyone would want a computer in their home."

- Ken Olson, president, chairman and founder of Digital Equipment Corp., 
1977

"This 'telephone' has too many shortcomings to be seriously considered as a 
means of communication. The device is inherently of no value to us."

- Western Union internal memo, 1876

"We don't like their sound, and guitar music is on the way out."

- Decca Recording Co. rejecting the Beatles, 1962

"640K ought to be enough for anybody."

-- Bill Gates, 1981
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…and some we can’t check yet

"The future will be better tomorrow.“ - Governor George W. Bush Jr.

"We are ready for any unforeseen event that may or may not occur.“

- Governor George W. Bush Jr., 9/22/97
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We can learn from the experts

"If history repeats itself, 
I should think we can expect 

the same thing again"
- Terry Venables, former England 

soccer team manager

"Well, either side could win it... 
or it could be a draw." 

- Ron Atkinson, sports commentator

"Never make forecasts... 
especially about the future." 

- Samuel Goldwyn

This is the fundamental 
principle behind statistical 

time-series forecasting

Properly reflects the 
uncertainty of the 

forecasting process
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Sometimes we need to be 

reminded of the obvious.

“I hope that the ambitious realise that they are 
more likely to succeed with success 

as opposed to failure” - George W. Bush Jr.
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What every German used to know before the “Euro”: the 

Gaussian or normal distribution


