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[bookmark: _Toc217056454]Introduction
Warehouse operations play a critical role in modern supply chains by integrating people, processes, technology, layout, and inventory policy to meet customer service objectives at minimal total cost. In high volume E-Commerce environments, warehouses act not merely as storage facilities but as service fulfilment engines, where execution failures rapidly translate into customer dissatisfaction and financial penalties (Richards, 2025).
Target 10 operates multiple large scale warehouses (approximately 200,000 square feet each) predominantly serving online businesses with demanding service level expectations. Current performance challenges – including frequent stockouts, unnecessary product damage, delayed replenishment and high volumes of returns – have resulted in service credits consuming approximately 15% of turnover. For a high service E-Commerce operation, this level of customer detriment highlights systemic weaknesses spanning processes design, inventory policy, execution discipline and data visibility (Mangan et al,. 2016: Martin, 2018).
This report evaluates:
· Practical steps Target 10 can take to significantly reduce damage to customer products; and
· Strategies to reduce stockouts while improving overall service levels.
The analysis is grounded in established warehousing and supply chaing management principles and tailored to the operational realities of high-throughput, omni-channel, fulfilment environments.







[bookmark: _Toc217056455]Question 1: What steps can the company take to ensure a significant reduction in damages to customers products?
1.1 [bookmark: _Toc217056456]Root Causes Of Product Damage
Product damage in large scale warehousing typically results from a combination of operational, structural and behavioural factors. Common causes include improper handling and pick/pack errors such as overpacking, under packing and incorrect use of dunnage (Richards, 2025).
Equipment misuse or misfit, including incorrect forklift attachments, worn conveyor systems or poorly calibrated scanners can further exacerbate damage risk by increasing cycle time pressure and handling errors (Richards, 2025). In addition, insufficient inbound quality checks, inconsistent packaging standards and weak outbound quality controls allow damaged goods to pass through the system undetected (Morgan eta al., 2016). Environmental factors such as temperature fluctuations, humidity, dust and static electricity also contribute to damage, particularly for electrical and sensitive goods (Martin, 2018). Sustainable damage reduction requires a structured approach combining diagnostics, operational controls and continuous improvement methods.









1.2 [bookmark: _Toc217056457]Operational Controls and Process Design
[bookmark: _Toc217056458]Standard Operating Procedures (SOPs) and Visual Work Instructions 
Target 10 should implement detailed SOPs covering receiving, put-away, replenishment, picking, packing and dispatch. These SOPs should specify handling rules by product class (e.g. fragile, heavy, liquids and electronics) (Richards, 2025). Visual standards – such as photographic packing guides, approved dunnage configurations and seal checks – should be displayed at work stations to reinforce correct behaviour (Martin, 2018).
[bookmark: _Toc217056459]Inbound Quality and Packing Compliance
Supplier packaging standards should be defined and enforced through inbound audits. These standards should address carton strength, cushioning requirements, barcode placement, orientation and fragility labelling (Mangan et al,., 2016). Non-compliant packaging should be rejected or reworked in a controlled area, with cost recovery or supplier education used to drive compliance. (Richards, 2025).
[bookmark: _Toc217056460]Slotting Optimisation and Storage Design
Fragile and high-value SKUs should be slotted in low impact zones such as eye level locations with minimal travel distance and congestion. Heavy or fragile items should be excluded from top tier storage locations (Richards, 2025). Storage media must align with the product characteristics, using solutions such as carton flow for smaller items and pallet racking with mesh decking for larger goods. (Martin, 2018).
[bookmark: _Toc217056461]Pick and Pack Process Controls
Pack out checklists, weight tolerance checks and void fill standards should be implemented. Automated dimensioning and calibrated scales can verify correct packaging and reduce both under packing and excessive void space (Richards, 2025). Right sized packaging, supported by carton optimisation algorithms reduces movement and compression damage during downstream transport (Martin, 2018).
[bookmark: _Toc217056462]Handling Equipment Standards
Material handling equipment must be matched to load types, such as soft touch clamps for fragile packaging or specialised attachments for non-standard loads. Speed limits, aisle discipline and one way traffic systems should be enforced to reduce Collison risk.




[bookmark: _Toc217056463]1.3 Technology and Data Driven Interventions
Warehouse management systems (WMS) configuration should enforce scan to confirm at every handling point, reducing mis picks and undocumented movements (Richards, 2025). Damage events should be systemically recorded, capturing SKU, location, time, handler and root cause. Pareto analysis can then be used to target the small number of causes responsible for the majority of damage incidents (Mangan et al., 2016).
Pack stations maybe fitted with cameras or IoT sensers to review handling techniques and identify recurring failure modes. Automated dimensioning and packaging technologies further reduce damage risk by improving packaging accuracy and consistency (Martin, 2018)

1.3 [bookmark: _Toc217056464]People, Training and Culture
Damage reduction depends heavily on workforce capability and culture, competency based training should certify employees by equipment type and product class, with regular refresher training (Richards, 2025). Quality circles and employee led improvement initiatives can highlight operational hazards and promote ownership of quality outcomes (Morgan et al., 2016).
Performance metrics must balance pace and quality. Productivity targets should be paired with damage rate thresholds to avoid unsafe speed driven behaviour (Martin, 2018).

