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[bookmark: _Toc216948420]Introduction
Target 10 are currently operating several large warehouses of 200,000 square feet. Stockouts and damage are currently causing 15% of their turnover to be returned as service credits to customers

The purpose of this report is to evaluate the underlying causes of these issues and provide evidence-based resolutions to reduce damage, minimise stockouts for customers to increase customer satisfaction. The first section will provide an insight into approaches that Target 10 could take to reduce the amount of damage experienced by customer products. The second section focuses on reducing the number of stockouts and improving the levels of service provided.
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Layout and storage design can be strategised to minimise damages in the warehouse. Warehouse design theory highlights that “warehouse design improves operational efficiency” (De Koster et al., 2017). This optimization helps minimize touchpoints by reducing handling errors, reducing damage. This principle can be demonstrated through warehouse shape or item location.  For example, using a U-shaped warehouse supports more efficient handling minimizing transport of items in warehouse (Vencru Insights, 2024), therefore reducing damages. It enhances communication and flow of materials; however, congestion arises during peak inbound periods. This would be effective in a large warehouse like Target 10 where management of flows is crucial.

During transport or handling, poorly packaged items are frequently damaged. “Packaging should be able to withstand warehouse damage to prevent stresses” (Yam K.L, 2009) Packaging should protect items physically, chemically and environmentally, maintaining functionality” (GWC editor, 2018). Optimal packaging is essential damage reduction. Parts experience damage through shock when dropped, which can be mitigated through improved cushioning. Improving structural rigidity reduces crushing. This aligns with protective packaging theory which works to reduce shock and compression damage. This solution does have its limitations. However, more protective packaging can increase material costs. This can negatively impact profitability and can cause a burden regarding storage capacity leading to reduced operational efficiency.

Human errors are a significant contributor to warehouse damage. Staff training reduces handling errors and improves operational efficiency.  Reason suggests that even with good intentions lapses due to workload or fatigue cause damage. (Reason, 1990). Training in equipment use, ergonomics helps prevent injuries and damage by reducing chances of slipping or falling therefore reducing damages incurred by staff (Rampelt,2025). High pick rates at target 10 increase handling. Therefore, training in proper handling of items enables efficient handling, reducing damage. However, for the high-pressure warehouse training could reduce productivity as it means staff spend time away from stations for training.
A consistent set of standard operating procedures is essential within a warehouse. Standardised processes are the removal of unnecessary procedures to reduce variation and error (Lundquist, 2025). Standardised processes and well-defined quality checks ensure consistency and accuracy of warehousing procedures, reducing chance of process variations that lead to errors. Clear SOPs will minimise unnecessary touchpoints ensuring the mishandling, compressive damage and shock-related errors are all reduced, which means reduced service credits. Slack discusses the importance of standardized processes and how it helps improve operational consistency (Slack, 2019) picking and packing errors are reduced by 2-3% through the regular update of SOP’s (Saman, 2024). However, under high pressure, SOP’s reduce flexibility which could cause overload.

Successfully implementing lean processes into warehousing will help identify and eliminate damage-related waste. 5S, Root cause analysis and Kaizen are all commonly used in the warehouse to help continuously improve warehouse functionality and ensure operational efficiency is maximised. The principle of lean is to reduce waste (De la Vega-Rodríguez et al.). Applying these principles will reduce unnecessary movement through warehouses which reduces drops and collisions. It will also help reduce variation, leading to fewer packaging/handling errors. This will help in target 10 where there is a large warehouse, meaning more risk of wasted travel so there will be more chance of impacts. However, learning principles take time and training to apply, therefore may remain costly. 

Overall, damages at Target 10 can be mitigated through various solutions such as layout optimisation, training, and packaging. Addressing all types of damages supports that no single strategy will be effective alone. Although each of these have its limitations, benefits compliment the reduction to damages. For the large, high-volume warehouse, implementation of all the strategies will help minimise damages and maximise efficiency.
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“Safety stocks are an additional quantity of items held in inventory to prevent stockout” (Overvest, 2025). “They are essential for reliable product availability” (Foad, 2020). Due to high demand and pressure causing high pick rates in Target 10, a strategic safety stock put in place will help minimize lost sales due to the availability being high. This will then reduce stockouts, meaning backorders and emergency replenishments which could be costly are also reduced. However, safety stocks usually incur financial burden due to holding costs and storage space. Therefore, the buffer needs to be calculated to avoid the excess in costs and inventory incurred. Overall, safety stocks are useful in high pressure environments where demand must be met immediately.

Demand forecasting is “the process of predicting future demand” (Admin Here, 2024). Improving demand forecasting ensures that predictions are more accurate, leading to correct inventory levels, lowering risks of stock outlooks and overstocks. Time series forecasting is a forecasting method based on historical data allowing demand peaks to be predicted (Despot and Arif, 2022). Having high pick rates that cause variable demand, this aids target 10 as replenishment of stock is planned earlier therefore reducing shortages which will enable customer satisfaction to be met. However, focusing on historical data, this will not aid in times of short-term variation where short-term spikes will cause issues. