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Abstract	
	
The	purpose	of	the	presented	project	is	to	eliminate	the	supply	chain	losses	in	Kraft	
Heinz	Company	 through	preventive	actions.	The	 two	points	 that	 the	current	 thesis	
will	 focus	on	are	 the	prevention	of	excess	production	and	 the	elimination	of	MOQ	
(Minimum	Order	Quantity)	issues	that	contribute	to	supply	chain	losses.	High	MOQ	
is	one	of	the	main	root	causes	of	excess	production.	
	
Firstly,	 a	 literature	 review	 will	 be	 made.	 The	 approach	 of	 creating	 the	 literature	
framework	 is	 to	start	 from	a	general	description	of	supply	chain	activities	 in	FMCG	
(Fast-moving	 Consumer	 Goods)	 companies,	 then	 to	 focus	 on	 more	 specific	 topic	
which	is	the	excess	stock	and	the	inventory	management	and	finally,	to	end	up	in	the	
food	waste	hierarchy	analysis	that	scientific	articles	frame.	Food	waste	for	a	FMCG	
company	 is	similar	to	supply	chain	 losses,	thus	 it	 is	critical	to	provide	a	state-of-art	
literature	in	order	to	have	a	better	understanding.	
	
Furthermore,	 the	KHC	 (Kraft	Heinz	Company)	background	will	be	described,	as	 the	
history	 of	 KHC	 and	 the	 current	 portfolio	 in	 order	 to	 understand	 the	 size	 of	 the	
company	and	the	needs	of	such	a	huge	company	and	the	complexities.	Additionally,	
the	supply	chain	function	in	KHC	will	be	described	in	details	in	order	to	understand	
the	 reason	 of	 this	 thesis	 existence,	 to	 identify	 the	 gaps	 in	 this	 process	 and	 the	
improvements	should	be	made.	
	
Finally,	 the	 improvements	made	 through	 this	project	will	be	presented,	as	well	as,	
the	processes	and	the	methods	that	are	developed	and	standardized.	The	analysis	of	
the	 prevention	 of	 excess	 production	 process,	 as	 well	 as,	 the	 improvements	 have	
been	made	in	this	process	will	be	explained.	The	routines	and	the	new	approaches	
will	 be	 described.	 The	 second	 part	 of	 the	 improvements	 section	 is	 concerned	 the	
development	 and	 the	 standardization	 of	 the	 MOQ	 Flexibility	 project.	 The	
calculations,	the	process,	the	challenges	and	the	involved	stakeholders	will	be	part	of	
this	thesis.		
	
Keywords:	
Supply	 chain,	 Supply	 Chain	 Losses,	 Preventive	 actions,	 MOQ	 Flexibility,	 Process	
standardization,	excess	production,	FMCG	company	



Sammanfattning		
	
Syftet	 med	 det	 presenterade	 projektet	 är	 att	 eliminera	 förlusterna	 i	
försörjningskedjorna	genom	förebyggande	åtgärder	på	företaget	Kraft	Heinz.	De	två	
delar	 som	 examensarbetet	 fokuserar	 på	 är	 hur	 man	 ska	 kunna	 förhindra	
överproduktion	 och	 eliminera	 MOQ	 (Minimum	 Order	 Quantity/(Minsta	
orderkvantitet)	 faktorer	som	bidrar	till	 förlust	 i	 försörjningskedjan.	Hög	MOQ	är	en	
av	de	främsta	orsakerna	till	överproduktion.		
	
Det	första	steget	var	att	göra	en	litteraturundersökning.	Litteraturöversikten	skapar	
ett	 ramverk	 där	 utgångspunkten	 är	 en	 allmän	 beskrivning	 av	 aktiviteter	 i	
leverantörernas	försörjningskedjor	inom	företaget	för	FMCG	(Fast	Moving	Consumer	
Goods/	Snabbt	Rörliga	Konsumentvaror),	för	att	sedan	fokusera	på	ett	mer	specifikt	
ämne,	 vilket	 är	 överskottslagret	 och	 lagerstyrningen	 för	 att	 slutligen	 landa	 i	 en	
matavfallshierarkianalys	 som	 ramas	 in	 av	 vetenskapliga	 artiklar.	 Matavfall	 för	 ett	
FMCG-	 företag	 är	 samma	 sak	 som	 försörjnings-	 kedjeförluster	 i	 leverantörskedjan,	
därför	är	det	viktigt	att	tillhandahålla	en	nulägesanalys	med	referens	till	litteraturen	
för	att	få	en	bättre	förståelse.		
	
Dessutom	beskrivs	KHC	(Kraft	Heinz	Company)	mot	bakgrund	av	företagets	historia	
och	 den	 nuvarande	 produktportföljen	 för	 att	 läsaren	 ska	 få	 en	 uppfattning	 om	
företagets	 storlek,	 dess	 behov	 och	 komplexiteten	 i	 ett	 sådant	 stort	 företag.	
Leveranskedjefunktionen	inom	KHC	kommer	beskrivas	i	detalj	för	att	man	ska	kunna	
förstå	anledningen	till	behovet	av	detta	examensarbete,	för	att	identifiera	luckorna	i	
denna	process	och	för	att	peka	på	de	förbättringar	som	bör	göras.		
	
Slutligen	kommer	de	förbättringar	som	gjorts	genom	detta	projekt	att	presenteras,	
liksom,	 processerna	 och	 metoderna	 som	 utvecklats	 och	 standardiserats.	 Analysen	
med	syfte	att	förhindra	överskott	i	produktionsprocessen	samt	de	förbättringar	som	
har	 implementerats	 i	 denna	 process	 kommer	 att	 förklaras.	 Rutinerna	 och	 de	 nya	
tillvägagångssätten	kommer	att	beskrivas.	Den	andra	delen	av	 förbättringsavsnittet	
handlar	 om	 utveckling	 och	 standardisering	 av	 MOQ	 Flexibilitetsprojektet.	 De	
beräkningar,	processen,	utmaningarna	och	de	inblandade	intressenterna	är	en	del	av	
denna	avhandling.		
	
Nyckelord:		
Försörjningskedja,	 Förluster	 i	 leveranskedjor,	 Förebyggande	 åtgärder,	 MOQ	
flexibilitet,	processtandardisering,	Överproduktion,	FMCG-företag		
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1.	Introduction	
	
The	 Kraft	 Heinz	 company	 is	 a	 well-known	 FMCG	 company	 which	 is	 active	 in	 the	
industry	 of	 food	 and	 beverage.	 In	 2018,	 KHC	 has	 supply	 chain	 losses	 XXX	 and	
generally	 a	 hit	 of	 XXX	 in	 the	 commercial	 budget.	 The	 destruction	 of	 the	 Finished	
Goods	(FG)	which	was	XXX	and	of	Raw	&	Packs	(R&P)	which	was	XXX	is	considered	as	
supply	 chain	 losses.	 While	 the	 commercial	 hit	 is	 the	 losses	 during	 the	 clearance	
process.	
	
1.1	Problem	Statement	
	
The	 challenge	 of	 the	 company	 was	 that	 the	 target	 for	 2019	 was	 to	 decrease	 the	
supply	chain	losses	to	zero	for	FG	and	to	XXX	for	R&P.	This	means	that	the	need	for	
the	supply	chain	process	improvement	was	imperative	in	order	to	achieve	the	target	
of	 2019.	 The	 losses	 due	 to	 the	 manufacturing	 and	 logistics	 errors	 are	 out	 of	 the	
scope	of	this	thesis.	
	
Supply	chain	losses	influence	negatively	a	lot	of	business	areas	in	KHC.	First	of	all,	the	
excess	stock	before	is	written-off	occupies	a	lot	of	capacity	in	the	warehouse,	which	
is	 something	 that	 the	 company	 struggles	 with.	 Consequently,	 it	 adds	 more	 cost	
storage	and	at	the	same	time	creates	the	need	to	pay	more	space	to	store	the	fresh	
stock.	Furthermore,	the	company	in	order	to	destroy	the	expired	excess	stock	needs	
to	 pay	 the	 extra	 cost	 for	 destruction.	 And	 finally,	 the	most	 obvious	 which	 is	 also	
represented	 in	 the	 financial	 statement	 of	 the	 company	 is	 that	 it	 reduces	 the	
company’s	 profit,	 since	 it	 increases	 the	 expenses	 without	 adding	 any	 sales	 value.	
Consequently,	 all	 the	 stakeholders	 in	 the	 company	 are	 involved	 either	 directly	 or	
indirectly.	 Thus,	 actions	 for	 commercial	 losses	 reduction	 should	 be	 made	 by	 all	
related	parties.	
	
As	the	literature	review	describes,	there	should	be	a	specific	food	waste	hierarchy	in	
each	FMCG	company.	KHC	has	the	same	food	waste	hierarchy	as	the	suggested	one	
(Bilska	et	al.,	 2016),	 in	 the	 literature	 frame.	Even	 if	 the	KHC	 follows	 the	 suggested	
model	provided	by	the	academic	environment,	the	losses	are	still	existing.	Between	
the	 academic	 and	 the	 corporate	 environment,	 there	 are	 some	 gaps,	 like	 some	
studies	also	stated.	This	is	something	that	is	also	justified	considering	the	struggle	of	
KHC	to	eliminate	the	supply	chain	losses.		
	
1.2	Purpose	
	
The	purpose	of	 the	presented	 thesis	was	 to	help	 company	 to	 reduce	 supply	 chain	
losses	for	FG	through	preventive	actions	in	order	to	achieve	the	target	of	2019	which	
was	to	reach	zero	SCL	of	the	FG.	
	



2	
	

	
1.3	Methodology	
	
Hence,	 through	 this	 project	 KHC	 targets	 to	 find	 the	 drivers	 of	 the	 losses	 and	 to	
prevent	them,	if	it	is	feasible,	even	before	the	excess	stock	is	produced.	Additionally,	
the	 improvement	 of	 the	 corrective	 actions	 will	 be	 described,	 even	 if	 this	 project	
focuses	 more	 on	 preventive	 actions.	 This	 is	 why,	 corrective	 actions	 also	 act	
supportively	 to	 the	 preventive	 actions	 and	 feed	 them	 with	 data	 that	 help	 to	 the	
continuous	improvement.	
	
By	 using	 the	 drivers	 of	 the	 supply	 chain	 losses	which	 have	 been	 identified	 during	
another	project	that	created	in	the	corrective	actions	stage,	this	project	will	focus	on	
preventive	actions	development	and	on	the	MOQ	Flexibility	which	is	one	of	the	root	
cause	of	excess	production	and	consequently	of	supply	chain	 losses.	The	two	main	
activities	and	points	of	this	thesis	are	the	reduction	of	the	excess	production	and	the	
process	 standardization	 of	 MOQ	 Flexibility.	 The	 drivers	 of	 supply	 chain	 losses	
generation	 will	 be	 analyzed	 by	 combining	 also	 the	 knowledge	 of	 the	 involved	
stakeholders,	 the	 data	 collected	 through	 company’s	 system	 and	 the	 literature	
review.		
	
Prevention	of	excess	production	process	will	be	explained	in	details,	as	well	as,	the	
improvements	 made	 on	 this	 process.	 Also	 the	 MOQ	 issues	 identification	 will	 be	
presented,	as	well	as,	the	standardization	of	the	process.	The	responsibilities	of	each	
involved	 stakeholder	will	 be	 described,	 as	well	 as,	 the	 actions	 should	 be	 taken	 by	
them,	too.	
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2.	Literature	review	
	
In	this	section,	the	theoretical	framework	will	be	presented.	A	funnel	approach	will	
be	followed.	Thus,	the	description	will	start	with	the	presentation	of	the	supply	chain	
generally	in	FMCG,	then	it	will	narrow	down	by	focusing	on	challenges	and	finally,	it	
will	end	up	by	describing	the	supply	chain	losses	reduction	in	FMCG	companies.	
	
2.1	Function	of	Supply	chain	in	FMCG	
	
The	industry	of	FMCG	moves	in	a	very	quickly	pace	and	it	is	characterized	by	the	size	
of	product	portfolio.	 It	 contains	a	 very	wide	variety	of	products.	 This	 is	 something	
that	is	stated	by	Unilever,	which	is	one	of	the	biggest	FMCG	companies	(Bala	M.	et	
al.,	2011).		
	
A	company	like	these	it	is	easy	to	be	recognized	by	the	number	and	the	type	of	the	
customers.	The	supply	chain	of	these	companies	are	like	an	exemplar	for	the	rest	of	
the	companies.	Due	to	the	big	volumes,	the	wide	variety	of	the	products,	the	direct	
connection	with	the	customers	and	the	cooperation	mainly	with	retailers,	the	supply	
chain	 of	 FMCG	 companies	 are	 responsible	 for	 the	 new	 ideas	 and	 innovations	
developed	 in	 this	 field	 (Bala	 M.	 et	 al.,	 2011).	 Also,	 they	 are	 considered	 as	 a	
benchmarking	 for	 the	 rest	 of	 the	 companies.	 Some	 examples	 of	 the	 generated	
innovations	 are	 the	 transport	 milk	 runs,	 the	 point	 of	 sales	 solution	 and	 the	
subcontracting	in	manufacturing.	
	
Nevertheless,	this	kind	of	industries	have	really	complex	structure	and	operations,	as	
well	as,	supply	chain	process	(Bala	M.	et	al.,	2011).	In	spite	of	the	innovations	FMCG	
industries	provide,	the	supply	chain	of	such	a	company	faces	a	lot	of	challenges	and	
day	 to	 day	 issues.	 Some	 examples	 are	 the	 bullwhip	 phenomenon,	 the	 losses	 in	
transportation	and	the	returns.		
	
The	main	goal	of	the	companies	is	to	make	money	and	thus,	in	order	to	achieve	this	
target,	 the	 supply	 chain	 responsible	 try	 to	 eliminate	 the	 losses	 and	 to	 reduce	 the	
cost	 by	 selecting	 more	 cheap	 suppliers,	 by	 reducing	 the	 cost	 of	 production,	 by	
locating	 the	DC	 (distribution	 centers)	 in	 strategic	 positions	 and	 by	 addressing	 in	 a	
market	with	big	volume	of	customers	(Bala	M.	et	al.,	2011).	A	lot	of	times	companies	
expand	its	supply	chain	out	of	the	country’s	border	in	order	to	achieve	this	results,	
which	is	something	that	consists	a	risk	for	the	supply	chain	process	and	also	for	the	
company.	
	
In	order	to	face	these	challenges	and	these	complexities	the	supply	chain	managers	
generate	new	ideas	and	methods,	which	is	something	that	also	adds	more	risk	in	the	
process.	Supply	chain	managers	use	 indicators	 in	order	 to	evaluate	 these	attempts	
and	monitor	this	process.	This	 is	resulting	on	using	inappropriate	measurements	to	
face	the	supply	chain	issues	based	on	Mishra,	2008.		
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2.2	Supply	Chain	in	Fast	Moving	Consumer	Goods	industry 	
	
FMCG	 industry	 includes	 the	 non-durable	 products	 that	 facilitate	 consumer’s	
everyday	needs.	Each	product	in	this	industry	has	unique	characteristics,	since	they	
are	non-durable	and	hence	each	product	has	a	different	shelf-life	and	also	they	have	
different	packing,	brand	and	they	are	consumed	monthly	by	the	end	customer.	The	
FMCG	are	divided	in	specific	categories:	food	and	beverages,	personal	care,	tobacco,	
household	care	and	spirits.	The	strengths	of	FMCG	 industry	 is	 the	well	distribution	
network	as	 indicated	by	a	published	SWOT	analysis	 (Deloitte,	 2009;	Kumar,	 2009).	
On	 the	other	hand,	 its	weakness	 is	 the	 low	 technological	 initiatives,	while	 imports	
are	 the	 threat.	 The	opportunities	 to	differ	 in	 the	 FMCG	 industry	 is	 the	 responding	
time	 and	 the	 flexibility	 as	 noticed	 by	 Fisher	 et	 all	 (1994).	 The	 efficiency	 of	 the	
customer	response	is	marked	by	Joerg	(2006),	as	one	of	the	most	important	factors	
in	the	FMCG	industry.	
	
In	 FMCG	 industry,	 which	 has	 unique	 characteristics	 and	 features,	 there	 are	
constrains	and	conflict	of	 interests	 in	the	 internal	business,	between	the	functions,	
like	 manufacturing,	 customer	 service,	 procurement,	 logistics	 etc.	 This	 kind	 of	
limitations	there	are	also	between	the	components	which	are	the	customers	and	the	
suppliers.	The	function	of	buying	and	the	function	of	selling	are	the	most	important	
in	 the	 FMCG	 companies	 as	 stated	 by	 Kumar	 (2002,	 2004).	 Kumar	 also	 stated	 that	
transportation,	storage	and	manufacturing	are	functions	that	are	less	important	for	
the	business	and	this	is	why	it	 is	usually	outsourced.	The	supply	chain	activities	are	
shown	in	the	figure	2.1,	below.	
	
	

	
	
	

The	 figure	 2.1,	 above,	 represents	 a	 FMCG	 industry	 whose	 structure	 consists	 of	 a	
simple	 manufacturing	 system	 and	 a	 complicated	 distribution	 network.	 Before	 the	

Figure	2.1:	Supply	chain	in	FMCG	companies	(Bala	M.	et	al.,2011)	
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prevention	of	supply	chain	losses	that	it	will	be	developed	in	this	thesis,	it	is	vital	to	
understand	the	structure	of	the	FMCG	and	the	difficulties	that	this	kind	of	industries	
may	 face.	 Additionally,	 based	 on	 the	 Porter’s	 model	 and	 the	 SCOR,	 figure	 2.2	
represents	the	operations	and	function	internally	in	the	business.	
	

	
	
	

	
2.2.3	Challenges	in	FMCG	supply	chain	
	
The	main	 target	 in	 FMCG	 supply	 chain	 is	 to	 reduce	 the	 costs	 and	 to	 improve	 the	
efficiency	 of	 the	 processes	 and	 the	 operations.	 Selling	 process	 in	 this	 kind	 of	
industries	in	dominated	by	the	retailers.	The	insights	of	Kumar	and	Bala	(2009)	and	
Bala	 et	 al.	 (2010)	 are	 first	 of	 all	 that	 in	 FMCG	 companies	 the	 production	 sites	 are	
various,	 comprising	 co-packers	 and	 co-manufacturers	 which	 make	 the	 structure	
more	complex.		
	
Furthermore,	as	far	as	the	distribution	process	is	concerned,	there	is	a	big	pressure	
on	 the	 relationships	 since	 this	 function	 outsources	 the	 transport,	 logistics	 and	
warehouse	keeping	service	in	other	firms	and	hence,	there	is	direct	dependence	on	
them.	Also,	the	retail	sector	and	the	competitiveness	press	the	FMCG	companies	to	
generate	 and	 distribute	 their	 products	 at	 lowest	 price	 and	 also	 to	 improve	 their	
responding	time.	
	
To	conclude,	the	issues	noticed	in	the	supply	chain	of	FMCG,	like	low	technological	
initiatives,	 the	 criteria	 of	 the	 measures	 and	 the	 adaptability	 of	 supply	 chain,	 are	
different	among	the	product	segments.	Some	of	the	issues	that	were	identified	like	
slow	 responsiveness,	 inefficient	 quality	 of	 product,	 big	 volumes	of	 inventories	 and	
not	clear	policies	are	the	same	in	the	two	product	segmentations.	Based	on	the	Bala	
M.	et	al	(2011)	the	challenges	in	FMCG	supply	chain	could	be	faced	if	the	managers	
focus	on	the	main	purpose	of	supply	chain	and	use	the	appropriate	measurements.	

Figure	2.2:	Processes	in	FMCG	supply	chain	
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2.3	Supply	planning	and	excess	stock	
	
A	lot	of	organizations	have	excessive	stock	levels.	The	effect	of	this	excess	stock	on	
the	financial	statement	of	the	company,	as	well	as,	on	the	company’s	health,	makes	
the	companies	to	take	actions	on	excess	stock	reduction.	This	situation	involves	the	
material	 planners	 and	 the	 supply	 planners	 to	 plan	 based	 on	 even	 lower	 levels	 of	
stock	and	by	considering	the	right	time	of	supply.	The	responsibilities	of	the	supply	
planners	and	generally,	the	schedulers	are	very	important,	since	they	are	in	charge	
of	 supplying	 the	 operations	 without	 any	 disruption,	 for	 example,	 because	 the	
company	is	stock-out	of	a	specific	material.	
	
The	reduction	of	the	stock	can	be	achieved	by	three	ways:		

1. By	increasing	the	demand	
2. By	reducing	the	productions	
3. By	reducing	the	surplus	stock	

	
The	 former	 can	 be	 achieved	 by	 promotions	 and	 other	 aggressive	 marketing	
techniques	which	is	something	that	is	out	of	the	scope	of	this	thesis.	The	productions	
can	be	reduced	by	reviewing	the	productions	planned	by	the	supply	planners	and	by	
avoiding	the	unnecessary	productions	that	potentially	will	contribute	to	supply	chain	
losses,	 if	this	 is	feasible.	This	 is	actually	the	point	that	this	thesis	will	focus	on.	Last	
but	not	least,	the	level	of	inventory	can	be	lower	if	the	surplus	stock	is	eliminated	by	
reducing	the	safety	stock	in	some	items.	
	
Usually,	the	excess	stock	in	the	inventory	is	occurred	by	the	slow-moving	products	or	
by	the	obsolete.	The	obsolete	items	cannot	be	sold	anymore	and	hence;	they	need	
to	 be	 written-off.	 But,	 the	 company	 should	 not	 only	 focus	 on	 getting	 rid	 of	 the	
obsolete	 stock,	but	also	on	 reducing	 the	potential	excess	 stock,	before	 it	 is	 turned	
into	obsolete	stock.	
	
There	are	a	lot	of	reasons	and	parameters	that	contribute	to	excess	inventory	levels.	
As	have	mentioned,	some	of	the	reasons	may	be	due	to:	
	

1. A	product	redesign	
2. A	change	in	a	production	method	
3. Demand	drop	
4. Technological	innovations	
5. Forecast	inaccuracy		
6. New	product	introduction	

	
Determination	of	excess	production	
	
As	 it	 is	 already	 described,	 there	 are	 several	 reasons	 that	 result	 on	 excess	 stock.	
Sometimes	even	if	there	is	a	forecasted	demand	for	an	SKU,	the	quantity	of	the	stock	
might	be	more	 than	 it	 is	actually	needed	 to	be	available.	There	are	 times	 that	 the	
company	can	make	profit	from	this	extra	produced	stock,	when	for	example,	it	can	
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sell	 this	 items	 above	 COGs	 value.	 However,	 the	 holding	 cost	 of	 such	 an	 excessive	
stock	 for	 long	 period	 is	 financial	 surcharge,	 since	 it	 commits	 extra	working	 capital	
and	the	company	eliminates	its	flexibility	in	the	market.		
	
In	order	to	reduce	the	excess	stock,	it	is	needed	to	make	an	analysis	of	the	current	
inventory,	both	in	values	and	quantities.	A	comparison	between	the	current	and	the	
future	requirements	should	be	made.	If	there	is	high	deviation	for	some	of	the	items,	
then	they	should	be	marked	and	listed.	
	
For	the	items	with	surplus	stock	there	are	two	options,	either	to	sell	the	extra	stock	
or	 to	keep	 this	 stock	until	 the	market	asks	 for	 it.	 In	order	 to	 sell	 the	 surplus	 stock	
usually,	it	is	necessary	to	offer	the	product	in	a	lower	price,	in	discount,	but	at	least	
in	 a	 price	 equal	 to	 the	 COGs	 value.	 The	 inventory	 system	 is	 usually	 planned	 and	
operates	 for	 the	 independent	demand	products.	 The	orders	 and	 the	 re-orders	 are	
based	 on	 the	 EOQ	 (Economic	 Order	 Quantity).	 When	 the	 quantity	 reaches	 the	
reorder	 level,	 then	 an	 order	 is	 placed.	 The	 order	 is	 in	 fixed	 batches.	 The	 stock	 is	
defined	 by	 the	 fixed	 batch	 and	 the	 safety	 stock.	 If	 the	 quantity	 of	 the	 order/	
production	 is	 more	 than	 this	 amount,	 then	 surplus	 stock	 is	 considered	 as	 excess	
stock.		
	
This	thesis	will	focus	on	preventive	actions	that	FMCG	companies	can	take	in	order	
to	 minimize	 or	 eliminate	 this	 excess	 stock.	 Also,	 some	 corrective	 actions	 will	 be	
presented	as	a	supportive	frame	of	the	main	scope	of	the	thesis.	
	
2.4	Stock	keeping	management		
	
The	 inventory	 is	 significant	 in	 order	 to	 meet	 the	 customer’s	 demand.	 Even	 it	 is	
essential	 for	 responding	 on	 the	 demand,	 it	 is	 also	 a	 risk	 for	 the	 company,	 since	 it	
commits	 working	 capital,	 includes	 costs	 of	 transportation,	 storage	 and	 limits	 the	
capacity	in	warehouse	(Viloria	et	al.,	2016).	In	FMCG	industry	the	inventory	is	more	
sensitive	and	should	be	built	more	carefully,	since	there	is	the	constrain	of	the	Shelf	
Life.	 Once,	 the	 product	 expires	 it	 should	 be	 destroyed.	 Even	 if	 the	 reduction	 of	
keeping	stock	will	be	beneficial	for	the	company’s	operations,	it	contains	the	risk	of	
influencing	 the	customer	service.	Hence,	 the	management	of	 supply	chain	and	 the	
inventory	in	a	FMCG	company	is	one	of	the	key	operations.	
	
The	inefficient	supply	chain	management	creates	excess	stock	or	out	of	stock.	As,	it	
has	already	been	described,	the	excess	stock	is	generated	when	the	on-hand	stock	of	
the	company	is	more	than	the	forecasted	demand	(Jedermann	et	al.,	2014).	All	the	
negative	impacts	of	over-stock	have	already	mentioned.	
	
The	 strategy	 that	 is	 commonly	 used	 by	 the	 companies	 for	 the	 supply	 chain	
management	 is	 the	 First-In-First-Out	 (FIFO)	 method.	 This	 means	 that	 firstly	 the	
oldest	 stock	 (the	 stock	 received	 first)	 in	 inventory	will	be	 shipped	out	and	 the	 last	
received	stock	will	be	kept	in	the	warehouse	until	 it	becomes	the	oldest.	According	
to	Hertog	et	al.,	2014	FIFO	approach	the	 inventory	management	should	 follow	the	
FEFO	approach,	which	means	First-Expired-First-Out.	With	this	method	the	shelf	life	
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is	taken	into	consideration	and	the	shipping	of	the	stock	is	based	on	this,	which	is	a	
more	accurate	strategy.	By	following	this	strategy,	the	food	losses	could	be	reduced,	
since	FEFO	strategy	is	more	appropriate	especially	for	perishable	products.		
	
	

	
	
	
	
	
	
By	 adopting	 FEFO	 the	 company’s	 stock	 is	 prioritized	 based	 on	 the	 closest	 date	 of	
expiration,	while	 in	FIFO	strategy	the	prioritization	of	the	shipment	is	based	on	the	
duration	 of	 the	 stock	 stay	 in	 the	 warehouse.	 The	 only	 thing	 that	 supply	 chain	
managers	 should	 consider	 is	 the	 remaining	 shelf	 life	 which	 is	 defined	 by	 each	
customer	 and	 the	 lead	 time	 of	 delivery.	 	 Thus,	 based	 on	 the	 determined	 trade	
window	of	each	batch	the	shipment	should	be	scheduled.	In	this	way,	the	products	
with	 the	 smallest	 trade	window	will	 be	 shipped	 first,	 even	 if	 they	 produced	 after	
other	products.	Usually,	dairy	products	have	small	trade	window.	Hence,	by	adopting	
this	strategy	the	food	losses	will	be	reduced.	
	
A	model	is	developed	by	Hipolito	et	al.	(2014)	for	Predictive	control	with	which	the	
remaining	shelf	life	until	the	product	expires	for	each	item	is	available.	The	purpose	
of	this	report	was	to	plan	the	production	based	on	the	demand	of	the	market,	while	
eliminating	the	excess	production	which	contributes	to	supply	chain	losses.	In	order	
to	make	this	model	more	accurate	and	close	to	the	reality	of	a	business,	the	forecast	
parameter	is	missing.		
	
In	 order	 to	 make	 the	 model	 more	 realistic	 and	 close	 to	 the	 business	 needs	 and	
functions,	some	additional	 features	should	be	 implied.	Also,	 there	are	other	model	
that	are	suggested	by	the	literature	and	which	implemented	to	the	business	but	the	
gaps	between	the	theory	and	reality	 is	 remarkable,	especially	 in	FMCG	companies.	
Kumar	et	al	(2013)	identified	these	gaps.	The	main	inconsistency	is	created	because	
the	researchers	focus	more	on	the	mathematical	models	optimization,	as	far	as	the	
costs	are	concerned	and	they	end	up	to	non-realistic	assumptions.	It	is	admitted	that	
the	models	developed	by	the	universities	in	supply	chain	management	topic	do	not	
meet	the	expectations	of	the	companies	(Kumar	et	al.,	2013).			
	

Figure	2.3:	FIFO	Vs	FEFO	method	(Hertog	et	al.,	2014)	
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Another	challenge	of	 inventory	management	 is	the	 lack	of	the	accountability,	since	
the	decisions	are	made	by	different	departments	into	the	organization	and	different	
people	with	different	 interests.	 Thus,	 all	 these	different	 interests	deviate	 from	 the	
overall	target	which	is	the	high	company’s	performance.	
	
In	order	to	narrow	the	gap	between	the	researchers	and	corporate	stakeholder,	the	
researchers	 should	 start	 focusing	 on	 finding	 more	 applicable	 suggestions	 and	
solutions	than	mathematically	optimized	ones.	The	target	of	the	top	managers	in	the	
company	 is	 to	adopt	a	solution	which	 is	cheap,	quickly	and	applicable.	They	prefer	
the	progress	than	the	perfection.	
	
2.5	Supply	chain	losses	reduction	in	FMCG	companies	
	
Previously,	 the	 section	was	more	 focused	on	a	 specific	 topic	which	was	concerned	
the	 inventory	management.	 Since	 the	approach	 is	 followed	by	 this	 thesis	 is	 funnel	
approach,	 it	 is	needed	 to	narrow	more	 the	 literature	 framework	 in	order	 to	 link	 it	
with	the	scope	of	this	thesis.	It	was	started	by	explaining	the	supply	chain	function	in	
FMCG,	 then	 it	 was	 oriented	 to	 the	 excess	 stock	 and	 the	 causes,	 furthermore	 the	
inventory	management	 approach	was	described	and	 finally,	 it	will	 focus	on	 supply	
chain	 losses	 reduction	 literature	which	 is	more	 relevant	 to	 the	 current	 developed	
thesis.	Hence,	in	this	section	the	literature	of	FMCG	companies	will	be	analysed	and	
how	these	companies	manage	the	excess	stock.	
	
FMCG	 companies	 are	 characterized	 these	 companies	 whose	 products	 are	 sold	 in	
comparatively	 low	 cost,	 to	 big	 consumer	 groups	 on	 a	 daily	 base.	 Since	 FMCG	
addresses	 to	 the	 largest	portion	of	 the	market,	 they	produce	the	products	 in	 large	
volumes	and	commercialized	them	in	small	quantity	(Singh,	2014).		
	
As	 it	 has	 already	 been	 described	 in	 the	 previous	 sections	 the	 FMCG	 companies	
include	a	 variety	of	products.	 For	 instance,	 Kraft	Heinz	 company	belongs	 to	 FMCG	
companies	 and	 it	 produces	 food	 and	beverages.	 But,	 on	 the	other	 hand	 there	 are	
companies	that	produce	personal	care	products	and	they	also	belong	to	the	FMCG	
industry.	
	
The	customers	buy	frequently	this	kind	of	products	and	this	 is	why	the	products	of	
FMCG	companies	have	usually	expiration	date	and	they	are	not	reusable.	Thus,	the	
consumers	buy	them	when	they	need	them.	Depends	on	the	type	of	the	product	the	
expiration	date	differs.	For	example,	the	fruits	and	the	vegetables	have	a	short	shelf	
life,	 while	 the	 canned	 food	 can	 be	maintained	 for	more	 than	 one	 year.	 Based	 on	
Singh	et	al.	(2014)	some	of	the	characteristics	of	FMCG	products	are:	
	

• The	 consumers	 do	 not	 spend	 a	 lot	 of	 time	 in	 order	 to	 choose	 the	 product	
from	the	selves	of	the	supermarket.	

• The	marketing	strategies	and	the	rumors	are	key	 factors	 for	 the	customer’s	
choice.	
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• These	 kind	 of	 products	 most	 of	 the	 times	 meet	 the	 demand	 of	 various	
people.	 The	products	 are	divided	basically	 based	on	 luxury,	 necessities	 and	
comfort.	

	
For	these	kind	of	companies,	the	losses	 in	sales	are	a	significant	fact	that	 influence	
the	 company’s	 position.	 The	 reasons	 could	 be	 multiples.	 The	 fact	 is	 that	 the	
customer	has	chosen	a	product	from	the	company’s	competitors,	which	is	something	
that	could	lead	to	a	permanent	loss	of	the	market	share.	This	is	something	that	will	
directly	have	impact	on	company’s	profit	and	revenues.	
	
Considering	the	competitive	environment	that	FMCG	companies	are	working	in,	the	
losses	 due	 to	 stock	 outs	 are	 not	 acceptable	 from	 the	 companies.	 The	 customers	
should	always	have	the	possibility	to	find	the	product	they	want	on	the	selves.	The	
reason	for	excess	stock	are	multiples.	Some	of	them	are	the	inaccurate	forecast,	the	
wrongly	planned	promotions,	the	demand	dropped	and	others	which	contribute	to	
supply	 chain	 losses	 (Muriana,	 2017).	 According	 to	Muriana	 the	 customers	 tend	 to	
buy	products	from	fully	replenished	selves,	thus	there	is	a	trend	in	supermarkets	to	
fulfill	 the	selves	 in	order	to	never	 looked	empty	or	barely	empty.	All	 this	trend	has	
influenced	 the	 chain	 of	 food	 supply	 in	 different	 stages.	 The	 companies	 need	 to	
produce	more	than	it	is	needed	regarding	the	demand	and	thus	to	trigger	more	R&P	
material	stock.	
	
In	Bilska	et	al.	(2016)	report	the	excess	stock	and	the	excess	production	are	analyzed.	
They	are	exploring	the	risks	of	the	surplus	stock	over	the	supply	chain	process.	The	
food	 loss	 is	 considered	 as	 the	 reduction	 of	 the	 consumable	 food	 due	 to	 quality	
errors,	wrong	management	and	inefficiencies	into	the	process.	
	
This	report	penetrates	 into	the	food	losses	and	it	consists	an	 important	framework	
since	 it	 is	 connected	 to	 the	 purpose	 of	 this	
thesis,	 which	 is	 the	 development	 of	
preventive	actions	that	will	minimize	the	food	
losses.	 This	 article	 studies	 the	 root	 causes	of	
food	 losses	 into	 the	 business	 functions.	
Hence,	 a	 fishbone	 diagram	 is	 developed	 in	
order	 to	 reach	 to	 the	 root	 causes	 of	 food	
losses.	Fishbone	is	one	of	the	lean	tools	which	
is	useful	in	order	to	identify	inefficiencies	in	a	
process	and	to	do	root	cause	analysis	(Liker	J.,	
2004).	 The	 causes	 of	 food	 losses	 are	 divided	
into	 categories:	 machines,	 people,	
management,	methods	and	materials.	

Figure	2.4:	Food	loss	Vs.	Food	waste	
(Bilska	et	al.,	2016)	
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Under	 the	machines	branch	are	as	 root	causes	 the	poor	 tool	maintenance	and	the	
failures	 during	 the	 manufacturing	 process.	 Another	 cause	 of	 food	 losses	 is	 the	
inadequate	quality	of	the	raw	materials	and	packaging	and	they	are	included	in	the	
materials	division.	 The	 losses	due	 to	methods	used	by	 the	 team	 is	 something	 that	
can	be	reduce	 if	 there	are	more	training,	clear	responsibilities	allocation	and	up	to	
date	technology,	according	to	the	fishbone	created	by	Bilska	et	al.	(2016).	The	other	
two	categories	of	losses	are	people	and	management,	where	under	people	category	
there	are	causes	like	the	insufficient	trainings,	the	lack	of	experience	and	the	lack	of	
commitment.	While	under	management	category	all	the	causes	listed	are	related	to	
the	 inefficient	 work	 of	 managers	 due	 to	 the	 technology	 provided	 to	 them,	 the	
organization	structure,	generally	lack	of	crisis	management	and	others.	The	people	in	
a	 company	 and	 the	methods	 used	 are	 the	most	 important	 factors	 for	 food	 losses	
generation.	 Thus,	 in	 order	 to	 succeed	 the	 prevention	 of	 the	 food	 losses	 the	
companies	should	focus	on	them.	
	
According	to	the	Bilska	et	al	(2016)	article,	the	supply	chain	is	split	into	four	stages:	
Primary	Production,	Processing,	Distribution	and	Retail.	In	each	stage	the	causes	that	
are	included	to	the	fishbone	diagram	are	presented	and	analyzed.	For	some	of	these	
causes	the	reduction	of	losses	are	possible	and	for	some	it	is	not	feasible	to	prevent	
losses.	The	solution	that	this	article	(Bilska	et	al.,	2016)	provides	in	order	to	minimize	
excess	 stock	 and	 consequently	 supply	 chain	 losses	 is	 the	 donation.	 A	 lot	 of	
stakeholders	can	benefit	from	the	donation	option.	But,	until	a	company	choose	to	
donate	 the	 stock	 that	 it	 is	 not	possible	 to	 commercialize	 anymore	 there	are	other	
actions	can	do	based	on	Garrone	et	al.	(2016).	The	main	purpose	of	each	company	is	
to	prevent	the	overproductions	before	even	produced	and	end	up	to	surplus	stock.	
And	this	is	the	point	that	this	thesis	will	focus	on;	on	preventive	actions.	But,	if	the	
excess	 stock	 cannot	 be	 avoided	 for	 specific	 reasons,	 like	 MOQ	 constrains,	 then	

Figure	2.5:	Food	loss	causes	(Bilska	et	al.,	2016)	
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Garrone	et	 al.	 (2016)	 article	 suggests	multiple	 steps	 and	methods	 to	minimize	 the	
losses	due	to	surplus	stock.	
	

	
	
	
	
	
The	challenge	of	managing	the	excess	stock	is	the	shelf	life	constrain	and	the	actions	
will	be	taken	by	the	stakeholders	before	the	products	expire.	There	is	an	operational	
food	waste	hierarchy	provided	by	Garrone	et	al.	(2016)	and	which	FMCG	companies	
could	follow	in	order	to	minimize	the	supply	chain	losses	due	to	overproduction.	
	
The	first	option	based	on	the	Garonne	et	al.	(2016)	suggestion	is	to	reuse	the	excess	
stock	or	remanufacture	it	 if	an	error	during	the	production	happened.	If	the	excess	
stock	occurred	due	to	error	 in	 labelling	or	packaging,	 then	one	choice	 to	eliminate	
the	waste	of	excess	production	is	to	repack	the	products	and	to	turned	into	sellable	
stock.	The	new	repacked	stock	should	also	be	checked	for	the	quality	compliance.	By	
reworking	the	excess	stock	and	generating	sellable	stock	there	 is	 the	option	to	sell	
the	stock	into	the	primary	market.	If	the	excess	stock	reached	the	sell	by	date,	but	it	
is	not	expired,	then	the	next	option	is	to	sell	the	stock	to	secondary	market	in	order	
to	 clear	 the	 stock.	 For	 some	 companies	 the	 process	 of	 repacking	 and	
remanufacturing	 is	not	profitable,	 so	 they	 try	 to	 liquidate	 the	 stock	by	 selling	 it	 to	
secondary	market	directly.	
	
