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00 O O Inventory Control Consider a retailer that maintains an inventory of a particular product. Since customer
demand changes over time, the retailer can use only historical data to predict demand. The retailer's objective is to
decide at what point to reorder a new batch of the product, and how much to order so as to minimize inventory
ordering and holding costs. More fundamentally, why should the retailer hold inventory in the first placel]

Is it due to uncertainty in customer demand, uncertainty in the supply process, or some other reasons'[]

If it is due to uncertainty in customer demand, is there anything that can be done to reduce it(]

What is the impact of the forecasting tool used to predict customer demand'[]

Should the retailer order more than, less than, or exactly the demand forecast[]

And, finally, what inventory turnover ratio should be used[]

Does it change from industry to industry[J

Production Sourcing In many industries, there is a need to carefully balance transportation and manufacturing
costs. In particular, reducing production costs typically implies that each manufacturing facility is responsible for a
small set of products so that large batches are produced, hence reducing production costs. Unfortunately, this may
lead to higher transportation costs.Similarly, reducing transportation costs typically implies that each facility is
flexible and has the ability to produce most or all products, but this leads to small batches and hence increases
production costs. Finding the right balance between the two cost components is difficult but needs to be done
monthly or quarterly.Supply Contracts In traditional supply chain strategies, each party in the chain focuses on its
own profit and hence makes decisions with little regard to their impact on other supply chain partners.
Relationships between suppliers and buyers are established by means of supply contracts that specify pricing and
volume discounts, delivery lead times, quality, returns, and so forth. The question, of course, is whether supply
contracts also can be used to replace the traditional supply chain strategy with one that optimizes the entire supply
chain performance. In particular, what is the impact of volume discount and revenue-sharing contracts on supply
chain performancel]

Are there pricing strategies that can be applied by suppliers to provide incentives for buyers to order more
products while at the same time increasing the supplier profit[]
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