SupplyVue in practice
2. Eliminating Unnecessary Air-freight for an International Retailer
Challenge
This international retailer was struggling with high levels of inventory in stores and central depots, but in the
wrong mix for the rate of sales. Its inability to coordinate the flow of goods from long lead time suppliers to stores
was causing repeated air-freighting to cover shortages. Yet working capital was above target.

Approach
The SupplyVue analytics tool was used to capture transactional demand and inventory data. SupplyVue was able to
analyse the demand profiles of the product portfolio, identifying base demand and promotional demand
separately. Additionally, SupplyVue analysed the supply chain performance, processes and parameters settings by
segment to investigate the root cause of the air-freight requirement.

As-Is Assessment
Demand Profile
The Sales profile – daily buckets dashboard below showed
that daily demand pattern was predictable with peaks
centred around known public holidays and events in the
calendar.

The Segmentation analysis dashboard below showed that
within the demand profile there two clear segments of
products. Basic products that weren’t promoted and
promoted items.
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The business did not produce forecasts as the demand
was considered to not to be forecastable at store level,
which is the case. However, the Forecast Accuracy
analysis dashboard below shows that at regional level
the demand signals aggregate to produce predictable
demand profiles. Simple forecasting algorithms
produce forecast accuracy at item level of between
60% and 80%, for the Basic items. This is perfectly
adequate to mange a central inventory holding.

The Inventory profile over time dashboard showed that
there was 120 days of inventory in the network for the
basic items. However, the majority of the inventory was
pushed forward to the stores. with only about 20 days of
inventory held back in the central regional store. The
stores were experiencing periodic shortages and as a
result inventory was being airfreighted in from oversees
to respond to these shortages.
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In addition, stores which had too much inventory pushed
forward often resorted to discounting to sell out stock
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Promotional Items
The demand profile dashboard below showed that
the promotional items had very intermittent demand
and could not be forecasted by an algorithm.
However they were being planned accurately by the
business.

Equally, the inventory profile over time dashboard
showed that the inventory policy and planning for the
promotional items was more coherent than the basic
items. 30% of the ordered product for the promotion
was held back centrally and fed through to stores as the
stores sold the product. This process worked
successfully.
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Summary Diagnostic
The inventory management approach for the basic items, of pushing inventory forward into the stores and not
formally planning an inventory holding at the regional warehouse was the root cause of the business needing to
airfreight in supply from off-shore. There was enough inventory in the network in total but it was not in the right
location. Inventory planning at the regional level should be possible due to the business being able to forecast
accurately at the regional level.

Future State
Using SupplyVue the team segmented the demand between basic and promotional products. Using a modelled forecast
accuracy generated by the statistical algorithm form basic items, SupplyVue calculated the required inventory policies at
the central warehouse and recalculated the corresponding inventory levels at store (based on a Kanban pull mechanism
from the central inventory). For these items the demand profile is stable and predictable enough so that even with an
overall reduction in the total inventory in the network there is enough cover at the central warehouse to eliminate airfreight caused by inventory shortages. Promotional items should continue to be managed separately as at present.

Air-freight Management Dashboard

Even though the safety cover at the central warehouse was
set at a high level (99%) cover there is still the chance of
stock-outs. So these situations need to be predicted and
managed:
This can be managed by using the planning and analysis
capability to predict the products with high chances of
shortage based on latest forecast and provide an
evaluation of the likely margin lost before the next planned
replenishment and compare this to the cost of air-freight.
This allows managers to take an informed decision on
whether to airfreight or not.

Business impact
•
•

Rebalancing of inventory in the network, 20% reduction in overall inventory, with significantly improved
inventory availability
Virtual elimination of air-freight caused by inventory shortages and a management capability to manage
the air-freight decisions

Next Steps:

Contact us
to discuss how the power of SupplyVue will improve
your supply chain
+44 (0)1403 275 576
supplyvue@enchange.com
www.enchange.com/supplyvue