According	to	Garrone	et	al.	 (2016)	sometimes	even	 if	 the	company	produce	excess	
stock,	with	the	right	actions	of	company	it	could	be	profitable.	The	company	having	
the	willingness	to	clear	the	excess	stock,	they	could	offer	the	surplus	stock	in	lower	
price	to	the	primary	market.	The	challenge	in	this	action	is	that	a	lot	of	departments	
and	stakeholders	should	be	involved.	For	example,	to	agree	in	a	lower	price	or	in	the	
type	of	push	method,	they	need	the	help	of	the	marketing,	sales	and	planning.	Since,	
there	are	customers	 that	probably	will	not	accept	 the	 short	 trade	window,	even	 if	
the	price	 is	 lower,	 the	company	should	 find	another	choice.	The	other	option	 is	 to	

Figure	2.6:	Excess	stock	management	(Garonne	et	al.,	2016)	
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sell	 the	 products	 to	 secondary	 markets.	 The	 secondary	 market	 and	 be	 a	 specific	
distributor	 who	 is	 expert	 in	 excess	 stock	 management	 or	 a	 department	 in	 the	
company	that	has	specific	contact	with	specific	markets	and	that	 is	 responsible	 for	
this	kind	of	stock.		
	
According	to	Garrone	et	al.	(2016),	an	alternative	for	the	stock	that	reached	the	sell	
by	 day	 but	 not	 the	 expiration	 date	 could	 be	 to	 offer	 the	 excess	 stock	 as	 a	
sponsorship	 to	 some	 organization	 or	 to	 use	 the	 excess	 stock	 in	 order	 to	 organize	
promotional	events	like	tasting.	The	company	could	also	give	the	products	for	free	to	
its	employees	which	is	something	that	reduces	the	losses,	but	the	employees	cannot	
take	all	 the	excess	stock	with	 them.	Thus,	 the	donation	 to	organizations	 that	need	
food	–	non-	profit	organizations-	is	the	best	option	to	prevent	food	losses,	since	with	
this	choice	company	ensures	that	the	excess	food	will	be	consumed.	
	
Even	if	the	products	pass	the	expiration	date,	there	are	some	other	alternative,	too.	
As	figure	2.5	suggests	the	expired	stock	can	be	sold	to	companies	that	produce	bio-
fuel,	 animal	 feed	 or	 fertilizers.	 If	 the	 stock	 could	 not	 be	 sold	 through	 all	 these	
channels,	 then	 it	should	be	sent	from	destruction.	This	process,	except	of	the	food	
losses,	 contains	 extra	 costs	 for	 the	 destruction,	 thus	 it	 is	 something	 that	 the	
company	should	entirely	avoid.	
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3.	Kraft	Heinz	Company	
	
In	 this	 section,	 some	 historical	 background	 will	 be	 presented.	 Also,	 the	 current	
structure	 and	 functions	 will	 be	 described.	 Finally,	 the	 supply	 chain	 losses	
management	will	be	analysed,	as	well	as,	the	way	that	company	is	currently	working	
in	stock	management.		
	
3.1	History	of	Kraft	Heinz	Company	
	
Kraft	Heinz	company	was	created	in	2015	in	America	by	the	merge	of	Heinz	and	Kraft	
food	 company.	 It	 is	 an	 American	 company	 that	 is	 active	 in	 food	 and	 beverage	
industry.	 The	 Heinz	 company	 was	 founded	 in	 1869.	 In	 1876,	 Heinz	 company	
launched	 the	 product	 with	 which	 became	 so	 recognized,	 Tomato	 Ketchup.	 The	
product	 launched	 not	 only	 to	 America	 but	 also	 in	 United	 Kingdom,	 the	 following	
year.	Thus,	the	company	started	growing	rapidly.	
	
Then,	the	acceptance	of	the	British	market	 led	the	company	to	extent	 its	portfolio.	
Heinz	beans	is	one	of	the	most	recognized	product	of	it.	In	UK	market	more	than	1.5	
millions	 of	 beans	 cans	were	 sold.	 Except	 of	 the	beans,	 other	well-known	products	
and	brands,	like	Heinz	spreads,	soups	and	salad	creams	belong	to	Heinz	company.	
	
The	brand	“ABC”,	which	is	an	Indonesian	one	that	 located	to	Jakarta,	was	acquired	
by	 Heinz	 in	 1999	 and	 it	 produced	 juices,	 sauces,	 syrups	 and	 condiments.	 Heinz	
acquired	also	HP	foods	in	June	2005	and	it	started	to	produce	Daddes	and	HP	sauces.	
Similarly,	in	2005,	company	started	producing	Lea	&	Perrins	which	used	to	belong	to	
Danone	 company.	 Heinz,	 also,	made	 licenses	with	 Jack	 Daniel’s	 sauce	 and	Weight	
Watchers.		
	
On	 the	 other	 hand,	 Kraft	 was	 a	 newly	 formed	 company	 which	 tried	 a	 lot	 of	
acquisitions	and	merges	from	the	moment	it	was	created.	Kraft	was	founded	in	1903	
and	in	1909	it	was	re-founded	by	Kraft	brothers.	Dairy	products	corporation	acquired	
the	 company	 in	 1930	 and	 in	 1980	 it	was	merged	with	Dart	 industries.	 After	 eight	
years,	company	was	acquired	by	Philip	Morris	for	129	billion	dollars.	They	combined	
Kraft’s	portfolio	with	General	 Foods	but	 they	were	 still	 operating	 separately.	After	
this	acquisition	Kraft	expanded	beyond	United	Stated	with	 the	acquisition	of	other	
companies,	 too.	 Until	 2015,	 the	 company	 was	 merged	 and	 acquired	 other	
companies,	too.	One	of	this	merges	was	the	one	with	the	Heinz	company.	
	
The	top	brands	of	the	company	in	United	States	are	Kraft	Dinner	and	Mac&	Cheese.	
In	 the	 beverage	 business	well-known	 is	Maxwell	 house,	while	 in	 snack	 business	 is	
Planters.	Also,	widely	recognized	brands	are	Philadelphia	and	Jell-O.	
	
Because	of	 the	Kraft	 -Heinz	merge	 the	company	 is	now	the	5th	 largest	 company	 in	
the	 industry	of	 food	and	beverage.	The	annual	 revenue	of	Kraft	Heinz	 company	 in	
2017	 was	 26.2	 billion	 dollars.	 Company	 has	 approximately	 39,000	 employees	 in	
around	40	countries	all	over	the	world.	
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3.2	The	organisation	of	Kraft	Heinz	
	
Kraft	 Heinz	 company	 presents	 in	 all	 the	 continents,	 since	 it	 is	 a	 multinational	
company.	 The	 regions	 that	 the	 company	 is	 divided	 are	 five	 and	 it	 is	 divided	 as	
follows:	US,	EMEA,	Canada,	APAC	and	LATAM.	
	

 
	
	
	
	In	 this	project	and	generally,	 in	 the	projects	 that	 loss	prevention	team	is	currently	
working	on	are	not	focused	on	all	the	Kraft	Heinz	regions.	Their	interests	are	just	on	
EMEA.	EMEA	includes	Europe,	Middle	East	and	Africa.	Europe	is	divided,	as	well,	into	
4	regions:	Continental,	BENELUX,	EAST	and	UKIN.	
	
	

	
   
 

Figure	3.1:	KHC	in	the	world	

Figure	3.2:	KHC	in	Europe	
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3.3	Kraft	Heinz	portfolio	
	
To	EMEA	belongs	22	different	brands	of	the	company.	The	products	are	divided	by	
the	 type.	 There	 are	 3	 different	 categories:	 QSM	 (Quick	 Serve	Meals),	 Sauces	 and	
Infant	&	Nutrition	food.	
	
	
	

	

Table	3.1:	KHC	commercial	regions	in	Europe	

Table	3.2:	Categories	of	KH	Food	and	Beverage	
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Company	has	4000	different	 SKUs	 in	EMEA.	The	SKUs	are	generated	based	on	 the	
recipe	and	packaging	materials.	The	figure	3.3	shows	an	example	of	Sauces	portfolio	
in	EMEA.	
	
The	 following	 table	 3.3	 presents	 the	 sales	 and	 the	 production	 values	 in	 2017,	 by	
product	categories.	The	top	categories	based	on	the	sales	and	production	value	are:	
Ketchup,	beans	and	soups.	The	amount	that	was	produced	 in	2017	was	XXX,	while	
the	stock	that	was	sold	was	XXX.	Both	of	the	values	are	in	COGs	parameter.	
	
	
	

 
 
	In	2018,	 the	production	was	 increased	 to	XXX,	as	well	as,	 the	sales	value.	Overall,	
based	 on	 the	 Kraft	 Heinz	 published	 financial	 statement	 (Table	 3.5)	 the	 total	
expenses,	 included	 the	 indirect	 expenses,	 were	 1.8	 billion	 dollars,	 while	 the	 total	
company’s	 revenue	 was	 2.7	 billion	 dollars.	 The	 EBITDA	 of	 the	 company	 was	 0.9	
million	dollars	in	2018.	
	
	

Table	3.3:	Sales&	Production	value	in	COGs	(2017)	
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Table	3.4:	Sales&	Production	value	in	COGs	(2018)	

Table	3.5:	Financial	Statement	insights	of	KHC	2018	
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3.4	Supply	Chain	Losses	in	Kraft	Heinz	Company		
	
Supply	 Chain	 Losses	 are	 defined	 as	 the	 financial	 costs	 related	 to	 the	 physically	
disposing	of	products	and/or	their	provision	(i.e.	aging,	quality	and	damages).		
Losses	can	be	a	result	of	commercial,	 factory	and	logistics	 issues.	Examples	 include	
products	past	their	customer	guarantee	or	shelf	life,	products	with	quality	issues	and	
products	damaged	during	transportation	or	storage	period.	
	
The	main	sources	of	Supply	Chain	Losses	can	be	tied	back	to	either:		
1)	Commercial	relates	to	Sales	Units/Regions		
2)	 Operations	 relates	 to	 all	 Factories,	 Internal	 Manufacturing	 warehouses	 and	
logistics	service	providers	(LSPs)		
	
In	a	simple	form,	anything	in	the	commercial	bucket	is	related	to	sales,	innovations	
and	 discontinuations.	 Anything	 in	 the	 operational	 bucket	 is	 related	 to	 quality	 and	
operational	execution,	damages,	stock	counts,	etc.		
	
	
	

  
	

  
	
This	master	thesis	will	focus	on	reducing	the	commercial	losses	and	more	especially	

Table	3.6:	Supply	Chain	Losses	bucket	
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it	 will	 focus	 on	 the	 preventive	 actions	 that	 company	 can	 take	 in	 order	 to	 reduce	
excess	production	and	consequently	the	commercial	budget.	
	
The	following	image	presents	how	a	product	is	generated	in	KHC.	How	it	enters	into	
company’s	portfolio,	how	 it	manufacturing,	 stored,	protected,	managed	and	 finally	
be	 always	 available	 for	 the	 customers	 to	 buy	 it.	 If	 the	 products	 couldn’t	 be	 sold	
before	the	trade	by	date,	then	the	stock	should	be	cleared,	which	means	company	
should	liquidate	or	donate	it.	
	

 
	
	
	
The	main	objective	in	the	following	part	is	to	define	what	needs	to	be	done	in	order	
to	maximize	loss	prevention.	It	is	discussed	what	should	be	done	in	order	to	prevent	
stock	passing	the	date	that	can	be	sold	to	the	customer.	Furthermore,	it	is	described	
the	process	that	the	company	should	follow	if	it	has	this	kind	of	stock.	
	
3.4.1	How	Kraft	Heinz	Company	Prevent	Losses	
	
In	this	part	the	way	that	company	currently	work	in	loss	prevention	is	presented.	It	
describes	how	company	can	achieve	the	optimum	results	in	preventing	commercial	
losses.	
	

• Innovation	
	
Innovation	 is	 an	 essential	 part	 of	 the	 business	 and	 one	 of	 the	 key	 levers	 to	 drive	
increased	 sales.	 Innovation	 is	 defined	 as	 any	 noticeable	 or	 value	 added	 change	
provided	to	the	consumers.	This	 includes	a	new	product,	but	also	product	upgrade	
(i.e.	new	recipe,	less	sugar/salt,	renewed	pack).	The	innovation	projects	are	being	led	
and	controlled	by	a	multi-disciplinary	team,	to	ensure	every	element	of	the	project	is	
being	covered.	Typically,	the	project	is	led	by	category/Business	Unit.	
	

Figure	3.4:	The	Lifecycle	of	KHC	products	



22	
	

On	the	innovation	projects,	there	are	several	types	or	risks	when	it	comes	to	Supply	
Chain	losses,	depending	on	the	nature	of	the	project.	The	higher	the	uncertainty,	the	
higher	risk	the	business	has.	
There	are	several	factors	creating	the	risk,	which	will	be	discussed	one	by	one.	
	
Forecast	Accuracy	
	
Ambition:	 Every	 project	 has	 the	 aim	 to	 be	 very	 successful.	 In	 many	 cases,	 the	
projects	 need	 to	 deliver	 specific	 targets	 or	 close	 gaps	 and	 everyone	 from	 top	 to	
bottom	wants	the	project	to	be	successful.	This	can	lead	to	an	optimistic	forecast.	
Uncertainty:	 Depending	 on	 the	 newness	 of	 the	 product	 or	 category,	 there	 is	
uncertainty	 on	 the	 expected	 sales	 volumes	 a	 product	 and	 objective	 validation	
becomes	more	difficult.	
Listing:	Even	 if	 the	product	 is	superior	 in	many	ways,	 it	still	 requires	a	customer	to	
add	 this	 to	 their	 portfolio.	 Success	 of	 the	 launch	will	 be	 depending	 on	 how	many	
listings	are	secured	
Phasing:	 The	 timing	 of	 launch	 itself	 can	 vary	 due	 to	 several	 reasons	 and	 also	 the	
timing	of	customer	listing.	
If	 any	 of	 these	 factors	 are	 assessed	wrong,	 the	 company	may	 end	 up	with	 excess	
finished	goods,	raw	materials,	packaging	materials,	or	all	three.		
	
Replacing	SKU’s	(Run	In/Run	out)	
	
Replacement:	 If	 existing	 products	 will	 be	 replaced	 by	 either	 the	 company’s	 or	
customer’s	choice,	the	existing	stock	needs	to	be	cleared	first.	This	needs	to	happen	
in	a	controlled	and	phased	way	(i.e.	See	Global	SC	Losses	policy,	no	hard	cut	overs	
are	 allowed).	 With	 no	 Supply	 Chain	 Loss	 management,	 losses	 associated	 with	
replacing	stock	will	happen,	so	by	managing,	the	 losses	will	be	as	small	as	possible	
while	aiming	for	perfection.	
	
Execution	limitations	
	
To	produce	new	products,	the	company	may	have	to	acquire	assets	or	have	a	third	
party	acquire	assets.	The	volumes	need	to	be	able	justify	this	investment	as	the	costs	
will	be	amortised	to	the	products	over	the	 life	 time	of	 the	asset	quantity	 (Finished	
Goods,	Raw	Material	and	Packaging	Material).	
	
Similarly,	the	factory	will	provide	cost	prices	based	on	projected	volumes.	Deviations	
from	that	volume,	will	lead	to	higher	prices.	To	protect	themselves,	factories	will	set	
a	minimum	run,	securing	that	every	production	will	be	profitable	to	produce.	
An	issue	faced	in	Supply	Chain	losses	 is	that	the	minimum	run	can	be	too	high	and	
contracts	 can	 prevent	 the	 company	 from	 changing	 that.	 Then	 Operations	
produce/purchase	more	stock	then	needed,	driving	Supply	Chain	losses.	
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Evaluation	
	
During	 and	After	 the	 launch	 phase,	 an	 evaluation	 needs	 to	 take	 place	whether	 to	
continue	with	the	innovation	or	not	and/or	what	changes	needs	to	be	made	to	make	
it	still	profitable	(i.e.	to	change	minimum	runs,	commercial	prices,	etc.)	
	
Project	Management	
	
The	quality	of	the	project	team	in	assessing	the	costs,	margins,	risks	and	feasibility	is	
a	critical	element	in	timely	steering	and	decision	making.	One	key	component	is	the	
inclusions	of	hurdle	rates	for	project	approvals	–	this	means	a	specific	project	has	to	
be	 equal	 to,	 or	 above,	 a	 specific	 Net	 Sales	 Value	 and	 return	 rate	 in	 order	 to	 be	
approved.	This	should	be	calculated	by	the	financial	lead	of	the	project.	
	
Cannibalisation	
	
Due	 to	 the	 innovation,	 existing	 SKU’s	 may	 have	 lower	 sales	 due	 to	 the	
cannibalisation	impact	(lower	sales	on	old	product	as	consumer	prefers	new	product	
over	old).	Also	here,	 it	 is	necessary	to	take	the	impact	 into	account	and	review	the	
validity	of	the	planning	metrics	of	the	cannibalised	SKU’s.	Potentially,	a	minimum	run	
review	might	be	necessary	to	prevent	future	losses.	
	
After	 a	 product	 is	 launched	 or	 changed,	 it	 enters	 in	 the	 business	 portfolio	 and	
production	 for	 it	 is	 planned	 –	 it	 then	 enters	 are	 inventory	 and	 is	 eventually	
distributed	to	customers.		
To	protect	service	and	control	company’s	losses,	the	company	looks	at	the	following	
buckets:		

• Inventory	Count	 	
• Damaged	Goods	 	
• Minimum	Order	Quantity	(FG	and	R&P)	 	
• Exception	Reviews	 	
• Excess	Stock	 	
• Quality	(Audits)	 	

	
In	very	simple	terms,	KHC	has	to	implement	the	required	processes	in	the	planning	
and	 execution	 operation	 in	 order	 to	 drive	 loss	 prevention.	 In	 order	 to	 deliver	 the	
right	service	to	customers,	Operations	need	to	know	how	much	stock	is	available,	at	
what	 location,	with	what	quality	and	quantity.	 The	 same	goes	 for	 the	 factory.	 The	
production	cannot	happen	if	the	raw	materials	or	if	the	packaging	materials	are	not	
available	for	production.	There	are	a	lot	of	controls	in	place	to	ensure	this	happens	
correctly.	 	
	

The	next	section	will	cover	some	of	the	main	themes	(listed	above)	and	informs	what	
should	be	done	on	an	operational	perspective.		
	
	

	



24	
	

• Planning	and	execution	
	
Inventory	Count	 	
	
Visibility	 to	 complete	 an	 accurate	 inventory	 is	 critical	 in	 identifying	 and	mitigating	
future	losses.	For	all	inventory,	the	Corporate	Inventory	Counting	Policy	requires	full	
counts	 (either	physical	 inventory,	 or	 the	 recommended	 cycle	 count	process)	 every	
month	for	US	and	Canada	for	(semi)	Finished	Goods	and	Quarterly	for	Raw	Materials	
and	Packaging	and	quarterly	count	for	the	other	Zones.	
	
Minimum	Order	Quantity	for	Factories	
	
Minimum	 Order	 Quantities	 should	 be	 reviewed	 on	 a	 frequent	 basis	 and	 follow	 a	
flexible	format.		
The	 Flexible	 Minimum	 Order	 Quantity	 process	 compares	 the	 planned	 production	
(minimum	order	quantity)	 versus	 sales	 forecast	and	highlights	 issue	 items	 that	are	
reviewed	 by	 Sales	 &	 Operations	 Planning	 (S&OP).	 The	 risk	 items	 are	 shared	 with	
commercial	 teams	 to	 either	 delist	 the	 item	 or	 review	 the	 production	
parameters/costs.	The	improvement	of	this	process	is	of	the	objective	of	this	thesis,	
so,	it	will	be	analyzed	in	the	following	chapters.	
	
