Martec

INnternational

V/\\

Allocation and Replenishment
E-learning Course

www.martec-international.com



Martec International

Martec International is a leading provider of data, industry knowledge and insight on retailers,
consumer goods companies and other suppliers to retail, especially technology companies.

Our customers include:

e Retailers

e Consumer Goods companies

e Technology suppliers to retailers and consumer goods companies

e Marketing services companies that promote services to retailers and consumer goods
companies

e Other service providers, such as logistics companies.

We help clients increase their industry knowledge, develop their skills and grow sales. Companies from
approximately 35 countries across 6 continents come to Martec for assistance and insight.

Target Audience

Martec's Allocation and Replenishment e-learning course is designed for everyone involved in allocation
and replenishment including merchandisers and their teams and supply chain managers and their
teams. IT departments and vendors supplying and selling allocation and replenishment systems will
benefit from a better understanding of the key processes and best practices.

Objectives of the Suite

The course provides a thorough grounding in allocation and replenishment principles and concepts. It
is suitable for retailers operating in both category management and merchandise management
environments. By the end of the program students will be able to do the following:

e Explain the theory, principles and practice of allocation and replenishment

e Describe best practice allocation and replenishment

e Have a good understanding of which allocation and replenishment methods are most effective in
which situations.
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Course Qverview

e Allocation and Replenishment is a self-paced web-based training program. The program
provides about 4 hours of training. We recommend that students study in 30-40 minute
segments to maximize learning retention.

e The program includes a variety of interest generating features and exercises. The student sees
his or her own test scores immediately and can review explanations for the correct answers, as
appropriate.

e Companies who buy a group of licences will be given access to the reporting facilities in the
Learning Management System. This enables management to track which students have started
and completed the training and their test scores.

There are three pricing options:

e Induction is suited to new joiners who will complete the complete training suite in a limited time.
An induction licence is valid for 3 months.

e Professionalis valid for 12 months. This allows those who need to re-visit the classes periodically
to refresh their knowledge to do so whenever necessary.

e Performance Enhancer includes access to the complete Retail and Consumer Goods Industry
WIKI and performance support system also for a 12 month licence.

You can get a full explanation of the benefits and what is included in each option as explained in our
class pricing options web page.

All a student needs to run the program is access to a PC and a web browser. The program is hosted on
Martec International’s Learning Management System and is available round the clock.

Companies may also purchase a corporate licence which provides unlimited access within the company’s
own organization. Prices are available on request.
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Program Contents

Allocation

Definitions

Allocation vs. assignment

Key components - initial allocation
Allocations reflecting inventory
Initial allocation of new items
Trend

Last year's sales

Unit sales

Weeks of supply

Allocation strategies

Pre vs. post allocation

Style vs. collection
Proportional allocation

Seasonal vs. basic

Replenishment

Replenishment methods and
calculation

Effective replenishment objectives
Fashion replenishment long season
Fashion replenishment short season
Inventory review and ordering

Push / pull

Ordering strategy

Replenishment base model

Store replenishment methods

Min/max
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Key Companents - Initial
Allocation

whenanewitemistobe &

introduced to the stores the
first thing that needs to be

established s the total H

quantity to be distributed.
a merchandise management
environment the initial
quantity should be enough to
support the forecasted sales
until replenishment kicks in.
A chain level this figure
would probably have been
datermined as part of the
final stage of assortment
planning, production of the
Buy plan. The Buy plan
should quantify the expected
total sales for the season
and how much will be in the
initial allocation. This split is
important in the Buy plan,
because product purchased
in cartons may have different
carton make ups for initial
allocations and
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Replenish to Plan or To
Forecast?

For the bulk of the
replenishment period, most
retailers will replenish to the
forecast. However, in the
first 4 weeks of the season
this may not be the best
thing to do. when a new ling
is injected into stores, it
often takes the warehouse
and distribution operations.
two weeks or 50 to get the
product into 3l stores,
especially where there is a
large geographical spread
and some stores are more
than one day's joumey from
‘their warehouse. In this
case, it is better to use the
plan initially and switch to
the forecast when it has
started to stabilize. In the
forecasting madule of this
series, we looked at using a
smoothing parametar or
coefficient to migrate from

i
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Allocation and Replenishment v3.2
Resources  Ack an Expert | Help Start of Course

Key Components - Initial Allocation

st Planned
. ores Participation %

For a new item, the initial
allocation may be made on a
planned participation %, without 160 40%
regard to sales history or existing
store inventory.