1.4 [bookmark: _Toc217056465]Layout, Environmental and Continuous Improvement Controls
Ergonomically designed workstations, appropriate aisle widths and clear separation between pedestrian and MHE traffic reduce mishandling risk (Richards, 2025). Environmental controls should stabilise temperature and humidity and provide dust and electrostatic discharge protection where required (Mangan et al., 2016).
Quality assurance should be supported through defects per thousand units and cost of poor quality metrics. Layered process audits, Gemba walks and PDCA cycles focused on high damage categories ensure improvements are standardised and sustained.




[bookmark: _Toc217056466]Question 2: How can the company reduce stockouts and improve service levels?
[bookmark: _Toc217056467]2.1 The Role Of Inventory and Causes of Stockouts
Inventory serves multiple strategic functions: it buffers demand and supply variability, decouples operational processes and enable customer service performance. However, inventory also ties up capital and introduces risks such as damage, obsolescence and inaccuracy (Mangan et al., 2016).
In target 10’s high velocity E-Commerce environment, stockouts are driven by delayed replenishment, forecast errors, poor inventory accuracy, unrecorded damages and returns, system latency between physical movements and order capture. Reducing stockouts therefore require coordinated improvements across inventory policy, process execution and systems integration.
[bookmark: _Toc217056468]2.2 Inventory Policy and Planning Improvements
Service level targets should be differentiated by SKU class and route, recognising different customer expectations and cost to serve (Mangan et al., 2016). Safety stock should be calculated probabilistically, incorporating both demand and lead time variability, this should also be reviewed regularly to reduce overstock. 
Reorder points and min/max levels must reflect forward pick capacity and SKU velocity. High runners should be re-slotted into larger pick faces to reduce frequent stockouts and replenishment frequency. Dynamic replenishment triggers based on hours of cover are more effective than static quantity thresholds in volatile environments. (Martin, 2018).
[bookmark: _Toc217056469]2.3 Forecasting, Collaboration and Demand sensing
Forecast accuracy can be improved through demand sensing, incorporating short term signals such as promotions, seasonality and online traffic patterns (Mangan et al., 2016). A structured Sales and Operations Planning (S&OP) or Integrated Business Planning (IBP) cadence should align demand, supply and capacity, supported by weekly exception reviews (Richards, 2025).
Vendor collaboration initiatives, including vendor managed inventory or consignment arrangements can further improve responsiveness.



[bookmark: _Toc217056470]2.4 Process Reliability and Inventory Accuracy
Replenishment discipline is critical. Forward pick locations should never fall below a defined hours of cover threshold, with replenishment prioritised over non-critical tasks (Richards, 2025). Waveless or near near-real time picking supports continuous replenishment and reduces empty pick faces (Martin, 2018).
Inventory accuracy should be maintained through daily cycle counts focused on high value and high velocity SKUs. Returns, damages and adjustments must be tightly integrated into inventory workflows to prevent erosion of on-hand accuracy (Mangan et al, 2016).
Order promising should be supported by real time available to promise logic that accounts for on hand, in transit and planned replenishments, avoiding over commitment during constraints.
[bookmark: _Toc217056471]3.5 Systems Integration, Returns and Visibility 
Tight integration between WMS, ERP and management systems is essential to minimise latency and ensure accurate inventory visibility (Richards, 2025). Control tower dashboards can provide real time visibility of inventory, orders and exceptions enabling rapid corrective action.
Given high return volumes, returns should be rapidly triaged with good to stock items fast tracked back into available inventory. Clear refurbishment and repack standards reduce return to available lead time and mitigate stockouts.










[bookmark: _Toc217056472]Conclusion and Recommendations
This analysis demonstrates that warehousing performance is shaped by interdependent factors including layout, process control, technology, workforce capability and inventory policy. Inventory plays a central role in balancing service availability against cost and risk; poorly managed inventory manifests as stockouts, damages and service penalties, while well controlled inventory supports both customer satisfaction and profitability.
Target 10’s current performance – characterised by frequent damages, stockouts and service credits equals to 15% of turnover – indicates structural weaknesses rather than isolated execution failures. A coordinated improvement program across quality control, inventory planning, systems integration and people management is required.
Priority actions over the next 90 days should include: implementing packaging and handling standards, capturing and analysing damage events, recalculating safety stock and replenishment policies, enforcing replenishment SLAs, Strengthening inventory accuracy through cycle counting and returns integration and deploying real time visibility tools. By executing these measures Targe 10 can materially reduce damages, stabilise inventory, lower service credits and improve customer satisfaction in a sustainable manner.
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