Excess	Stock		
	
Excess	Stock	is	a	result	of	sub-optimal	management	of	stock	demand.	It	is	defined	as	
the	stock	above	the	Maximum	stock	(=	Minimum	stock	+	replenishment	cycle	stock).	
The	 minimum	 stock	 and	 replenishment	 cycle	 stock	 needed	 depends	 on	 the	
characteristics	of	each	specific	market	and	the	standard	deviation	on	demand.	This	
Excess	Stock	can	eventually	 lead	 to	Supply	Chain	Losses	and	has	an	 implication	on	
the	Working	Capital.	 It	 is	 critical	 to	 identify	Excess	Stock,	dispose	Excess	Stock	and	
minimise	the	risk	of	creating	more	Excess	Stock.		
	
Quality		
	
To	ensure	that	company’s	products	meet	the	company’s	quality	standards,	a	(small)	
part	 of	 the	 production	 batches	 are	 blocked	 and	 quarantined	 by	 the	 Quality	
department.	After	confirming	that	the	quality	of	the	products	is	up	to	standards,	the	
products	are	released	for	sales.	However,	sometimes	the	products	do	not	meet	the	
company	quality	standards,	but	can	be	reworked.	In	that	case,	this	still	does	not	lead	
to	Supply	Chain	 loss,	but	 to	additional	manufacturing	costs.	At	 last,	sometimes	the	
products	 do	 not	 meet	 the	 company’s	 quality	 standards	 and	 it	 remains	 to	 be	
unsuitable	to	be	consumed.	
	



25	
	

 
	
	
	

	
	
	
KPIs	
	
The	 following	table	 includes	all	 the	KPIs	of	 loss	prevention	team	which	are	used	 in	
order	to	track	and	control	the	its	performance.	The	information	provided	in	the	table	
is	 based	 on	 the	 discussions	 with	 the	 stakeholders	 and	 on	 the	 playbook	 of	 the	
company.	
	
	
	
	

Figure	3.5:	Quality	Blocked	Stock	process	(Zamorano	be	Blas,	2019)	

Table	3.6:	Loss	prevention	KPIs	(Zamorano	be	Blas,	2019)	
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3.4.2	Management	of	Supply	Chain	Losses	
	
In	 this	sub-chapter,	 it	will	be	described	briefly	 the	way	that	 the	company	works	 to	
manage	 the	 on-hand	 stock	 that	 potentially	may	 contribute	 to	 supply	 chain	 losses.	
The	life-cycle	of	this	process	is	divided	into	three	stages/dates.	
	

1. Production	date	
2. T-BBE	date	(Trade	Best	Before	Expired)	
3. BBE	date	(Best	Before	Expired)	

	
The	product	can	be	sold	to	the	customers	before	it	passes	the	T-BBE	date.	The	T-BBE	
is	determined	by	the	Shelf	Life	(SL)	of	the	product	and	the	Remaining	Shelf	Life	(RSL).	
Remaining	Shelf	Life	is	defined	by	the	customers;	depends	on	how	early	they	want	to	
receive	the	stock	in	their	warehouses	once	it	is	produced.	
	
	
	
	
	
	
	
So,	 the	 Trade	 window	 is	 the	 time	 that	 the	 stock	 is	 healthy	 and	 it	 can	 be	
commercialized.	Once	the	stock	passes	T-BBE	date,	it	goes	into	liquidation/donation	
process.	The	stock	 is	 in	this	process	until	 it	reaches	BBE	date.	 Into	this	window	the	
company	try	to	sell	this	stock	to	second	channels,	usually	in	big	discounts	(under	the	
COGs	value)	or	donates	it.	Once	the	stock	expires,	which	means	pass	BBE	date,	there	
are	two	options	to	prevent	or	minimize	supply	chain	losses.	The	company	can	sell	it	
for	 animal	 feeding	or	 bio-fuel.	 Finally,	 if	 the	 company	 cannot	 sell	 it	 through	 these	
two	channels,	the	stock	needs	to	be	destroyed	and	written-off.	
	

		

T-BBE	=	Shelf	Life	–	Remaining	Shelf	Life	

Figure	3.7:	Stock	management	in	KHC	

Figure	3.6:	Equation	of	T-BBE	calculation	
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4.	Supply	Chain	Losses	for	Kraft	Heinz	company	
	
	
In	 figure	 4.1	 is	 represented	 the	 total	
commercial	 losses	of	KHC	 in	2018	and	
the	target	for	2019.	
	
Commercial	 losses	are	 the	 sum	of	 the	
KHC	 losses	 due	 to	 the	 liquidation	 of	
the	 stock	 passing	 T-BBE	 which	 is	 sold	
in	discount	under	the	COGs	value	plus	
the	supply	chain	losses	value.	
	
Supply	chain	losses	value	is	defined	as	
all	 the	 stock	 value	 that	 has	 been	
destroyed,	 in	 other	 words,	 the	 write-
offs.	 All	 the	 other	 actions,	 like	
liquidation,	 donation,	 animal	 feed	 or	
bio-fuel	are	included	to	the	CMA	hit	of	
KHC.	
	
The	 losses	 that	 the	 company	had	due	
to	 the	 aged	 stock	 was	 XXX.	 Out	 of	
them,	 the	 X%	 has	 been	 liquidated	
under	the	COGs	value	and	the	X%	has	
been	written-off.	In	addition,	X%	of	the	
total	 commercial	 losses	 were	 the	
destroyed	Raw	materials	and	Packaging	
(R&P).		
	
Based	 on	 the	 2018	 numbers	 for	 the	 commercial	 losses,	 KHC	 decided	 to	 set	 new	
targets	for	2019.	The	supply	chain	losses	for	Finished	Goods	(FG)	targets	should	be	
zero	and	for	the	R&P	XXX.	The	CMA	hit	should	be	decreased	to	XXX.	In	total,	the	net	
commercial	 losses	 should	 be	 reduced	 from	 XXX	 to	 XXX,	 which	 means	 that	 from	
0.53%	of	the	net	sales	of	2018	should	be	reduced	to	not	higher	than	0.44%	of	the	net	
sales	of	2019.	
	
Also,	this	challenge	is	higher	for	2019,	since	in	the	company	Middle	East	and	Africa	
will	be	integrated.	
	
	
4.1	Aged	stock	in	2018	
	
Based	on	the	figure	4.2	is	obvious	that	the	aged	stock	has	been	increased	during	the	
years,	starting	with	XXX	value	and	ending	up	with	XXX	value.	Even	if	the	total	aged	
stock	was	increasing,	the	percentage	of	the	aged	stock	out	of	the	total	stock	hadn’t	

Figure	4.1:	Total	net	commercial	losses	for	the	

KHC	in	2018	and	target	of	2019	
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been	increased	respectively.	This	is	probably	because	the	production	rate	was	more	
than	the	stock	passing	T-BBE.		
	

 
	
	
	
Hence,	it	can	be	identified	that	there	was	a	lack	of	information	provided,	which	was	
the	process	of	liquidation	per	BU.	This	was	a	gap	that	also	has	been	noticed	by	the	
top	managers,	 since	 the	 data	 for	 their	 performance	was	 not	 valid	 100%.	 It	 is	 not	
enough	just	to	be	aware	of	the	quantity	that	passes	T-BBE	and	BBE	to	validate	the	
BU	 performance.	 The	 losses	 from	 the	 liquidation	 process	 is	 also	 a	 countable	
parameter	that	the	company	should	consider.	The	equation	for	calculating	Total	Past	
T-BBE	in	week	X	is	as	follows:	
	

	
	
	
	
	
	
	

Figure	4.2:	KH	Aged	Stock	Evolution	in	Europe	2018	(internal	report).		

	

Figure	4.3:	Equation	of	Stock	past	T-BBE	every	week		
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Based	 on	 the	 equation	 in	 Figure	 4.3,	 it	 is	 visible	 how	 important	 the	 information	
about	the	liquidation	process	is.	Because	if,	for	example,	the	final	result	for	a	BU	is	
that	it	reduced	the	total	value	of	the	stock	past	T-BBE,	it	possibly	can	mislead	on	the	
conclusion	 that	 it	 has	 improved	 its	 performance.	 But,	 this	 output	 is	 not	 correct,	
because	the	result	could	be	formed	like	this,	due	to	the	increase	of	the	stock	past	T-
BBE	 but	 also	 the	 increase	 of	 liquidation	 efficiency.	 The	meaning	 of	 the	 improved	
performance	should	focus	on	avoiding	the	stock	passing	T-BBE	from	the	first	place,	
which	means	avoiding	all	the	productions	that	contribute	to	supply	chain	losses.	The	
company	 should	have	 as	 less	 quantity	 as	 it	 is	 possible	 to	 liquidate	 and	hence,	 the	
visibility	of	liquidation	performance	is	fundamental	(Figure	4.4)	.	Thus,	the	root	cause	
of	having	stock	passing	T-BBE	should	be	identified	and	be	tackled.	
	

 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

Figure	4.4:	Visibility	of	the	aged	stock	status		
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4.3	The	drivers	of	Supply	Chain	Losses	
	
In	order	 to	 reduce	supply	chain	 losses,	KHC	should	 find	 the	 root	causes	 that	occur	
the	losses.	Based	on	a	project	that	has	been	developed	by	loss	prevention	team,	KHC	
is	now	able	to	have	the	visibility	of	the	drivers	that	lead	to	the	aged	stock	per	BU.	
	
The	RCA	is	a	very	useful	tool	and	is	fundamental	for	the	continuous	improvement	in	
the	company	(Liker	J.,	2004).	In	this	section,	the	drivers	will	be	analyzed.	
	
Drivers:	

• Forecast	Accuracy	
• Excess	Production	
• Production	Issues	
• Short	(Trade)	Shelf	Life	
• Production	Parameters	
• Logistic	Issues	
• Quality	Blocked	Stock	
• Wrong	Stock	Deployment	
• Liquidation	&	Donation	Efficiency	
• Product	Delisting	

	
Over-forecasting	
	
KHC	 operates	 in	 markets	 that	 have	 high	 volatility	 in	 the	 demand.	 Thus,	 it	 is	 very	
difficult	 the	 forecasted	 demand	 to	 match	 exactly	 with	 the	 actual	 demand	 and	
consequently	with	 the	 supply.	 KHC	 has	 a	 forecast	 accuracy	 XXX%.	 The	 accuracy	 is	
defined	 as	 the	 deviation	 of	 the	 forecasted	 demand	 versus	 the	 actual	 sales.	 If	 the	
sales	are	less	or	more	then	it	is	counted	as	inaccurate	forecast.	
	
The	strategy	of	the	Kraft	Heinz	company	is	to	keep	gaining	the	market	share	and	this	
is	why	the	company	is	still	selling	to	markets	that	the	competition	is	high,	as	well	as,	
the	 volatility	 of	 the	 demand.	 An	 example	 of	 the	 company’s	 portfolio	 is	 the	 infant	
feed	in	BU-5.		
	
The	measurement	of	the	commercial	losses	due	to	over-forecasting	is	difficult	to	be	
identified,	 since	 there	 is	 no	 RCA	 for	 this	 in	 the	 company.	 Even	 though	 the	 over-
forecasting	 is	placed	on	the	retail	 stage	or	distribution,	 in	KHC	 is	considered	 in	 the	
production	stage,	since	KHC	forecasts	all	of	its	retailers	that	buy	its	products.	
	
Excess	Production	
	
Excess	production	happens	when	the	company	ends	up	with	excess	stock	that	needs	
to	be	liquidated	or	destroyed,	which	contributes	to	commercial	losses.	Company	has	
excess	stock	when	the	quantity	of	the	production	happened	plus	the	on-hand	stock	
is	more	than	the	company	can	sell	before	the	product	passes	T-BBE	(the	time	that	
the	product	is	not	possible	to	be	sold	to	the	retailers	any	more).	Excess	production	
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can	 happen	 for	 multiple	 reasons.	 	 A	 reason	 could	 be	 that	 the	 supply	 planner	
produced	more	than	it	was	forecasted	or	because	JDA	parameters	were	not	updated	
correctly.	 Excess	 production	 is	 to	 be	 analyzed	 in	 the	 following	 chapter	with	more	
details,	since	is	one	of	the	main	improvements	have	been	made	by	this	project.	
	
Some	of	these	reasons	that	excess	production	happens	are	the	following:	
	

• The	supply	planners	are	planning	without	the	sales	forecast	being	updated	on	
JDA.	 Sometimes,	 there	 is	 unofficial	 communication	 between	 the	 supply	
planner	 and	 the	 demand	 planner,	 through	 phone,	 email	 or	 orally	 in	which	
they	agree	on	a	new	production	based	on	the	demand.	Thus,	 in	the	system	
the	production	seems	to	be	planned	without	sales	forecast	which	means	that	
leads	to	excess	stock.	

• The	 productions	 are	 automatically	 planned	 by	 JDA	 based	 on	 the	 set	
parameters	by	supply	planners.	Supply	planners	need	to	review	all	of	 these	
productions	 that	 the	 system	 planned	 and	 correct	 those	 that	 are	 needed.	
Sometimes	productions	are	planned	wrongly	and	the	supply	planners	hadn’t	
reviewed	them.	

• Stock	building.	Sometimes	the	production	 lines	could	be	shut	down	or	 they	
are	 fully	 utilized	 and	 thus,	 stockbuilding	 for	 some	SKUs	 is	 needed,	which	 is	
something	 acceptable	 and	normal.	 But,	 a	 lot	 of	 times	 supply	 planners	 plan	
productions	 to	 stockbuild	 without	 considering	 the	 T-BBE	 of	 the	 product.	
Thus,	 they	plan	wrongly	more	 than	 the	 company	 can	 sell	 during	T-BBE	and	
contribute	to	commercial	losses.	

	
Minimum	Order	Quantity	(MOQ)	
	
The	MOQ	is	specified	by	the	factories	and	is	the	minimum	quantity	of	the	cases	that	
the	 factory	 can	 produce	 in	 order	 the	 production	 per	 case	 to	 be	 profitable	 for	 the	
company.	Obviously,	the	more	the	factories	produce	per	production	run	the	less	the	
cost	 per	 case.	 But,	 sometimes	 the	 demand	 is	 much	 less	 than	 the	 MOQ	 and	 the	
remaining	quantity	becomes	excess	stock	for	the	company.	So	these	SKUs	with	MOQ	
higher	than	the	quantity	that	the	company	can	sell	during	T-BBE,	is	characterized	as	
SKUs	with	high	MOQ	and	there	 is	 specific	process	which	 is	developed	through	this	
thesis	and	it	will	be	analyzed	in	details	in	the	following	chapter.	
	
Production	cycle	
	
Most	of	the	products	 in	KHC	have	production	cycle	four	weeks.	Production	cycle	 is	
defined	 as	 the	 frequency	 of	 production,	 which	 means	 the	 time	 between	 the	
productions	planned	for	an	SKU.		
	
The	problem	of	commercial	losses	due	to	the	production	cycle	concern	all	the	SKUs	
which	have	more	than	four	weeks	of	production	cycle.	There	are	two	sides	of	the	risk	
for	 losses.	 If	 for	example,	 the	production	cycle	 is	eight	weeks	then,	 the	production	
should	fulfill	at	least	eight	weeks	of	the	demand.	So,	the	first	challenge	in	this	case	is	
the	risk	of	the	demand’s	fall.	The	variations	in	the	demand	during	these	eight	weeks	
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cannot	be	considered.		Secondly,	the	combination	of	the	high	MOQ	and	the	specific	
production	cycle	can	also	lead	to	supply	chain	losses.	For	instance,	if	for	an	SKU	the	
production	planned	 is	 to	cover	three	weeks	of	demand	and	the	MOQ	covers	three	
weeks,	too,	then	the	situation	is	perfect.	But	if	this	specific	SKU	has	production	cycle	
of	 four	 weeks	 then	 the	 production	 should	 be	 two	 times	 of	 MOQ	 and	 then	 the	
produced	 quantity	 would	 be	 more	 than	 the	 company	 can	 sell	 during	 the	 trade	
window.	
	
Short	shelf	life/	Short	trade	window	
	
Another	 root	 cause	 for	 commercial	 losses	 is	 the	 short	 life	 of	 some	 SKUs	 in	 KHC’s	
portfolio.	When	a	product	has	 a	 short	 shelf	 life	 then	by	default	 the	 trade	window	
that	the	company	has	to	sell	the	product	is	very	short.	There	is	not	flexibility	for	the	
company	 if	 something	 from	the	external	environment	happens.	Not	only	 the	short	
shelf	life	but	also	the	short	remaining	shelf	life	(Trade	shelf	life)	occurs	the	same	risk.	
As	far	as	the	short	trade	shelf	 life	 is	concerned,	 it	 is	determined	by	the	customers’	
constraints.	It	is	the	time	until	the	customer	wishes	to	receive	the	product	from	the	
time	 is	 produced.	 For	 example,	 the	 X	 customer	 needs	 the	 product	 2	 months	 in	
his/her	warehouse	before	 it	 expires.	 	 So,	 there	are	 cases	 that	 the	 customer	needs	
the	 product	 a	 long	 time	 before	 it	 expires	 and	 thus,	 the	 trade	 window	 for	 the	
company	 is	even	 less.	 If	 the	product	past	 the	 trade	 shelf	 life,	 it	 is	 still	 consumable	
and	 KHC	 can	 still	 commercialize	 it.	 If	 this	 is	 the	 case,	 then	 the	 liquidation	 process	
should	be	followed.		
	
The	shelf	life	of	a	product	is	determined	by	the	R&D	KH	team	through	different	kinds	
of	test	and	methods.	They	determine	the	range	that	the	product	could	be	consumed	
safely.	 Thus,	 the	 extension	 of	 the	 product’s	 shelf	 life	 is	 not	 an	 easy	 and	 quick	
process.	 The	 R&D	 team	 is	 responsible	 to	 provide	 a	 specific	 number	 of	 days	 for	
product’s	 shelf	 life	 and	 to	 communicate	 it	 to	 the	 different	 departments	 of	 the	
company.	 If	 the	 extension	 of	 shelf	 life	 is	 required	 in	 order	 to	 minimize	 the	
commercial	 losses	 and	 to	 increase	 the	 flexibility,	 the	 R&D	 team	 can	 review	 and	
approve	the	 increase	of	shelf	 life	until	 the	higher	acceptable	 limit	according	to	the	
tests	had	been	applied.	
	
As	far	as	the	trade	shelf	life	is	concerned,	it	is	based	on	the	customer’s	decision.	The	
trade	shelf	life	is	a	matter	of	negotiation	between	the	company	and	the	customer.	If	
the	customer	is	convinced	that	the	extension	of	the	trade	shelf	life	will	not	influence	
its	revenues,	then	a	new	agreement	can	be	made.	If	the	customer	accepts	the	shelf	
life	extension,	then	less	number	of	SKUs	will	go	into	the	liquidation	process.		
	
Safety	Stock	
	
The	production	parameters	like	safety	stock	is	also	one	of	the	key	drivers	that	leads	
to	excess	production	and	thus	to	commercial	losses.		
	
The	 reason	 for	 the	 big	 safety	 stock	most	 of	 the	 times	 is	 the	 high	 volatility	 of	 the	
market.	If	the	company’s	primary	target	is	to	not	be	out-of-stock,	then	it	should	keep	
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more	safety	stock	in	order	to	always	be	able	to	fulfill	the	demand	of	the	customer.	
The	 risk	 of	 excessive	 stock	 is	 high	 if	 the	 demand	 falls.	 Additionally,	 safety	 stock	 is	
influenced	by	huge	production	cycles.	The	more	weeks	of	production	cycle,	the	more	
the	safety	stock	company	should	keep.	
	
All	 the	 referred	 drivers	 above	 can	 be	 prevented	 before	 the	 production	 happens.	
Improvements	can	be	made	 in	order	 to	minimize	 the	quantity	 that	ends	up	 to	 the	
liquidation	process	and	thus,	to	minimize	supply	chain	 losses.	The	following	drivers	
that	 will	 be	 described	 cannot	 be	 avoided	 before	 production	 but	 concern	 the	
improvements	of	the	actions	after	the	stock	is	built.	
	
