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Introduction  

Few challenges in retail have a greater impact on profitability than inventory 

management. Every retailer faces the same balancing act. Hold too much stock and 

valuable cash becomes tied up in warehouses and stores. Hold too little and customers 

leave empt y- handed, sales are lost, and loyalty suffers. Finding the right balance has 

never been easy.  

Today's retailers operate in an environment shaped by changing customer behaviour, 

shorter product lifecycles, supply chain disruption, fluctuating demand, and increasing 

pressure on margins. Customers expect products to be available immediately, 

regardles s of whether they're shopping in - store, online, or through a mobile app.  

At the same time, leadership teams are being asked to reduce working capital, improve 

efficiency, minimise waste, and protect profitability. The retailers that consistently 

outperform the market are often those that treat inventory not simply as stock, but  as a 

strategic asset.  

 

This guide explores how organisations can improve inventory performance, 

strengthen availability, and reduce risk without sacrificing customer experience or 

profitability.   



Inventory without compromise  

Page 2 of 11 

 

Inventory sits at the centre of retail operations  

It influences:  

Customer satisfaction  

Cash flow  

Margin performance  

Working capital  

Supply chain efficiency  

Store productivity  

E - commerce fulfilment  

Get inventory management right and the benefits are felt across the entire business. 

Get it wrong and the consequences can be significant.  

Excess inventory increases storage costs, ties up capital, and often leads to 

markdowns. Insufficient inventory creates stock shortages, lost sales, frustrated 

customers, and missed opportunities. In a sector where margins are closely scrutinised, 

inventor y performance has become a critical driver of business success.  

The hidden cost of poor inventory management  

The most obvious inventory problems are visible.  

Empty shelves.  

Overflowing warehouses.  

Excessive markdowns.  

However, many inventory - related costs are less obvious and often remain hidden within 

day - to - day operations.  These include:  

Increased handling costs  

Emergency replenishment activity  

Lower productivity  

Excessive stock transfers  

Lost sales opportunities  

Reduced forecasting accuracy  

Customer service challenges  
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Over time, these issues can significantly impact profitability and operational 

performance. Many retailers underestimate the true financial impact of inaccurate 

inventory management.  

Why retail inventory management has become more complex  

Retail operations have evolved significantly over the past decade.  

Organisations are now managing:  

Physical stores  

E - commerce channels  

Marketplace sales  

Click and collect services  

Home delivery networks  

Returns operations  

Each channel introduces additional complexity. Inventory that was once allocated to a 

single location may now need to support multiple fulfilment options simultaneously.  

At the same time, customers expect complete accuracy regarding product availability. 

If a website says an item is available, customers expect it to be available. Meeting these 

expectations requires greater visibility, stronger planning, and more responsive  

decision - making than ever before.  

The five foundations of inventory excellence  

1. Improve inventory visibility  

Many inventory issues stem from a simple problem. Teams lack visibility.  Without 

accurate information, retailers struggle to answer questions such as:  

What inventory do we actually have?  

Where is it located?  

Which products are at risk of stock shortages?  

Which products are overstocked?  

How quickly is inventory moving?  
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Improved visibility enables teams to make better decisions and respond more quickly 

to changing conditions. It also helps create confidence in planning and forecasting 

activities. Visibility is often the starting point for inventory improvement.  

2.  Focus on inventory accuracy  

Stock visibility is only valuable if the information is accurate.  Many retailers continue to 

face challenges relating to:  

Incorrect stock records  

Store inventory inaccuracies  

Discrepancies between systems  

Misallocated stock  

Delayed inventory updates  

These issues can create significant operational challenges. For example, a retailer may 

believe inventory is available when it is not, resulting in customer disappointment and 

fulfilment failures.  

Improving inventory accuracy helps strengthen trust in inventory data and supports 

better decision - making throughout the business.  

3.  Strengthen demand planning  

Inventory performance begins long before products arrive at a warehouse or store. It 

starts with forecasting demand effectively.  Retailers that consistently improve 

inventory outcomes often invest heavily in understanding:  

Customer buying patterns  

Seasonal trends  

Promotional impacts  

Market conditions  

Product performance  

Forecasting will never be perfect. However, even modest improvements in forecast 

accuracy can deliver significant operational and financial benefits. Strong demand 

planning helps organisations align inventory levels with actual customer requirements.  
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4.  Create flexibility across channels  

Customers no longer think in channels. They expect a seamless retail experience.  This 

means inventory must support multiple fulfilment models, including:  

In- store purchases  

Online orders  

Click and collect  

Ship from store  

Home delivery  

Retailers that maintain rigid inventory structures often struggle to respond to demand 

fluctuations. Greater flexibility creates opportunities to optimise stock utilisation, 

improve availability, and enhance customer satisfaction.  

5.  Balance availability with profitability  

Many inventory discussions focus on reducing stock levels. Others focus on improving 

availability.  

The reality is that successful retailers must achieve both. The objective is not simply to 

carry less stock. Nor is it to maximise product availability regardless of cost. The goal is 

to place the right inventory in the right location at the right time while maintaining 

healthy margins and strong customer service levels.  Inventory excellence comes from 

balance rather than extremes.  

The link between inventory and customer experience  

Customers rarely think about inventory management. They simply expect products to 

be available.  When availability problems occur, customers often respond by:  

Abandoning purchases  

Shopping elsewhere  

Losing confidence in the brand  

In highly competitive retail markets, poor availability can directly impact customer 

loyalty. Inventory performance therefore plays a central role in shaping customer 
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experience. Every stock shortage represents not only a potential lost sale, but 

potentially a lost customer.  

Reducing markdown dependence  

Excess inventory often leads to markdown activity. While promotions and clearance 

events can help move stock, excessive reliance on markdowns can have a significant 

impact on profitability.  

Common causes include:  

Overforecasting demand  

Ineffective replenishment processes  

Limited visibility  

Slow decision - making  

Reducing markdown dependence starts by improving planning and inventory 

management earlier in the process. The most profitable inventory strategy is usually 

preventing excess stock from accumulating in the first place.  

Managing inventory in an omnichannel environment  

The rise of omnichannel retail has changed how inventory is managed.  Retailers now 

need a clear view of stock across stores, warehouses, and fulfilment centres.  

This requires:  

Accurate stock information  

Integrated systems  

Real - time visibility  

Consistent processes  

Organisations that achieve this are often better positioned to:  

Improve fulfilment performance  

Increase inventory utilisation  

Reduce stock shortages  

Improve customer satisfaction  

Connected inventory enables connected retail experiences.  
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The role of data in inventory optimisation  

Retailers generate significant amounts of inventory - related data every day. The 

challenge is turning that information into meaningful action.  

Useful insights may include:  

Fast - moving products  

Slow - moving inventor  

Store performance trends  

Seasonal demand patterns  

Supplier performance metrics  

When used effectively, this information can help retailers optimise stock levels, reduce 

risk, and improve overall performance. Better inventory decisions begin with better 

information.  

Measuring inventory performance  

Successful retailers monitor inventory performance using clear and consistent metrics.  

Examples include:  

Stock availability  

Inventory turnover  

Days of stock on hand  

Sell - through rates  

Forecast accuracy  

Markdown percentages  

Stock accuracy levels  

Lost sales due to stock shortages  

Tracking these indicators provides a clearer picture of how effectively inventory is 

supporting wider business objectives. Measurement creates accountability and 

supports continuous improvement.  
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What high - performing retailers do differently  

Retailers that consistently perform well in inventory management often share several 

characteristics.  

They:  

Prioritise inventory accuracy.  

Invest in demand planning capabilities.  

Improve visibility across channels.  

Use data to support decision - making.  

Align inventory strategies with customer expectations.  

Continuously review and refine performance.  

Most importantly, they view inventory as a strategic business asset rather than simply an 

operational necessity.  

Looking ahead  

Retail inventory management will continue to evolve. Customer expectations will 

increase. Sales channels will become more connected. Supply chains will remain 

unpredictable.  

As these pressures grow, retailers will need greater visibility, stronger forecasting 

capabilities, and more agile operating models. The organisations that succeed will be 

those capable of balancing service levels, profitability, and operational efficiency  

simultaneously. Inventory will remain one of the most significant opportunities for 

driving competitive advantage.  

Final thoughts  

Every retailer faces inventory challenges. The difference between average performers 

and market leaders is how they respond to them.  

Inventory management is no longer just about controlling stock. It is about enabling 

growth, protecting margins, supporting customer experience, and strengthening 

operational performance.  
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Retailers that improve visibility, increase accuracy, strengthen forecasting, and build 

flexibility into their operations are better positioned to achieve these outcomes. The 

goal is not simply more inventory or less inventory. It's the right inventory. In  the right 

place. At the right time.  

About TCT  

At TCT, we help retailers improve the operational foundations that drive inventory 

performance. From SAP - enabled transformation and operational readiness to 

programme assurance, supply chain optimisation , and business change support, we 

work with organisations to reduce complexity, improve visibility, and unlock measurable 

business value.  

Looking to improve availability, reduce stock risk, and protect profitability? Speak to 

TCT about building an inventory strategy that supports both operational excellence 

and long - term growth.  



 

 


