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Most of the current business 
rules were created under a 
technology constraint 

Once the constraint was 
removed, the business rules 
remained the same 

Orthodoxy 

ÅOrthodoxy is everything we do, we don´t  

know why we do, but we keep doing it  

ÅOrthodoxies are related to technology 

constraints 
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Orthodoxy  

Hotel 
CHECK-IN 

12H 
CHECK-OUT 

12H 



 Simple System or Complex System 

Which is the most complex system? 

System A 
COMPLEX 

System B 
SIMPLE  

Degrees of 
freedom 



Conflict in the Supply Chain 



Conflict in the Supply Chain 

Focus on impact to 
my link 

Focus on impact to 
all links 

Maximize profitability 
of all links in the 

supply chain 

Protect (or maximize) 
longer-term sales 

Maximize individual 
short-term 
profitability 

Win Win Sell-out 

Power Play Sell-in 

A 

B 

C 

D 

DË 

CONFLICT 



Until the end-consumer buys, nobody sold 
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Case Study - Activity Level 

5 Stores - Period: 01/01/2017 to 04/30/2017  

Activity  Level  %SKUs 
SKUs 

Qty. 

Sales  

($) 

Inventory  

($) 

Inventory  

Turns 

Margin 

($) 

Return  on 

Iventory  
Out-of-stock 

On Shelf 

Availability  

Fast Movers 3% 1.427 38.581.484 9.490.213 39 7.512.223 79% 3,38% 93,97% 

Slow Movers 7% 3.928 20.580.704 10.311.874 15 7.335.075 71% 5,88% 93,67% 

Ultra Slow Movers 70% 36.947 29.775.852 39.390.484 6 10.174.844 26% 9,96% 94,27% 

Non Movers 20% 10.680 0 18.052.874 0 0       

TOTAL 100% 52.982  88.938.039  77.245.445  10 25.022.142  32% 9,36% 94,20% 



Solving the Conflict 



Conflict in the Supply Chain 

Direction for  
eliminating the conflict:  
Focus on the impact to next 
link  
ÅWhich, when the whole 

chain is synchronized to 
actual end consumer 
demand, is the same as 
focusing on both 
individual and all links 

ÅToday, we can accomplish 
this with technology 

Focus on impact to 
my link 

Focus on impact to 
all links 

Maximize profitability 
of all links in the 

supply chain 

Protect (or maximize) 
longer-term sales 

Maximize individual 
short-term 
profitability 

Win Win Sell-out 

Power Play Sell-in 

A 

B 

C 

D 

DË 

CONFLICT 



Concept 

Push Pull  



Integrated Measurements With 
No Conflicts 

TVD 
Inventory 
Shortages 

Profits and 
Cash Reduced 

By 

Days of Stock Out 

Daily Sales 
(Throughput) 

Information to 
guide right actions 
 

Focus on impact 
to my link 

Lost Sales 
Reduced Revenues 
Increased Costs 

IVD Excess 
Inventory 

Days to Sell Excess 
Inventory 

Inventory Value by Day 



Illustrating TVD and IVD 

__ Inventory     __Norm   __Safety level 

IVD 

TVD 



TVD   



IVD 



Buyer Production  
Manager 

Logistics 
Manager 

Sales 
Manager 

Buyer Logistics  
Manager 

Store  
Manager 

Consumer 

Sell-in Sell-out 

TVD / IVD 

Integrated Measurements With 
No Conflicts 

Information to 
guide right actions 
 

Focus on impact 
in all links 



Share Sell-Out 

Data 

Breaking the Orthodoxies 
Changing Company Rules 

Focus on impact 

in all links  