Wrong	Deployment	of	the	Stock	
	
This	 is	 another	 reason	 of	 commercial	 losses	 in	 KHC.	 Wrong	 Stock	 deployment	
characterizes	 the	stock	 that	 is	not	 in	 the	correct	warehouse.	The	once	 the	stock	 is	
produced,	it	should	be	delivered	in	the	specific	Business	Units	based	on	the	demand.	
Sometimes,	 the	 demand	 can	 drop	 and	 some	 of	 the	 stock	 remains	 to	 the	 initial	
warehouse.	The	BUs	when	start	the	liquidation	process	they	consider	only	the	stock	
that	is	in	its	warehouse	and	therefore,	the	stock	that	left	in	the	first	warehouse	is	not	
considered	as	stock	of	 the	BU	that	asked	 for	 it.	Consequently,	 it	 is	not	assigned	to	
any	BU	in	order	to	be	liquidated.	The	losses	due	to	this	kind	of	situation	consists	the	
5%	of	commercial	losses.		
	
Logistic	issues	
	
The	losses	due	to	the	logistic	issues	consists	the	1%	of	commercial	losses.	The	once	
the	production	happens,	the	stock	is	transferred	to	the	warehouse	until	it	is	sold	or	
transferred	to	another	warehouse.	In	order	to	shipped	to	another	BU’s	warehouse,	
sometimes	 repacking	 is	needed.	KHC	works	with	 full	pallets	 strategy,	which	means	
that	if	the	pallet	is	not	full,	it	is	not	moved.	These	pallets	considered	as	“part	pallets”	
by	 company	 and	 they	 contribute	 to	 commercial	 losses.	 The	 logistic	 team	 should	
consider	 this	 case	 and	 take	 some	 preventive	 actions	 in	 order	 to	 end	 up	 in	 the	
clearance	 process.	 Also,	 the	 team	 should	 take	 into	 account	 the	 losses	 due	 to	 the	
decision	of	 not	 shipping	 the	part	 pallets	 and	 to	 recalculate	 the	profitability	 of	 this	
decision	for	the	company.	Probably	the	losses	of	delivering	only	full	pallets	are	more	
than	delivering	part	pallets.	
	
Secondly,	the	company	works	with	FIFO	approach	and	not	with	FEFO	approach.	This	
means	 that	 first	 shipped	 the	products	 that	 arrives	 first	 in	 the	warehouse,	which	 is	
something	wrong.	The	shipping	should	be	done	based	on	the	expiration	date	of	each	
SKU,	 otherwise	 the	 probability	 of	 commercial	 losses	 would	 be	 increased.	 The	
different	 trade	window	of	 the	 KH	 products	 does	 not	 help	 the	 d-complexity	 of	 the	
logistic	process.	
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Quality	Blocked	Stocked		
	
This	root	cause	 is	something	that	empirically	noticed	by	the	demand	planner	team	
and	 concern	 all	 the	 SKUs	 that	 are	 blocked	 due	 to	 the	 quality	 incompliance.	 The	
products	go	 through	 the	quality	control	 in	which	 the	 respective	 team	exams	 if	 the	
products	are	 compliant	with	 the	 requirements	and	policies.	 If	 the	products	 cannot	
be	 reworked	 in	order	 to	 finally	 released	 for	selling,	 then	 the	 losses	are	not	part	of	
commercial	losses.	But,	there	are	times	that	the	products	stay	for	longer	in	this	stage	
and	when	they	are	released,	the	trade	window	is	too	short	and	it	is	not	flexible	for	
the	BU	to	take	the	respective	actions	to	avoid	the	commercial	losses.	
	
Liquidation/Donation	efficiency	
	
This	 topic	 is	 not	 concern	 the	 root	 cause	 of	 supply	 chain	 losses	 but	 it	 is	 for	 sure	
something	that	has	huge	impact	in	the	KH	commercial	losses.	The	most	efficient	the	
process	 of	 liquidation/donation	 the	 less	 the	 losses.	 Company	 is	 expected	 to	 have	
higher	 performance	 in	 the	 liquidation/donation	 process	 than	 actually	 has.	 During	
this	process	the	BUs	face	different	kind	of	challenges	which	make	its	perform	more	
difficult.	Some	of	the	reasons	that	some	BUs	are	not	performing	as	it	is	expected	are	
the	followings:	
	

• There	 is	 a	 specific	 category	 of	 products	 that	 all	 the	 BUs	 has	 difficulty	 to	
liquidate	them	or	donate	them.	
Only	 BU-9	 (Figure	 4.6)	 seems	 to	 be	 able	 to	 clear	 the	 stock	 of	 this	 specific	
product	above	the	COGs.	

	
• The	foodbanks	of	 the	region	of	BU-2	 (Figure	4.6)	are	 full,	 thus	this	BU	does	

not	 have	 the	 choice	 to	 donate	 the	 food	 and	 at	 the	 same	 time	 it	 has	 the	
difficulty	 also	 to	 liquidate	 it.	 The	 same	 situation	 is	 described	 also	 for	 BU-1	
(Figure	4.6).	

	
• There	are	no	contacts	for	biofuel	from	company’s	side	and	now	the	company	

starts	 to	use	 this	 channel	by	 sending	 the	stock	 to	BU-10	 (Figure	4.6)	where	
there	is	a	company	that	can	use	it.	

	
• BU-4	 (Figure	 4.6)	 is	 the	only	 Business	Unit	 that	 uses	 the	 channel	 of	 animal	

feeding.	But,	besides	this	benefit	this	BU	has	a	big	difficult	on	liquidating	the	
stock	in	the	early	stage	and	as	a	result,	it	has	a	big	negative	hit	in	the	CMA.	
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Product	delisting	
	
The	process	of	delisting	is	followed	by	the	company,	when	the	company	decides	to	
replace	 an	 old	 product	 with	 a	 new	 one	 or	 when	 the	 company	 wants	 to	 delist	 a	
product	permanently	from	its	portfolio	due	to	any	kind	of	loss.	If	the	company	delist	
a	product	without	replacing	it	with	a	new	one,	then	it	should	stop	commercializing	
with	it.	That	means	that	if	the	process	of	delisting	is	not	planned	correctly	there	is	a	
high	 likelihood	 of	 excess	 stock	 which	 could	 only	 liquidate	 the	 stock	 through	
secondary	 channel.	 So,	 this	 is	 another	 reason	 that	 triggers	 commercial	 losses	 and	
therefore,	 the	 company	 started	 to	 run	 the	 specific	 process	 to	 prevent	 this	 kind	of	
losses.	
	
The	 supply	 chain	 losses	 on	 a	 delisting	 process	 derives	 from	 the	write-offs	 of	 R&P	
materials.	Even	if	the	company	plans	a	last	production	to	generate	and	liquidate	the	
FG	 produced	 by	 using	 these	 R&P	 materials,	 sometimes	 there	 is	 huge	 stock	 of	
materials	due	for	example	to	big	lead	times,	that	cannot	be	used	to	another	product	
and	they	end	up	to	supply	chain	losses.	
	
4.4	Involved	Stakeholders	in	Supply	Chain	
	
Kraft	 Heinz	 Company	 (KHC)	 is	 a	 huge	 company	 with	 really	 complicated	 structure,	
network	and	channels,	 fact	 that	makes	the	prevention	of	supply	chain	 losses	more	
challenging	and	 significant	 at	 the	 same	 time.	 In	 this	 section,	 the	 stakeholders	 that	
get	involved	and	contribute	to	supply	chain	process	will	be	presented	by	describing	
their	 roles,	 objectives	 and	 interests.	 Interests	 for	 one	 stakeholder	 sometimes	 are	

Figure	4.6:	Performance	of	Clearance	and	Donation	per	BU		
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barriers	for	the	interests	of	the	others.	It	is	usual	for	the	companies	to	have	conflicts	
of	interest	between	of	its	departments.	
	
Category	Analyst	
	
The	main	goal	of	a	category	analyst	 in	KH	 is	 to	 increase	 the	company’s	profit.	This	
means	 that	he	 targets	on	 increasing	 the	NSV	per	 transaction	 comparatively	 to	 the	
value	of	the	COGs.	He/	She	exams	and	analyses	when	a	product	brings	more	losses	
than	 gain	 to	 the	 company	 and	 he/	 she	 is	 also	 able	 to	 have	 the	 visibility	 which	
products	of	his/	her	portfolio	are	slow-movers	or	continuously	past	T-BBE	and	hence,	
provide	 them	 in	 a	 lower	 price.	 Additionally,	 he/	 she	 has	 the	 right	 to	 decide	 the	
delisting	 of	 a	 product	 if	 it	 repeatedly	 brings	 negative	 CMA	 in	 the	 company.	 The	
interest	 of	 the	 category	 analysts	 is	 to	 reduce	 the	 number	 of	 the	 products	 in	 their	
portfolio	that	affect	negatively	the	company.	
	
Demand	planners	
	
The	team	of	the	demand	planning	has	a	high	impact	on	the	supply	chain	losses.	The	
accuracy	of	the	forecast	which	is	one	of	the	objective	of	this	team	is	strongly	related	
to	 the	supply	chain	 losses.	The	more	accurate	 forecast,	 the	 less	excess	stock	 in	KH	
warehouses.	 The	 accuracy	 of	 the	 demand	 forecast	 is	 one	 of	 their	 KPI’s.	 But,	 the	
second	KPI	 is	 the	CFR	 (Case	Filling	Rate).	These	 two	KPIs	are	sometimes	negatively	
correlated	and	the	improvement	of	the	one,	negatively	impact	the	improvement	of	
the	other.	The	challenge	of	this	team	is	to	find	the	balance	between	these	two	KPIs.	
They	target	to	always	be	able	to	fulfill	the	demand	but	without	over-forecasting	and	
consequently,	without	keeping	excess	stock	which	contributes	to	supply	chain	losses.	
	
Food	Safety	Quality	team	(FSQ)	
	
The	FSQ	team	is	responsible	to	exam	every	production	when	it	is	completed	and	to	
make	sure	that	there	is	compliance	between	the	quality	and	safety	standards	of	the	
company	 and	 the	 produced	 products.	 If	 there	 is	 an	 issue	 with	 the	 quality	 of	 the	
products,	then	the	products	are	blocked	and	either	they	can	be	reworked	and	then	
provided	to	the	customer	or	they	are	destroyed	since	there	is	no	way	to	correct	the	
quality	issue.	The	interest	of	this	team	is	to	minimize	the	products	that	are	destroyed	
due	to	quality	issues.	Therefore,	it	is	obvious	that	the	power	of	this	is	limited	since	it	
is	constrained	by	standards	and	policies.	
	
Logistics	team	
	
The	main	role	of	logistic	team	is	to	plan	the	transportation	of	the	items	between	the	
sites	 and	 the	 warehouses.	 They	 are	 responsible	 for	 the	 optimization	 network	
efficiency.	Additionally,	 their	 concern	 is	also	 the	 truck	 load	and	 they	 target	 to	ship	
only	 full	 pallets	 in	 order	 to	 minimize	 the	 cost	 per	 item.	 Their	 interest	 in	 the	
prevention	of	supply	chain	losses	is	immaterial	and	their	involvement	is	also	weak.	
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Business	Unit	Manager	director	
	
This	position	has	the	most	power	in	a	BU.	They	target	on	sales	 increase	and	on	BU	
growth.	They	have	power	on	everything	that	concerns	their	BU	and	this	is	why	they	
have	a	big	impact	on	the	supply	chain	losses.	Besides	the	fact	that	they	have	a	lot	of	
power	to	influence	and	to	reduce	commercial	losses,	it	is	out	of	their	interests.	Their	
interest	 is	 to	 sell	 more	 and	 not	 to	 reduce	 the	 supply	 chain	 losses.	 Hence,	 the	
following	chart	(Figure	4.7)	presents	that	they	have	more	power	and	less	interest	on	
supply	chain	losses	prevention.	
	
Marketing	
	
Marketing	focuses	on	business	growth.	They	are	charged	in	deciding	the	mix	of	the	
product	 for	 its	BU	respectively	and	 they	are	considered	as	a	stakeholder	with	high	
power	since	 they	 take	decisions	on	 the	portfolio	changes.	 If	 the	company	 lists	and	
delists	 products	 frequently,	 then	 there	 are	 potential	 losses	 in	 R&P	materials.	 The	
main	interest	and	KPI	of	this	team	is	to	increase	company’s	profit.	Thus,	besides	the	
fact	they	have	power,	they	do	not	have	interest	in	loss	prevention	objective.	
	
Research	&	Development	team	
	
R&D	is	 the	team	that	 is	 responsible	 for	 launching	new	products.	Also,	 they	are	the	
ones	that	provide	the	limits	for	the	shelf	life	of	a	product	through	different	kinds	of	
tests	and	methods.	They	consider	the	needs	of	the	customers	and	they	exam	if	it	is	
possible	 to	 create	 a	 new	 product	 that	 it	 will	 fulfill	 these	 needs.	 For	 example,	
products	which	are	more	close	to	the	healthy	lifestyle	which	is	now	a	trend.	Even	if,	
it	is	a	team	that	could	be	considered	as	a	powerful	one	regarding	losses	prevention,	
since	 they	 are	 responsible	 for	 shelf	 life	 determination,	 they	 do	 not	 have	 so	much	
power	because	they	have	the	restrictions	of	the	safety	parameter.	
	
Sales	team	
	
Sales	team	is	the	team	that	is	closer	to	the	customers.	They	are	in	charge	of	bringing	
new	 buyers	 in	 the	 company	 and	 also	 providing	 the	 best	 services	 to	 the	 current	
buyers.	 The	 supply	 chain	 loss	 prevention	 is	 not	 a	 part	 of	 their	 KPI,	 thus	 at	 a	 first	
glance	 their	 interest	 is	 not	 so	 strong.	 But,	 their	 involvement	 in	 the	
liquidation/donation	process	is	something	gives	them	increased	power.	They	are	not	
only	responsible	for	selling	to	normal	buyers	but	also	via	the	second	channels.		
	
Sourcing	
	
For	 the	 sourcing	 two	 departments	 are	 involved.	 The	 one	 is	 Procurement	 and	 the	
other	 one	 is	 Manufacturing.	 The	 procurement	 team	 is	 responsible	 to	 fulfill	 the	
factories	 with	 the	 respective	 R&P	materials	 or	 semi-	 finished	 goods	 which	 supply	
from	 external	 suppliers,	 while	 factories	 are	 responsible	 to	 convert	 them	 into	
Finished	Goods	(FG).	Both	of	the	teams	are	 in	charged	to	negotiate	and	determine	
the	 MOQ	 and	 the	 production	 cycles.	 However,	 factories	 have	 the	 power	 to	 take	
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decisions	that	influence	supply	chain	losses	their	interest	from	reducing	them	is	not	
strong	and	sometimes	comes	to	a	conflict	with	supply	chain	losses	prevention,	since	
their	KPIs	are	related	to	the	production	efficiency	and	cost.	
	
Supply	Chain	Developing	team	(SCD)	
	
Similarly,	 to	the	marketing	team,	SCD	department	 focuses	on	the	business	growth.	
For	instance,	if	company	targets	to	increase	its	market	share	in	foodservice	industry,	
the	SCD	will	focus	on	bringing	new	ideas	in	order	to	develop	new	products	that	will	
fulfill	the	needs	of	the	market,	as	well	as,	on	designing	the	supply	chain	of	the	new	
products.	 The	 objective	 of	 this	 team	 is	 to	 cooperate	with	 a	 lot	 of	 stakeholders	 in	
order	to	make	feasible	the	launch	of	the	new	product.	They	cooperate	with	the	sites	
in	 order	 to	 discuss	 the	 needs	 considering	 the	manufacturing	 site	 and	 to	 decide	 in	
which	 factory	 the	 product	 should	 be	 produced.	 They	 also	 conduct	with	marketing	
team,	supply	planning	team	and	procurement	team.	
	
The	 power	 they	 have	 in	 supply	 chain	 losses	 prevention	 is	 regarding	 to	 MOQ	
determination.	 They	 work	 together	 with	 the	 factories	 and	 they	 can	 influence	 the	
MOQ	of	the	new	product.	The	MOQ	as	it	will	be	described	in	the	following	chapter	
consist	one	of	the	main	root	cause	of	excess	production.	
	
Supply	Chain	Finance	(SCF)	
	
The	 SCF	 team	 focuses	 on	 the	 accounting	 activities	 of	 the	 company.	 They	 are	
responsible	 for	the	consolidation	of	 the	financial	statement.	This	 team	summarizes	
all	the	expenses	and	the	earnings	during	a	year.	
	
Supply	Planning	
	
Like	 the	 demand	 planning	 team,	 the	 supply	 planning	 team	 has	 KPIs	 for	 CFR	 and	
commercial	 losses.	Supply	planners	are	responsible	for	the	planning	of	productions	
needed	in	order	to	fulfill	the	demand.	The	position	of	interest	and	the	power	for	the	
supply	planning	team	is	the	highest	since	it	has	the	power	to	avoid	any	production	
that	contributes	to	supply	chain	 losses.	Over	 forecasting	 is	something	that	 it	 is	not	
possible	to	be	known	before	the	time	that	the	products	were	not	sold,	while	excess	
production	 can	 be	 identified	 and	 prevented	 before	 the	 production	 happened.	 The	
supply	planners	have	the	power	to	not	produce	at	all.	The	productions	planned	are	
their	 decision.	 Their	 objective	 should	 be	 to	 produce	 only	 the	 quantity	 which	 is	
necessary	in	order	to	just	fulfill	the	published	forecasted	demand.	
	
Warehouse	management	
	
In	 every	 KHC	 warehouse,	 there	 is	 a	 team	 which	 is	 responsible	 for	 warehouse	
managing.	 They	 are	 in	 charge	 for	 receiving	 the	 stock,	 storing	 it	 and	managing	 the	
shipping	 to	 the	 customers	 or	 other	 warehouses.	 The	 KPIs	 for	 the	 warehouse	
managing	team	is	related	to	the	cost	of	storage.		Their	interest	positively	impacts	the	
supply	chain	 losses	prevention	since	the	less	the	quantity	of	stock,	the	less	storage	
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cost.	 Excess	 production	 triggers	 the	 need	 for	 more	 capacity	 in	 the	 warehouses.	
While	their	interest	for	less	stock	is	high,	their	power	for	excess	production	decrease	
is	 limited,	since	their	responsibility	concerns	only	the	preparation	of	the	shipments	
when	it	is	needed.		
	
Warehouse	 team	 has	 also	 the	 responsibility	 to	 send	 the	 stock	 that	 expired	 for	
destruction.	 	 The	 destruction	 should	 be	 approved	 from	 the	 BUs	 and	 then	 the	
warehouse	 team	 manages	 the	 process	 of	 stock	 destruction.	 The	 interest	 for	 the	
destruction	 is	 high,	 since	 in	 this	 way	 they	 release	 a	 lot	 of	 occupied	 space.	 Their	
power	on	decision-making	 for	 the	process	 is	 limited,	 since	 they	need	 the	approval	
from	the	BUs	whose	is	not	their	priority.	Thus,	the	process	is	slow.		
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5.	Project	developed	and	the	main	targets	
	
In	 this	 chapter	 is	 presented	 the	 main	 improvements	 made	 by	 this	 project	 that	
concern	 the	 supply	 chain	 losses	 prevention.	 Supply	 chain	 losses	 prevention,	 as	
already	discussed,	focus	in	two	areas,	on	the	corrective	actions	which	are	possible	to	
be	applied	after	the	productions	happened	and	on	the	preventive	actions	which	are	
necessary	to	be	taken	before	the	productions	happened.		
	
A	description	of	the	corrective	actions	will	follow,	but	the	main	part	where	this	thesis	
focuses	on	is	the	improvements	in	the	preventive	actions.	Thus,	this	is	what	will	be	
presented	in	more	details	and	be	discussed	analytically.	
	
Firstly,	it	is	very	important	to	go	through	the	corrective	actions	that	company	takes	
when	 the	 excess	 stock	 passes	 T-BBE	 in	 order	 to	 reduce	 the	 commercial	 losses.	
Currently	 a	 new	 project	 has	 been	 developed	 in	 the	 company	 that	 provides	 more	
visibility	 on	 the	 performance	 of	 the	 company	 during	 the	 clearance	 process.	 It	
provides	clarity	on	the	stock	movements	and	the	actions	that	are	taken	per	BU	on	
the	 aged	 stock.	Now,	 it	 is	 known	 for	 the	 company	 the	 new	quantity	 of	 stock	 that	
passes	T-BBE/BBE	and	also	the	stock	that	is	being	cleared.	Through	this	tool	which	is	
developed	by	the	loss	prevention	team,	the	root	causes	of	commercial	losses	can	be	
identified.	 This	would	help	also	 in	 the	preventive	actions	which	 this	 thesis	 focuses	
on,	since	in	order	to	tackle	and	improve	a	process,	the	challenges	and	gaps	should	be	
identified.	
	
Then,	the	preventive	actions	will	be	analyzed	and	the	project	developed	on	behalf	of	
this	thesis	will	be	presented	and	discussed.	The	current	project	focuses	on	two	issues	
before	the	production	happened.	The	first	is	the	reduction	of	excess	production	and	
the	 next	 one	 is	 the	 centralization	 and	 standardization	 of	 MOQ	 flexibility	 process.	
High	MOQ	and	excess	production	are	two	of	the	main	reasons	for	commercial	losses	
and	 they	 were	 identified	 through	 the	 root	 causes	 analysis	 generated	 in	 the	 aged	
stock,	 as	 described	 in	 the	 previous	 paragraph.	 Preventive	 actions	 are	 vital	 for	 the	
company’s	commercial	losses	reduction.	The	more	excess	stock	is	avoided	before	it	
is	 produced,	 the	 less	 company	 should	 liquidate,	 donate	 and	 destroy.	 Excess	
production	 is	 linked	 directly	 to	 the	 supply	 planners,	 which	 should	 plan	 the	
productions	more	 consciously	 and	make	 sure	 that	 from	one	hand	 the	productions	
are	enough	to	 fulfill	 the	demand	and	 from	the	other	hand	the	stock	produced	will	
not	pass	T-BBE	window.	
	
5.1	Loss	prevention	team:	Corrective	actions	
	
In	 loss	 prevention	 team	 the	 corrective	 actions	 focus	 on	 the	 on-hand	 stock	 of	 the	
company,	 which	 means	 on	 the	 productions	 that	 already	 happened.	 Thus,	 the	
purpose	of	 the	corrective	actions	 is	 to	minimize	 the	stock	 that	will	pass	T-BBE	and	
BBE.	Corrective	actions	are	centrally	developed	from	HUB	team	and	hence,	activities	
that	happen	locally	by	each	BU	cannot	be	modified.	
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The	 drivers	 that	 influence	 the	 quantity	 of	 the	 stock	 passes	 T-BBE	 or	 BBE	 are	 the	
followings:	
	

1. Under	sales	
2. Quality	Blocked	Stock	
3. Logistic	Issues	
4. Wrong	Deployment	
5. Liquidation/Donation	Efficiency	
	

After	 the	production,	 the	main	driver	 for	 the	commercial	 losses	 is	 the	under-sales.	
This	 is	 a	 really	 complicated	 issue	 since	 a	 lot	 of	 parameters	 can	 influence	 the	
underselling.	 For	 example,	 the	 under	 sales	 can	 be	 occurred	 because	 of	 the	
overforecasting	 before	 the	 production	 happened	 and	 hence,	 the	 root	 cause	 of	
underselling	is	the	low	forecast	accuracy.	Sometimes,	the	reason	can	be	due	to	the	
customer	service	issues	or	marketing.	The	increase	of	the	sales	is	out	of	the	scope	of	
this	thesis	and	generally	of	the	interest	of	loss	prevention	team.	
	
The	 logistic	 issues	 that	 contribute	 to	 commercial	 losses	 are	 something	 that	 the	
logistic	 team	 is	 responsible	 for	 and	 should	 take	 actions	 on	 it.	 Thus,	 the	 loss	
prevention	 team	 cannot	 be	 involved	 on	 improving	 the	 logistic	 process.	 The	 only	
thing	that	loss	prevention	team	can	do	and	it	has	already	been	done	is	to	highlight	
the	 issue	to	them.	Similarly,	the	quality	 issue	cannot	be	tackled	by	no	one,	but	the	
quality	team.	Even	though,	they	are	the	only	ones	that	can	make	the	improvements	
in	quality	 issues,	 their	power	 is	 limited	 since	 the	quality	 restrictions	and	standards	
are	defined	by	the	company	policy	and	they	need	to	be	followed.	
	
Thus,	 the	 only	 drivers	 that	 loss	 prevention	 team	 can	 take	 into	 consideration	 and	
make	 improvements	 on	 them	 are:	 the	 liquidation/	 donation	 efficiency	 and	 the	
wrong	stock	deployment.	Loss	prevention	team	has	already	developed	a	project	that	
concerns	the	visibility	provided,	for	the	status	of	the	on-hand	stock,	as	developed	in	
previous	chapters.	Once,	there	is	a	visibility	on	it,	actions	can	be	taken	quicker	and	
correctly.	Before	this	project	developed	by	the	team,	there	was	no	visibility	on	the	
stock,	neither	for	the	location	nor	for	the	liquidated/	donated	stock.	
	
In	the	corrective	actions	of	the	loss	prevention	team	belong	two	important	reports.	
The	one	that	provides	the	clarity	on	the	stock	past	T-BBE/	BBE,	as	well	as,	the	date	of	
the	clearance	and	the	other	one	that	provides	the	information	about	the	items	that	
have	been	located	wrongly,	as	well	as,	the	owner	of	these	items.	
	
5.1.1	Corrective	actions	applied	for	commercial	losses	reduction	
	
Kraft	 Heinz	 company	 follows	 the	 food	 waste	 hierarchy	 (Bilska	 et	 al.,	 2016)	 as	
described	in	the	literature	review.	Each	BU	works	independently	on	this	process.	The	
target	of	HUB	is	to	reduce	the	commercial	losses	in	EMEA.	
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Stock	status	visibility	
	
An	 improvement	 has	 been	 made	 by	 the	 loss	 prevention	 team,	 was	 to	 provide	
visibility	 of	 the	 liquidation/	 donation	 progress.	 Earlier	 the	 only	 thing	 that	 top	
managers	knew,	was	the	aged	stock,	but	they	could	not	recognize	if	the	reduction	or	
the	increase	was	due	to	liquidation	efficiency	or	due	to	less	stock	passing	T-BBE.		
	
Now,	the	team	developed	a	report	in	which	new	KPIs	are	considered.	This	report	will	
briefly	be	described,	since	corrective	actions	are	not	the	interest	of	this	thesis.	These	
KPIs	are:	
	

• New	stock	passing	T-BBE	per	week	
• Stock	being	cleared	from	past	T-BBE	per	week	
• Stock	expiring	and	becomes	stock	passing	T-BBE	per	week	

	
By	having	this	information,	now	it	is	feasible	for	each	BU	to	know	its	performance	in	
the	liquidation/	donation	process.	The	best	case	for	each	BU	is	to	minimize	the	stock	
passing	 T-BBE	 and	 simultaneously	 to	 increase	 the	 amount	 of	 the	 cleared	 stock,	
before	 passing	 BBE.	 Consequently,	 as	 a	 first	 step	 the	 target	 is	 to	 eliminate	 stock	
passing	T-BBE.		
	
Currently,	 the	 company	 is	 monitoring	 the	 new	 KPIs	 evolution	 through	 the	
dashboards	 created.	 The	 visibility	 that	 the	 three	 KPIs	 bring	 will	 help	 to	 the	
elimination	of	the	commercial	losses	in	the	future.	
	

	
	

5.1.2	Dashboard	for	commercial	losses	
	
The	corrective	actions	are	taken	based	on	the	dashboards	data	that	will	be	analyzed	
in	this	section.	The	interested	stakeholders	use	it	as	a	tool	that	notifies	them	where	
and	how	to	act,	as	well	as,	as	an	indicator	of	their	evolution.	The	following	figure	5.2	
presents	the	dashboard	for	the	new	stock	that	passed	T-BBE.	
	
This	dashboard	includes	a	lot	of	filters	which	the	interested	stakeholders	can	easily	
use	 them	 to	 review	 their	 performance.	 Also,	 the	 option	 of	 filtering	 gives	 the	
opportunity	to	the	BUs	to	understand	where	there	are	gaps	in	the	process	in	order	
to	 improve	 them.	 Additionally,	 for	 the	 top	 line	 managers	 there	 is	 a	 monthly	
evolution	in	order	to	have	an	overview	of	the	performance	and	the	weaknesses.	

Figure	5.1:	Table	with	the	New	KPIs	(Zamorano	de	Blas,	2019)	
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The	presented	dashboard	gives	 information	 like	 the	supply	planners	 ranking	based	
on	the	highest	value	of	the	stock	past	T-BBE,	as	well	as,	the	BUs	ranking	by	the	same	
value.	Additionally,	there	is	a	division	per	food	category	which	provides	an	insight	on	
the	portfolio	complexity.		
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All	the	charts	include	also	very	useful	information	for	the	loss	prevention	team	which	
is	the	root	causes	behind	the	stock	that	has	already	past	T-BBE.	This	is	significant	for	
the	 team	 in	 order	 to	 create	 correct	 and	 efficient	 preventive	 actions	 which	 is	 the	
purpose	of	 this	 thesis.	With	 this	 information	disclosure,	 it	 can	be	 identified	where	
the	 company	 should	 focus	 in	order	 to	 eliminate	 losses	before	 the	productions	 are	
generated.	 Based	 on	 the	 Root	 Cause	 Analysis	 (RCA)	 that	 developed	 on	 the	 stock	
passed	T-BBE	 so	 far,	 this	 thesis	was	 created	and	 focuses	on	 the	excess	production	
and	on	the	MOQ	Flexibility	which	is	one	of	the	root	causes	of	the	excess	production.	
	
The	primary	 analysis	was	 between	 the	overforecasting	 and	 the	 excess	 production.	
Based	on	2018	commercial	losses,	the	losses	due	to	overforecasting	consist	the	60%-
70%.	 On	 the	 presented	 dashboard	 there	 are	 data	 for	 the	 2019	 year	 to	 date.	 The	
percentages	are	61%	due	to	overforecasting	and	39%	due	to	excess	production.	
	
A	 secondary	 analysis	 took	 place	 in	 order	 to	 identify	 the	 root	 causes	 behind	 the	
percentage	 of	 excess	 production.	 This	 is	 the	 area	where	 the	 loss	 prevention	 team	
can	act	and	make	improvements.	So,	as	the	figure	5.3	shows,	the	biggest	part	is	due	
to	supply	planners’	errors	which	is	34%	plus	18%	(52%	in	total)	production	without	
SF,	which	is	also	is	a	supply	planner’s	error,	since	it	is	not	allowed	to	plan	production	
before	demand	planner	publishes	 the	 forecast	 in	 the	system.	This	 is	 related	to	 the	
preventive	actions	of	excess	production	report	which	will	be	analyzed	below.	
	
Another	root	cause	is	the	high	MOQ	of	some	SKUs	which	consistently	contribute	to	
SCL	 and	 this	 cause	 was	 the	 main	 reason	 of	 the	 current	 developed	 thesis;	 the	
standardization	of	the	MOQ	Flexibility	process.	
	
All	 the	 drivers	 which	 are	 related	 to	 the	 excess	 production	 percentage	 have	 been	
described	in	the	previous	chapter.	
	

 
	

Figure	5.3:	Root	Cause	Analysis	(RCA)	
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Wrong	stock	Deployment	
	
The	 other	 corrective	 action	 that	 loss	 prevention	 team	 can	 be	 involved	 in	 is	 the	
visibility	provided	 to	 the	 stakeholders	 for	 the	 stock	deployment.	 The	need	 for	 this	
information	about	the	wrongly	 located	stock	 is	vital,	since	the	demand	planners	of	
each	BU	consider	only	the	stock	which	there	is	only	in	the	BU’s	warehouse	in	order	
to	 clear	 it.	 If	 the	 stock	 is	 blocked	 to	 the	wrong	warehouse,	 then	 the	 stock	 is	 not	
considered	in	order	to	go	into	the	liquidation/	donation	process.		
	
Through	 the	 report	 that	 loss	 prevention	 team	 created,	 presents	 the	 stock	 were	
wrongly	 allocated	 per	warehouse,	 as	well	 as,	 a	 detailed	 list	 per	 SKU	which	 shows	
which	 movement	 should	 be	 done	 between	 the	 two	 warehouses.	 There	 is	 other	
information	for	 the	 interested	stakeholders,	 too,	which	will	not	be	analyzed	 in	 this	
thesis.	
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5.2	Loss	prevention	team:	Preventive	actions	
	
These	are	 the	actions	 that	 the	company	does	before	 the	productions	happened	 in	
order	to	prevent	the	excess	stock.	In	this	stage	is	significant	to	look	into	the	drivers	
of	excess	production,	before	 the	productions	are	actually	generated.	These	drivers	
are	the	followings:	
	

• Overforecasting	
• Excess	production	
• High	MOQ	
• Production	cycle	more	than	4	weeks	
• Short	Shelf	Life/	Trade	Shelf	Life	
• Safety	stock	more	than	3	weeks	

	
Some	of	the	activities	in	the	company	happen	centrally	by	the	HUB	team	and	some	
of	 them	 are	 occurred	 by	 each	 BU	 separately.	 Thus,	 the	 drivers	 like	 the	
overforecasting	and	Shelf/Trade	Shelf	 Life	 is	not	 the	main	 focus	of	 loss	prevention	
team.	The	demand	is	forecasted	by	the	demand	planners	and	the	supply	chain	HUB	
team	 cannot	 be	 involved	 and	 take	 decisions	 on	 this.	 Even	 though,	 the	 supply	
planning	is	influenced	by	the	forecast,	there	is	not	the	possibility	to	take	actions	on	
this.	The	forecasted	demand	is	updated	by	each	Business	Unit	separately,	while	the	
planning	of	productions	happened	for	the	consolidated	demand	of	the	EMEA.	
	
In	the	same	way,	the	power	of	SC	HUB	team	on	Shelf	Life/	Trade	Shelf	Life	is	limited,	
since	are	parameters	that	are	determined	by	R&D	and	by	quality	restrictions	or	by	
the	marketing	team	of	each	BU	as	far	as	the	limits	of	Trade	Shelf	Life	is	concerned.	
Thus,	 the	only	possibility	 to	extend	the	trade	window	is	up	to	each	BU.	The	better	
they	 negotiate	 with	 the	 customers;	 the	 more	 time	 the	 company	 has	 to	 sell	 its	
products.	
	
The	 drivers	 that	 HUB	 can	 analyze	 and	 improve	 are	 Excess	 production,	 High	MOQ,	
Production	cycle	and	Safety	Stock.	In	this	project,	the	focus	will	be	on	the	reduction	
of	 excess	 production	 and	 on	 the	 MOQ	 flexibility	 as	 referred	 previously.	 By	 the	
preventive	 actions,	 company	 forecasts	 the	 potential	 risk	 of	 contributing	 to	 supply	
chain	 losses	based	on	 the	productions	planned.	Additionally,	preventive	actions	go	
into	the	root	causes	of	the	excess	production	and	targets	to	tackle	the	problem	from	
the	root	before	even	the	excess	productions	are	planned.	High	MOQ	is	one	of	 this	
causes	and	this	is	the	area	that	this	project	is	focusing	on.	
	
5.2.1	Excess	Production	
	
The	current	excess	production	review	will	be	described	as	well	as	the	improvements	
made	 in	 this	 process.	 The	 purpose	 of	 this	 process	 is	 to	 avoid	 future	 SC	 losses	 by	
preventing	the	unnecessary	productions.	By	excess	production	review,	the	company	
identifies	the	potential	supply	chain	losses	which	means	that	all	the	risk	noticed	by	
this	process	 is	not	 the	actual	 losses	 that	 the	company	will	have	at	 the	end.	This	 is	
something	 that	 should	 be	 taken	 into	 consideration	 before	 the	 analysis	 of	 the	
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process.	 The	 demand	 can	 be	 increase	 or	 decrease	 and	 hence,	 the	 on-hand	 stock	
changes.	The	risk	is	just	an	estimation.	This	risk	is	based	on	the	production	planned	
and	on	the	uploaded	forecast	in	the	system.	
	
The	way	to	identify	if	the	productions	will	probably	contribute	to	supply	chain	losses	
is	to	consider	the	daily	sales	average,	the	production	planned,	the	trade	window	per	
SKU	and	the	on-hand	stock.	Once,	all	 these	 information	 is	known,	the	excess	stock	
can	be	calculated.	It	is	considered	as	the	difference	between	the	projected	on-hand	
stock	and	the	sales	during	operational	T-BBE.	

	
	
When	a	new	production	happens,	 it	 is	added	to	the	on-hand	stock	of	 the	previous	
week	 and	 the	 sum	 of	 them	 is	 compared	 to	 the	 sales	 that	 company	 can	 achieve	
during	 the	 trade	 window	 of	 the	 SKU,	 based	 on	 the	 published	 demand.	 If	 the	
expected	 sales	 are	 less	 than	 the	 projected	 stock	 (on-hand	 stock	 +	 production),	 it	
means	that	the	rest	of	the	amount	will	pass	T-BBE	and	it	will	go	into	the	liquidation	
process.	If	the	sales	are	more	or	equal	to	the	projected	stock,	then	this	production	is	
necessary	to	happen	in	order	to	fulfill	the	demand	of	the	customers.	
	
There	are	four	main	classifications	for	the	creation	of	excess	stock.	
	

1. Production	planned	without	sales	forecast	
	
The	supply	planners	should	plan	based	on	the	published	forecast	in	the	JDA	system.	
The	demand	planners	are	responsible	to	update	in	time	the	forecast	in	the	system.	
Sometimes	it	happens	the	supply	planners	to	plan	a	production	based	on	an	informal	
communication	 with	 the	 demand	 planners,	 for	 example,	 via	 email	 (email	 is	
considered	 informal	 for	 this	process),	phone,	orally	etc.	 If	 the	demand	planners	do	
not	update	 the	 forecast	 for	 the	next	13	weeks	and	there	 is	a	production,	 then	the	
report	will	flag	this	production	as	an	excess	production.	
	

2. Wrong	T-BBE	in	the	system	
	
Sometimes	it	happens	that	the	data	in	the	system	are	wrongly	updated.	Thus,	if	the	
operational	trade	window	is	less	than	zero	days	the	report	flags	it	as	a	risk	for	losses.	
	

3. MOQ	issue	
	
The	report	 is	characterizing	as	MOQ	issue	the	excess	production	that	 is	due	to	the	
fact	that	the	MOQ	of	the	SKU	is	not	compliant	with	the	company’s	policy.	The	policy	
touches	 two	 kinds	 of	 SKUs.	 Policy	 is	 a	 confidential	 information	 that	 cannot	 be	
provided.	The	MOQ	of	these	SKUs	should	be	reviewed	and	through	this	thesis,	a	new	
improved	process	for	this	situations,	has	been	developed.	
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4. Supply	planning	issues	
	
If	 the	 reason	 of	 excess	 production	 is	 not	 classified	 into	 the	mentioned	 categories,	
then	the	report	considers	the	excess	production	as	a	supply	planning	issue.	
	
Process	of	Excess	production	review	before	the	improvements	
	
The	process	of	excess	production	review	is	standardized	and	it	is	a	weekly	process.	
	

• Every	Monday	 the	 report	 that	 identifies	 the	 excess	 productions	 is	 created.	
The	report	shared	with	the	interested	stakeholders.	