25%

Chain QUL (from _" .
planned sales)
400 units of item A \
20%
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Allocation and Replenishment v3.2
Resources | Askan Expert | Help  Start of Course

Replenish to Plan or To Forecast?

® In the first few weeks of the season, the forecast is more
error prone than later on. When setting the OUL it is
often better to base the QUL on the plan for the first four
weeks orso, rather than on the actual forecast.

® In the case of very short fashion seasons, e.g. 8 weeks, it
may be better to use the plan all the time, although there
may be very little replenishment, if at all, in such a short
season.

* OUL's may be computed either at the company level, at
store grade level, or at specific SKU level as desired.

e
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Program Contents

Replenishment

e Sell one get one

¢ Fixed model stock

e Dynamic model stock method

e Replenish to plan or to forecast?

e Inventory rationing

e Fair shares / left wing school of
merchandising

e Reinforcing winners / right wing
school of merchandising

e Equal covers method

e Using substitute products

e Warehouse or DC replenishment

e How much inventory do you need?

e Key components - retailer's lead
time

e Key components - vendor’s lead
time

e Key components service level

e Dealing with clearance merchandise
and de-listed lines

e How do you know you are
overstocked?

e Reducing overstocks

Mastery test
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Seasonal vs. Basic

For an initial allocation, it will
be impartant to have
knowledge (if possible) of how
an item's life eycle will emerge.
An allocation for a seasonal
item will differ greatly from an
item that will have !
characteristics of a basic item.
Allocations for a seasonal item
would most likely send more of
an initial arder to stores, with
less holdback at the central
warehause. This is due, in part,
to the fact that the item has a
more limited timeframe in

which to be sold, versus an item
that is more stable over a
langer time period. An
allacation on a basic item may
send a smaller portion of the
item to stores initially. Once
selling starts, the remainder of
the goods that were held in
central warehousing can then
be allocated out to the best
possible selling locations.
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Dynamic Model Stock Method

In this case the OUL s
expressed as x weeks of cover.
Soif xis ten, say, the order up
10 level would be the sales
forecast added for the next ten
weeks. In this case, the OUL
changes every time the forecast
changes, 5o it is dynamic. The
order quantity would be the
OUL minus the Order Point,
subject to any rounding rules,
pack size issues and minimum
presentation. This method is
much more responsive to the
sales forecast and seasonal
variations.

Allocation and Replenishment
sk an Expert  Help Start of Course.

Seasonal vs. Basic

sales | Basic 1 sales | 1
| 1 Seasn"ﬂl
1 1 I I
1 1
1
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1 | 1

Basic - longer, more stable  Time Seasonal - shorter, more Time
timeframe in which to sell pranounced timeframe in which
item to sell item
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Allocation and Replenishment
Askan Expert  Help  Start of Course

Dynamic Model Stock Method

Inventory Level
In Units

Max
Inventory
Order Up To Model
Inventory
Point Minimum
Inventory
e s o
Time
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Testing

At the end of each module there is a mastery test. If the learner completes this test with a pass mark of
70% or more and also completes our short class survey, they will be issued with a certificate and a
digital badge. The digital badge can be shared on social media and has metadata, so anyone clicking on
the badge can see what the learner has achieved. We also issue credits for classes completed. For
more information on digital badges click here.

Delivery Options

This program can be delivered in three ways:
e Individuals or companies can order the program for one or more people via the Martec

International web site at www.martec-international.com.
e If a company wants to train batches of students, the e-learning program can be studied to a

group time schedule and live web-based instructor-led sessions can be provided to allow for
interaction with a subject matter expert. There is an extra charge for this for smaller size
groups.

e Live instructor-led classes can be presented using the same material. This is relevant when
there are 20 or more people to train at the same time.

Further information and pricing can be provided on request.

More Information

You can learn more about Martec at the following locations:

https://www.martec-international.com

Our YouTube channel at https://www.youtube.com/channel/UCy9AbI|SWOI0JitajgWZsDA.

If you have an enquiry you would like to make of Martec, you can use the Enquire Further button on
https://www.martec-international.com/contact-us or call +44 1823 333469.
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