• The	 supply	 planners	 are	 responsible	 to	 go	 through	 the	 file	 and	 to	 review,	
reassess	 and	 fix	 all	 the	 productions	 that	 the	 file	 flagged	 as	 excess	
productions.	The	supply	planners	need	to	filter	their	names	in	the	list	in	order	
to	 find	 which	 SKUs	 are	 assigned	 to	 them.	 Then	 they	 have	 to	 remove	 the	
unnecessary	productions,	if	it	is	possible,	and	to	provide	the	reason	why	they	
were	initially	planned	them.	There	 is	a	down-dropped	list	 in	which	they	can	
select	the	appropriate	reason	and	automatically	the	file	will	provide	them	the	
respective	 action	 they	 need	 to	 take.	 Sometimes	 supply	 planners	 need	 the	
cooperation	 with	 other	 stakeholders	 like	 demand	 planners,	 S&OP	 team	 or	
manufacturing	 team.	 For	 example,	 if	 the	MOQ	 is	 the	 reason	 for	 the	excess	
production,	they	need	to	contact	either	directly	with	the	factories	to	ask	if	it	
possible	to	reduce	the	MOQ	or	with	the	S&OP	team	in	order	to	check	if	this	
SKU	has	already	been	discussed	for	MOQ	reduction	or	delisting.	

• The	S&OP	team	used	to	contact	daily	with	the	supply	planners	and	to	discuss	
on	the	top	SKUs	of	each	planner.		

• The	 supply	 planners	 also	 contact	 daily	 with	 the	 supply	 specialists	 or	 leads	
which	 are	more	 experienced	 and	 they	 can	 advise	 them	 and	 guide	 them	 to	
take	 the	 right	 decisions	 and	 actions.	 Also,	 they	 educate	 them	 on	 the	 JDA	
system	which	has	a	lot	of	possibilities.	The	better	they	work	with	the	system	
the	less	review	work	needs	to	do.	

• At	the	end	of	each	month	the	supply	planners	evaluated	by	S&OP	with	score.	
There	is	an	award	for	the	best	supply	planner.	The	total	score	is	based	also	on	
other	KPIs.	
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5.2.1.1	Improvements	on	the	Excess	production	review	approach	and	process	
	
In	 the	 previous	 section	 has	 been	 described	 how	 the	 file	 works	 and	 how	 the	
stakeholders	 can	 use	 the	 file	 in	 order	 to	 prevent	 the	 excess	 productions	 and	 to	
reduce	 the	 risk	 of	 supply	 chain	 losses.	 In	 this	 part,	 it	 will	 be	 presented	 the	 weak	
points	of	the	process	and	how	they	will	be	improved.	Not	only	the	way	of	the	action	
prioritization	changed	but	also	the	weekly	routines.	
	
As	 it	 is	 mentioned	 already,	 the	 report	 flags	 potential	 supply	 chain	 losses	 and	 it	
provides	 an	 estimation	 of	 what	 the	 company	 could	 lose	 if	 the	 sales	 would	 have	
exactly	 matched	 with	 the	 forecast	 and	 if	 nothing	 would	 be	 sold	 after	 the	 stock	
passes	T-BBE.	This	means	that	 if	the	sales	are	more	that	 it	was	forecasted	or	 if	the	
marketing	 achieves	 to	 sell	 the	 stock	 above	 the	 COGs	 once	 it	 passes	 T-BBE,	 the	
company	will	 not	 have	 commercial	 losses.	 Thus,	 it	 is	 very	 challenging	 to	 convince	
somebody	to	work	on	a	file	that	provides	provision	and	not	actual	data.	This	was	the	
biggest	 challenge	 on	 this	 process;	 to	 motivate	 the	 involved	 stakeholders	 to	 be	
engaged	 and	 active	 on	 it.	 This	 was	 a	 reason	 of	 the	 daily	 contact	 with	 them.	
Otherwise,	 if	 they	were	engaged	on	this	 they	could	use	the	 file	by	themselves	and	
take	actions	without	S&OP	involvement.	Actually,	this	is	the	long	term	target	of	the	
S&OP	team.	To	provide	data	and	guidelines	to	the	interested	stakeholders	 in	order	
to	take	the	respective	actions	and	minimize	the	supply	chain	losses.	

Table	5.1:	Reasons	of	excess	production	and	actions	(Zamorano	de	Blast,	2019)	
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Another	challenge	that	discourages	the	supply	planner’s	engagement	is	that	some	of	
the	excess	production	highlighted	by	the	report	with	high	value	of	risk	was	because	
of	some	parameters	which	were	wrongly	set	 in	 JDA.	The	supply	planners	manually	
correct	them	every	week.	This	means	that	some	of	the	big	highlighted	risk	was	not	
actual	risk.	Thus,	some	of	the	 improvement	should	take	place	 in	this	approach	and	
process	and	this	is	one	of	the	part	of	this	thesis.	
	
First	of	all,	the	improvements	concern	both	the	better	evaluation	of	the	report	data	
and	the	increase	of	the	process	efficiency.	Excess	production	review	is	a	process	that	
owns	 to	 S&OP	 team,	 but	 is	 directly	 depends	 on	 others’	 actions.	 Thus,	motivation,	
engagement	 and	 sometimes	 escalation	 are	 key	 words	 to	 make	 this	 project	 work.	
First	 thing	 that	 the	 team	wanted	 to	 focus	 on	 is	 the	 identification	 of	 the	 real	 risk.	
Thus,	somehow	it	should	change	the	way	of	ranking	the	risk	values	and	prioritize	the	
excess	productions	that	actually	contribute	to	supply	chain	losses.	The	first	thought	
was	to	review	which	of	 the	flagged	SKU	had	actual	supply	chain	 losses	 in	the	past.	
This	 was	 a	 sign	 that	 every	 time	 the	 company	 produces	 this	 SKU,	 contributes	 to	
commercial	 losses.	 Then,	 it	 came	up	 the	 thought	 to	 also	distinguish	 the	 SKUs	 that	
past	just	the	T-BBE	from	the	ones	that	past	also	the	BBE	and	should	be	written-off.	
Thus,	 the	team	starts	to	 focuses	especially	on	the	SKUs	that	not	only	were	passing	
every	time	the	T-BBE	but	also	were	difficult	to	be	liquidated.	Hence,	the	factor	of	the	
likelihood	was	integrated.	
	
	

Is	the	SKU	passed	T-BBE	
year	to	date?	

Is	the	SKU	passed	BBE	
year	to	date?	

Likelihood	factor	

No	 No	 10%	
Yes	 No	 50%	
No	 Yes	 75%	
Yes	 Yes	 100%	

NPDs	 100%	
	
In	the	above	table	the	key	 indicators	are	presented.	The	calculated	value	of	excess	
production	 is	 multiplied	 with	 the	 likelihood	 in	 order	 to	 provide	 more	 realistic	
ranking.	 The	most	 excess	 production	 possible	 to	 happen	 is	 the	 ones	 that	 concern	
SKUs	that	have	stock	which	passed	T-BBE	and	BBE	 in	the	past	and	the	 likelihood	 is	
100%.	 Also	 besides	 these	 two	 KPIs	 which	 determine	 the	 likelihood,	 all	 the	 new	
products	(NPDs)	have	100%	of	likelihood,	since	the	company	does	not	know	how	the	
market	 will	 respond	 to	 these	 new	 products	 and	 the	 accuracy	 of	 the	 forecasted	
demand	is	low.	
	
This	new	approach	was	presented	to	the	related	stakeholders.	The	supply	planners	
and	 the	 demand	 planners	 were	 educated	 in	 order	 to	 use	 the	 file	 correctly.	 A	
descriptive	email	also	sent	to	all	the	stakeholders	that	use	the	data	of	the	file.	One	
thing	that	should	be	noticed	is	that	the	value	of	the	risk	with	this	approach	is	not	the	
actual	risk	but	just	a	number	to	rank	the	importance	of	solving	the	top	listed	issues.	

Table	5.2:	Likelihood	factor	per	scenario	
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Now,	the	data	starts	to	make	more	sense	for	the	supply	planners	and	the	motivation	
level	should	start	to	increase.	
	
Additionally,	except	from	the	data	validation,	it	was	decided	that	the	process	should	
be	changed.	It	was	flagged	that	loss	prevention	team	was	spending	a	lot	of	its	time	
to	chase	the	supply	planners	and	try	to	motivate	them.	Thus,	these	weekly	meetings	
with	 approximately	 20	 supply	 planners	 was	 decided	 to	 stop.	 The	 supply	 planners	
should	 use	 this	 report	 as	 a	 tool	 to	 improve	 their	 performance	 as	 well	 as	 the	
performance	of	the	company.	So,	S&OP	team	educates	them	to	use	the	file	correctly	
and	it	set	a	representor	of	the	supply	planners	which	was	the	responsible.	Once	the	
report	is	published,	the	supply	planners	should	immediate	fix	the	top	20	SKUs	of	the	
list.	An	approach	of	immediate	escalation	was	followed	if	the	top	20	SKUs	in	the	list	
were	not	fixed	according	to	the	weekly	deadlines.	
	
The	new	process	was	like	it	follows:	
	
Monday:		

• Report	creation	and	publishing	
• Extraction	 of	 specific	 report	 for	 top	 20	 SKUs	 from	 JDA	 that	 helps	 supply	

planners	to	exam	the	situation	for	each	SKU	
	

Wednesday:		
Escalation	to	supply	specialists	
Discuss	with	supply	specialists	the	urgent	topics	
	
Thursday:	
Escalation	to	Head	of	Supply	Chain	HUB	
	
Friday:	

• Meeting	 with	 supply	 specialists/leads	 and	 supply	 planners	 leaded	 by	 loss	
prevention	team	

• Discuss	also	cases	that	supply	planners	could	not	handle	without	help	
• Fixing	all	the	issues	that	had	not	been	fixed	so	far	

	
All	the	data	and	the	evolution	are	summarized	in	the	dashboards	(Figure	5.5)	below.	
These	dashboards	provide	an	overview	of	the	excess	productions	in	the	next	30	and	
60	days.	This	was	a	part	of	the	report,	but	recently	the	factor	of	the	likelihood	was	
added.	Dashboards	 help	 the	 stakeholders	 to	 focus	 on	 the	 important	 points	 of	 the	
report	and	the	top	line	managers	to	understand	the	overall	evolution.	Four	are	the	
areas	the	stakeholders	should	work	on.	
	

1. In	 the	 first	 area	 all	 the	 interested	 stakeholders	 are	 able	 to	 filter	 on	 their	
names,	 the	 reason	 code	 and	 other	 information	 provided	 in	 order	 to	 work	
more	efficiently.	By	one	click	the	supply	planners	can	find	all	the	SKUs	of	their	
portfolio	that	have	excess	production	planned	and	also	easily	divided	by	the	
reason	code.	
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2. Then,	there	are	four	charts	that	can	help	to	track	the	process	and	to	have	a	
clear	overview	of	the	situation.	
• The	 fist	 chart	 shows	 the	 value	of	 supply	 chain	 losses	 that	 the	 company	

will	potentially	have	by	every	week.	Also	the	reason	is	presented.	
• The	second	chart	is	split	the	risk	by	BU.	The	reason	of	excess	production	is	

included	to	this	chart,	too.	
• The	third	chart	was	recently	added	in	order	to	provide	the	information	of	

the	 value	 of	 the	 stock	 will	 pass	 T-BBE	 because	 of	 the	 high	 MOQ.	 It	 is	
divided	by	the	kind	of	sites	(internal,	external,	repack).	It	is	a	chart	that	is	
related	 to	 the	 second	 half	 of	 this	 thesis	 which	 is	 the	 process	 for	MOQ	
Flexibility.	

• The	last	chart	shows	the	weekly	evolution	of	the	risk.	The	file	is	updated	
with	the	new	data	every	week.	
	

3. In	this	area	the	Supply	planners	are	ranked	by	the	highest	value	of	the	risk	to	
the	lowest	one.	With	this	information	provided	the	supply	leads	can	identify	
which	portfolio	 is	more	 complicated	and	which	 supply	planner	needs	more	
support	in	order	to	reduce	the	supply	chain	losses.	
	

4. This	table	ranks	all	the	SKUs	considering	the	value	of	the	stock	will	potentially	
pass	 T-BBE	 and	 the	 factor	 of	 the	 likelihood.	 In	 this	 table	 the	 stakeholders	
have	 the	 possibility	 to	 filter	 the	 SKUs	 by	 the	market,	 the	 sites,	 the	 supply	
planners’	names	and	the	reason	code;	always	ranked	by	the	highest	to	lowest	
risk	considering	the	likelihood	factor.	
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The	 implementation	 of	 these	 improvements	 enhances	 the	 process	 from	 two	
perspectives.	First	of	all,	the	time	spent	for	correcting	issues	that	were	not	real	risk.	
Now,	 on	 the	 top	 of	 the	 list	 were	 SKUs	 with	 real	 issues.	 It	 was	 observed	 that	
comparatively	 to	 the	 previous	 approach,	 these	 SKUs	 that	 now	 disclosed	 needed	
more	 time	 to	 be	 fixed	which	was	 a	 sign	 that	 if	 they	would	 not	 be	 fixed,	 they	will	
contribute	to	SCL.	Also	the	focus	area	was	narrowed	and	the	time,	now,	is	consumed	
more	efficiently.	
	
Additionally,	 these	 improvements	 were	 fundamental	 for	 the	 engagement	 of	 the	
supply	planners	to	this	process.	The	current	changes	help	the	supply	planners	to	feel	
more	confident	in	spending	time	on	this	file	and	take	actions	based	on	this.	The	fact	
that	actual	data	were	 integrated	to	the	file	boosts	the	supply	planners	to	trust	the	
report.	 Furthermore,	 the	 risk	 value	 of	 stock	 passing	 the	 T-BBE	were	 closer	 to	 the	
actual	value	passed	T-BBE	from	the	moment	the	likelihood	factor	had	been	added.	
	
The	 last	 think	 that	 this	 file	 provided	 was	 the	 insight	 that	 the	 40%	 of	 the	 excess	
production	was	because	of	MOQ	issue.	This	output	triggered	the	development	of	a	
centralized	and	standardized	process	for	the	MOQ	Flexibility	that	is	the	second	part	
of	this	thesis	and	that	 it	will	be	described	 in	the	following	section.	As	a	part	of	the	
preventive	actions,	the	next	step	after	the	prevention	of	the	excess	production	is	the	
reduction	 of	 the	 MOQ	 when	 this	 is	 needed.	 This	 is	 a	 really	 complicated	 process	
where	a	lot	of	stakeholders	take	place	and	this	is	why	it	is	a	separated	process	that	
runs	in	a	monthly	base.	
	
5.2.3	ΜΟQ	Flexibility	process	
	
As	it	was	discussed	on	the	previous	chapters	the	losses	due	to	excess	production	are	
a	 lot	and	the	target	of	2019	is	to	reduce	the	losses	of	supply	chain	for	the	finished	
goods	to	zero.	This	is	a	really	big	challenge	for	loss	prevention	team	and	the	need	for	
improvements	 is	 mandatory.	 The	 first	 step	 was	 to	 prevent	 in	 a	 weekly	 base	 the	
productions	occur	excess	stock.	But	in	order	to	eliminate	these	kind	of	productions	
from	 the	 first	 place,	 the	 company	 should	 find	 the	 root	 causes	 that	 trigger	 these	
productions.	Thus,	an	RCA	has	been	applied	to	the	stock	that	has	already	passed	T-
BBE	and	as	already	mentioned	one	of	the	biggest	parts	of	the	excess	production	 is	
the	high	MOQ.	
	
This	 is	 something	 that	 cannot	 be	 changed	 from	 one	 day	 to	 the	 other.	 There	 is	 a	
specific	process	that	needs	to	be	followed	by	each	BU	in	order	to	review	the	MOQ	
reduction	possibility	for	the	SKUs	that	have	high	MOQ.	When	an	issue	like	this	used	
to	rise	up	before	this	process	development,	the	supply	planners	used	to	contact	with	
the	respective	factory	that	the	related	SKU	produces	and	to	orally	communicate	and	
ask	for	MOQ	reduction.	A	lot	of	times	there	was	a	gap	in	information	and	there	was	
not	this	input	anywhere.	
	
The	 loss	 prevention	 team	 in	 order	 to	 avoid	 excess	 production	 due	 to	MOQ	 issue	
should	start	take	over	all	this	process	and	act	on	this.	Until	the	current	thesis	there	
was	not	any	centralized	process	for	MOQ	Flexibility.	Each	BU	and	factory	had	its	own	



55	
	

process	which	is	something	wrong	and	also	inefficient;	wrong	because	the	demand	is	
published	 per	 BU	 and	 each	 factory	 produces	 per	 SKU	 code.	 Somehow	 this	
information	 needs	 to	 be	 consolidated	 and	 communicated	 by	 taking	 into	
consideration	 more	 parameters.	 And	 secondly,	 inefficient	 because	 the	 same	
information	 should	 have	 been	 communicated	 over	 and	 over	 again	 to	 different	
stakeholders,	since	this	information	was	not	in	a	common	data	base.	
	
Hence,	the	present	thesis	was	necessary	for	the	centralization	and	standardization	of	
a	process	that	all	the	stakeholders	for	all	the	BUs	could	be	involved	in	MOQ	review	
process.	
	
In	 this	 chapter	 all	 the	projects	will	 be	 developed	 and	explained.	 The	 first	 part	will	
focus	on	the	calculation	and	on	the	parameters	were	taken	into	consideration.	The	
second	 part	 will	 focus	 more	 on	 the	 process	 standardization	 which	 includes	 the	
interested	stakeholders,	as	well	as,	their	actions	on	this,	the	process	flowchart	and	
challenges.	
	
5.2.3.1	Calculations	to	identify	SKUs	with	high	MOQ			
	
The	first	step	of	this	process	is	to	identify	the	SKUs	that	have	a	real	MOQ	issue.	So,	it	
should	be	taken	into	account	a	lot	of	parameters	that	should	be	integrated.	First	of	
all,	 the	mathematical	 equation	 was	 needed	 to	 be	 formulated	 in	 order	 to	 identify	
which	 SKUs	 have	 probably	 MOQ	 issue	 and	 then	 to	 reduce	 the	 errors	 and	 the	
deviations.	Once	the	equation	was	found	the	necessary	data	should	be	found	in	the	
system.	
	
The	process	and	the	tool	were	developed	 in	an	excel	 file.	Thus,	all	 the	SKUs	of	the	
KHC	 that	 had	 forecast	 on	 them,	 were	 listed	 and	 the	 related	 Master	 data	 were	
extracted,	too.	The	two	key	data	that	were	necessary	in	order	to	identify	if	the	SKUs	
had	 an	 MOQ	 issue	 are	 the	 published	 forecast	 and	 the	 MOQ	 per	 SKU.	 The	 main	
concept	 that	 the	equation	 is	based	on	 is	 to	compare	 for	each	SKU	 if	 the	published	
forecast	during	the	operational	T-BBE	is	more	than	the	MOQ.	If	the	quantity	that	the	
company	can	 sell	during	T-BBE	 is	 less	 than	MOQ,	 then	 the	SKU	 is	 characterized	as	
SKU	with	high	MOQ.	
	
In	the	figure	5.6	below	is	presented	all	the	information	needed	in	order	to	identify	if	
an	SKU	has	problem.	Also,	 it	 includes	all	 the	 inputs	needed	 from	the	stakeholders.	
The	detailed	calculations	will	not	be	provided,	since	the	model	consists	confidential	
parts.		
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5.2.3.2	Process	of	MOQ	Flexibility	
	
Once	 the	 issues	 are	 identified,	 the	 loss	 prevention	 team	 needed	 to	 create	 a	
flowchart	of	the	process	that	the	company	should	follow	in	order	to	tackle	the	MOQ	
issues.	The	flowchart	should	include	not	only	the	steps	it	should	be	followed	but	also	
the	stakeholders	that	should	be	involved	and	the	responsibilities	should	be	assigned	
on	them.	
	
In	 the	 following	 figure	5.7	 is	 the	 flowchart	 that	was	created	based	on	 the	process.	
The	company	had	never	a	standardized	process	for	these	issues	for	EMEA.	Thus,	the	
policy	and	 the	duties	of	each	stakeholder,	 should	be	studied	 from	the	playbook	of	
the	company	 in	order	 to	understand	to	 responsibilities	and	the	power	of	 them.	As	
the	 flowchart	 indicates,	 the	 first	 step	 is	 to	 list	 all	 the	 SKUs	 that	 have	 forecast	
published	and	then	to	 identify	those	with	the	 issues.	This	step	 is	assigned	to	S&OP	
team	which	loss	prevention	team	belongs.	Then,	this	 list	should	address	to	the	site	
managers/	 schedulers	 if	 the	 SKUs	 produce	 to	 internal	 factories	 or	 to	 the	
procurement	if	they	produce	to	external	factories.	
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As	in	Figure	5.7	presents,	4453	SKUs	have	been	examined	and	336	SKUs	out	of	them	
have	high	MOQ.	As	a	first	step,	the	factories	should	give	the	answer	 if	 the	MOQ	is	
possible	to	be	reduced	from	technical	perspective.	The	answers	should	be	one	of	the	
followings:	
	

MOQ	 reduction	
possibility	

Actions	

Yes	 Please	provide	the	new	MOQ	
Yes,	but	with	cost	 SC	Hub	finance	will	calculate	the	cost	impact	
Yes,	 by	 combining	
multiple	SKUs	

Please	 provide	 the	 SKUs	 that	 should	 be	 combined	
(comments	area)	

Yes,	but	R&P	driven	 Please	 provide	 the	 R&P	 number	 and	 the	 reduced	 R&P	
MOQ	required	(comments	area)	

No	 Please	provide	the	reason	for	not	reducing	MOQ	
• Yield	outside	tolerance	limit	
• R&P	MOQ	is	driving	high	FG	MOQ	
• WIP	or	Recipe	MOQ	is	driving	high	FG	MOQ	
• Technical	constraint	of	the	production	line	
• Less	than	1	or	half	shift	not	possible	

	
Based	 on	 the	 answers	 provided	 the	 SKUs	 were	 split	 and	 sent	 to	 different	
stakeholders.	 First	of	 all,	 if	 the	answer	 from	 the	 factories	was	 “Yes”,	which	means	
yes,	it	can	be	reduced	without	any	extra	cost,	then	these	SKUs	were	assigned	to	the	
supply	planners	and	they	need	to	update	the	new	reduced	MOQ	to	the	system.	As	
well	 as,	 if	 the	 answer	 was	 “yes,	 by	 combining	 multiple	 SKUs”,	 then	 the	 supply	
planner	should	update	the	respective	settings	and	the	reduced	MOQ	in	the	system.	
	
On	the	other	hand,	if	the	answer	was	“No,	it	cannot	be	reduced”,	with	a	reason	why	
provided,	then	the	SKUs	go	into	the	range	review,	where	the	BUs	should	review	the	
SKUs	 for	 delisting.	 The	 responsible	 person	 in	 this	 stage	who	 needs	 to	 provide	 the	
inputs	and	take	actions	is	the	demand	planner	of	each	SKU	and	BU.	Their	actions	will	
be	described	in	the	stakeholders’	description	in	the	following	section.	If	the	answer	
of	 the	 factories	 was	 “yes,	 but	 with	 extra	 cost”,	 then	 the	 supply	 chain	 finance	 or	
procurement	 team,	 if	 is	 about	 external	 factories,	 should	 provide	 the	 extra	 cost	
needed	 to	be	paid	by	 the	BUs.	Having	 the	extra	 cost	provided,	 S&OP	 team	should	
evaluate	 if	 the	option	of	paying	extra	cost	would	have	positive	or	negative	EBITDA	
impact	 for	 the	 company.	 If	 the	 impact	 is	 positive,	 then	 these	 SKUs	 go	 for	 BU	CFO	
approval	of	the	extra	cost	and	once	the	approval	is	given,	the	supply	planners	should	
update	the	reduced	MOQ	to	the	system.	If	the	EBITDA	impact	is	negative,	then	the	
SKUs	go	to	the	range	review	for	delisting	and	the	reason	is	that	“extra	cost>	supply	
chain	 losses”.	 	 The	 last	 possible	 answer	 from	 the	 factories	 can	 be	 “yes,	 but	 R&P	
driven”.	This	means	that	there	is	the	possibility	to	reduce	the	MOQ	of	FG	from	the	
factory’s	 perspective	 but	 firstly,	 the	 procurement	 needs	 to	 negotiate	 with	 the	
suppliers	 to	 reduce	 the	 MOQ	 of	 R&P.	 These	 SKUs	 are	 not	 that	 many	 neither	 as	
quantity	nor	as	value.	Therefore,	the	team	will	not	focus	on	this	level.	

Table	5.3:	Answers	provided	by	the	factories	or	procurement	
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All	of	the	SKUs	that	have	high	MOQ	which	enter	in	the	process	need	to	end	up	either	
with	reduced	MOQ	or	delisted.	The	progress	of	the	process	is	examined	in	a	weekly	
base.	The	MOQ	for	all	SKUs	is	extracted	every	week,	as	well	as,	the	NOD	(Notice	of	
Discontinuation)	 list.	 If	 the	MOQ	 in	 the	 system	 is	 lower	 than	 the	MOQ	 requested	
(requested	 is	 the	MOQ	without	 SCL),	 then	 the	 SKU	 ends	 up	 to	 the	 box	 “reduced”	
(figure	5.7).	 If	an	NOD	is	raised	for	one	of	the	SKU	with	high	MOQ,	then	these	SKU	
ends	up	to	the	delisted	box.	
	
As	 it	 is	 shown	 also	 from	 the	 flowchart	 and	 the	 description	 of	 the	 procedure,	 this	
process	involves	a	lot	of	stakeholders	and	this	is	the	biggest	challenge.	In	order	the	
process	 be	 able	 to	 work,	 needs	 the	 engagement	 and	 the	 inputs	 of	more	 than	 80	
stakeholders.	
	
5.2.3.3	Responsibilities	and	actions	expected	per	Stakeholder	
	
Site	managers/	Schedulers	
	
Site	managers	and	schedulers	are	responsible	to	 investigate	 if	 the	reduction	of	the	
MOQ	 is	 feasible	 to	happen	 from	 factories’	perspective.	The	 list	with	 the	SKUs	 that	
have	high	MOQ	and	the	requested	MOQ	are	distributed	to	each	factory	and	the	site	
manager/	scheduler	should	provide	the	respective	answers.	When	MOQ	cannot	be	
reduced	according	to	them,	then	they	need	also	to	provide	the	reason	why.	If	they	
only	 answer	 is	 “no”	 (table	 5.3)	 without	 an	 assigned	 reason	 (table	 5.3),	 then	 the	
pending	 is	 still	 under	 their	 name.	 Once	 they	 answer,	 the	 responsibilities	 and	 the	
pending	are	transferred	to	the	other	stakeholders,	based	on	their	answer	provided.	
When	the	report	is	created,	a	bi-weekly	meeting	with	all	the	factories	are	scheduled,	
since	 each	 SKU	 is	 unique	 and	 more	 parameters	 should	 be	 considered	 to	 make	 a	
decision.	
	
Supply	Chain	Finance	(SCF)	
	
Supply	Chain	Finance	team	is	responsible	to	provide	the	information	of	the	extra	
cost	that	the	BUs	need	to	pay	when	there	is	the	possibility	of	MOQ	reduction	but	
with	extra	cost.	The	meetings	with	this	team	are	scheduled	ad	hock	when	it	is	
needed.		
		
Procurement	
	
Procurement	 team	 is	 responsible	 for	 all	 the	 activities	 that	 concern	 the	
communication	 between	 the	 external	 factories	 and	 the	 company.	 Thus,	 in	 this	
process	the	procurement	team	needs	to	contact	with	the	co-packers	and	acquire	the	
responses	like	provided	also	by	the	internal	factories,	which	means	that	co-packers	
need	to	response	on	if	the	MOQ	reduction	is	possible	and	if	it	is	not	then,	the	reason	
why.	Another	responsibility	 is	to	provide	the	extra	cost	that	the	BUs	need	to	pay	if	
the	 answer	 is	 “yes,	 but	 with	 extra	 cost”.	 Like	 the	 SCF	 team	 does	 for	 the	 internal	
factories.	Finally,	they	also	need	to	exam	all	these	SKUs	which	have	MOQ	driven	by	
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the	 MOQ	 of	 the	 R&P	 materials.	 They	 need	 to	 investigate	 if	 the	 MOQ	 of	 R&P	
materials	 can	 also	 be	 reduced.	 With	 the	 procurement	 team	 there	 is	 a	 bi-weekly	
meeting,	too,	while	the	answers	are	provided	basically	through	emails.		
	
Demand	planners	
	
Demand	planners	per	BU	are	responsible	to	contact	with	the	marketing	team	and	to	
review	the	possibility	of	delisting	the	SKUs	that	their	MOQ	cannot	be	reduced	from	
factories	 perspective	 and	 they	 contribute	 to	 supply	 chain	 losses.	 The	BU	which	 an	
SKU	is	assigned,	is	determined	based	on	the	market	that	the	sales	are	more.	This	is	
the	 most	 time	 consuming	 stage	 of	 all	 the	 process,	 since,	 the	 interests	 of	 the	
marketing	 team	 are	 totally	 different	 from	 the	 supply	 chain	 losses.	 For	 marketing	
team	all	the	products	increase	the	sales	and	sales	is	its	KPI.	This	is	why	the	demand	
planners	need	to	negotiate	and	to	motivate	the	marketing	team	to	cooperate	and	to	
think	about	the	company’s	wealth	and	not	only	department’s	growth.	
	
Most	 of	 the	 times,	 the	 answer	 they	 give	when	 a	 delisting	 request	 is	 raised	 is	 that	
they	 will	 try	 to	 increase	 the	 sales	 and	 to	 find	 new	 customers	 to	 list	 the	 product.	
Other	times	they	agree	in	delisting	but	they	consider	that	they	need	time	in	order	to	
replace	the	product	with	another	one	in	order	to	not	loose	part	of	the	market	share	
and	 selves	 in	 the	market.	 On	 the	 other	 hand,	 there	 are	 also	 restrictions	 from	 the	
existing	customers.	An	example	is	that	the	customers	sometimes	put	the	terms	that	
if	the	company	deduct	a	product	of	their	contract	they	will	withdraw	all	the	orders	
and	 they	 will	 break	 the	 contract.	 Then,	 the	 company	 should	 consider	 what	 is	
profitable	 for	 it	 and	 make	 a	 decision.	 This	 consideration	 concerns	 the	 top	 level	
stakeholders	like	the	Head	of	the	S&OP.		
	
Fortunately,	 the	demand	planners	have	already	brought	decisions	 for	delisting	and	
NOD’s	have	already	been	raised	 thanks	 to	 this	process.	Additionally,	except	of	 this	
process	of	the	range	review,	they	are	responsible	to	ask	for	BU	CFO	approval	when	
an	extra	cost	should	be	approved	in	order	to	reduce	MOQ.	There	are	scheduled	bi-
weekly	meetings	with	the	demand	planners	of	each	BU,	in	which	all	the	SKUs	which	
are	 in	 the	 range	 review	stage	 (stage	of	delisting	approval)	are	discussed	 in	details.	
Every	case	is	unique	and	every	approach	is	different.	
	
S&OP	team	
	
The	responsibilities	of	this	team	is	first	of	all	to	keep	this	process	active,	to	contact	
and	motivate	the	stakeholders	to	participate	on	this	process	and	to	keep	it	moving-	
bringing	results.	This	is	the	most	important	part	and	this	is	why	loss	prevention	team	
has	every	day	meetings	with	all	 the	 involved	 stakeholders	 (appr.	 80	 stakeholders).		
Then,	all	these	inputs	from	the	stakeholders	provided	need	to	be	integrated	into	the	
model	 developed	 in	 order	 SKUs	 to	 be	 in	 the	 right	 stage,	with	 the	 right	 status	 and	
under	the	right	stakeholder’s	name.	
	
Additionally,	every	week	needs	to	be	examined	the	progress	of	 the	process	and	to	
update	a	separated	evolution	file,	which	is	communicated	in	a	weekly	base	to	all	the	
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stakeholders	and	the	Heads	of	S&OP.	 In	a	monthly	base	all	 the	data	 in	 the	 file	are	
updated,	since	the	forecast	or	other	parameters	could	be	adjusted.	
	
Finally,	 the	 S&OP	 team	 is	 involved	 to	 the	process	 in	order	 to	evaluate	 if	 the	extra	
cost	needs	to	be	paid	for	MOQ	reduction	is	profitable	option	or	not.	
	
Supply	planners	
	
Supply	planners	 need	 to	participate	 in	 the	process	when	 they	need	 to	update	 the	
approved	 reduced	MOQ	 and	 also	 to	 update	 the	 necessary	 settings	 in	 the	 system	
when	more	than	one	SKU	needs	to	be	combined	in	order	to	reduce	the	MOQ.	
	
5.2.3.4	Challenges	
	
As	 it	has	already	been	described,	 the	process	 is	very	dynamic.	All	 the	stakeholders	
should	 be	 engaged	 and	 work	 on	 it.	 Otherwise,	 this	 process	 cannot	 work.	
Stakeholders	 are	 the	 gears	 of	 this	 mechanism.	 This	 is	 the	 first	 challenge	 of	 loss	
prevention	 team;	 to	 keep	 the	 stakeholders	 motivated,	 the	 process	 active	 and	 to	
have	consistency	and	good	understanding	of	each	department	processes.		
	
The	 second	 challenge,	 is	 that	 all	 these	 communications,	 inputs	 from	 the	meetings	
and	 information	 provided	 should	 be	 integrated	 to	 the	model.	 It	 is	 not	 possible	 to	
lose	 the	 inputs	 provided	 every	 time	 and	 to	 discuss	 again	 and	 again	 on	 the	 same	
topics,	 asking	 the	 same	 information.	 Thus,	 there	 is	 a	 static	 database	where	 S&OP	
team	keep	all	the	data	updated	and	the	main	model	triggers	the	information	needed	
in	order	to	proceed	the	process	and	to	move	the	SKUs	dynamically	through	the	flow	
cart	(figure	5.7)		
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6.	Conclusion	
	
In	the	final	chapter	the	conclusion	will	presented	as	well	as	some	recommendations	
for	improvement	that	was	noticed	during	this	thesis.	
	
6.1	Conclusion		
	
Kraft	Heinz	Company	has	a	big	challenge	to	face	in	2019.	Its	target	was	to	reduce	the	
supply	chain	losses	to	zero	for	the	Finished	Goods	(FG)	and	to	XXX	for	R&P.	As	supply	
chain	 losses	 are	 considered	 only	 the	 write	 off,	 while	 as	 commercial	 losses	 all	 the	
losses	 in	 the	 supply	 chain	process	during	 the	 stage	of	 the	 clearance,	which	means	
the	negative	hit	in	the	commercial	budget.	The	need	for	improvements	in	the	supply	
chain	process	was	 imperative	and	 this	 is	why	 loss	prevention	 team	developed	 this	
project.	 Even	 if	 the	 process	 improvement	 projects	 are	 under	 the	 loss	 prevention	
team,	 they	 involve	 the	 participation	 and	 the	 actions	 of	 most	 of	 the	 company’s	
stakeholders.	Thus,	the	interests	and	the	conflicts	between	of	the	departments	are	
the	 biggest	 challenge.	 Generally,	 the	 motivation	 and	 the	 engagement	 of	 the	
stakeholders	is	the	key	of	the	success.	Supply	chain	losses	have	impact	in	most	of	the	
stakeholders	and	business	areas.	
	
Even	if	the	KHC	follows	the	food	waste	hierarchy	that	 is	suggested	in	the	literature	
review,	 the	 results	 in	 the	 supply	 losses	 were	 not	 as	 it	 was	 expected.	 Thus,	
improvements	which	were	developed	by	loss	prevention	team	and	consequently	this	
project	are	made.	Thus,	the	study	of	the	state	of	art	articles	in	supply	chain	topic	was	
necessary	 in	order	 to	 gather	 all	 the	experiences	 and	 the	 knowledge	 that	 currently	
there	are	in	this	kind	of	companies.	In	order	to	provide	an	inclusive	framework,	the	
literature	review	starts	with	a	more	general	information	in	FMCG	companies’	supply	
chain	process	and	finally,	it	focuses	on	food	losses	and	excess	stock	management.	
	
Through	these	studies	and	by	combining	the	structure	and	the	background	of	the	KH	
company,	the	main	purpose	was	to	develop	processes	that	will	eliminate	the	supply	
chain	losses.	The	elimination	could	succeed	either	by	reducing	the	excess	stock	or	by	
improving	 the	 efficiency	 in	 the	 clearance	 phase.	 Reducing	 the	 excess	 stock	 is	
something	 that	 belongs	 to	 the	 preventive	 actions	 and	 the	 improvement	 of	 the	
clearance	 efficiency	 belongs	 to	 the	 corrective	 actions.	 This	 thesis	 developed	 and	
improved	the	preventive	actions	by	creating	a	standardized	central	process	 for	 the	
MOQ	Flexibility	and	by	improving	the	process	for	excess	production	prevention.	
	
The	main	challenges	in	these	actions	were	the	engagement	of	the	stakeholders	and	
keeping	 the	 processes	 moving.	 The	 standardization	 of	 the	 MOQ	 Flexibility	 it	 was	
something	 that	 helped	 the	 company	 on	 the	 D-complexity	 process,	 as	 well	 as,	 the	
decrease	 of	 the	 excess	 production.	 The	 process	 is	 slow	 moving,	 since	 a	 lot	 of	
stakeholders	are	involved	and	should	take	actions	and	make	decisions.		
	
The	process	of	excess	production	prevention	is	a	weekly	routine.	In	this	process	an	
improvement	has	been	made	which	helped	in	the	motivation	of	the	supply	planners	
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to	work	on	it.	To	prevent	productions	that	are	potentially	a	risk,	it	is	something	that	
it	 is	 not	 based	 on	 actual	 data,	 but	 on	 assumptions.	 Thus,	 the	 improvement	 with	
which	 the	 loss	 prevention	 team	 connected	 the	 actual	 data	 of	 the	 stock	 that	 has	
already	passed	the	T-BBE,	was	something	that	convinced	the	supply	planners	that	it	
is	an	actual	risk	and	that	they	need	to	act	on	it.	
	
6.2	Recommendations	
	
Kraft	 Heinz	 company	 focuses	 a	 lot	 on	 supply	 chain	 losses	 reduction	 and	 multiple	
projects	 develop	 based	 on	 the	 company’s	 needs.	 Some	 of	 them	 are	 short	 term	
projects,	some	of	them	are	long	term	and	they	establish	with	the	standardization	of	
routines.		
	
While	the	thesis	was	developing,	it	can	be	realized	that	finally	the	biggest	challenge	
was	not	to	develop	the	models	and	run	the	processes.	The	most	difficult	part	was	to	
earn	the	trust	of	the	stakeholders	and	to	engage	them	in	order	to	work	properly	and	
to	accomplish	their	tasks.	This	is	something	that	does	not	need	technical	skills	but	it	
needs	 the	development	of	 the	 interpersonal	 relationships	between	 the	colleagues.	
Thus,	 one	 of	 the	 suggestions	 to	 the	 company	 would	 be	 to	 start	 focusing	 on	 the	
relationship	built	and	on	team	bond.		
	
Last	 but	 not	 least,	 since	 there	 is	 a	 rotation	on	 the	 supply	 planning	 team	 it	 is	 very	
difficult	to	spread	the	knowledge	on	the	supply	planning	team	and	to	educate	them	
on	 using	 the	 software	 properly.	 It	 is	 a	 challenge	 for	 the	 company.	 Thus,	 another	
recommendation	would	be	to	look	at	the	long	term	horizon	and	to	start	focusing	on	
the	education	of	the	team	through	different	kind	of	trainings	and	sessions.	It	seems	
that	 is	 time	consuming	and	also	an	 investment	that	could	be	 fruitless	 if	 the	supply	
planners	are	not	committed	but	 it	 is	vital	 in	order	 to	 reinforce	 the	smooth	 flow	of	
the	processes,	the	more	beneficial	use	of	the	tools	the	company	provides	and	also	it	
will	save	time	in	the	long	term.	
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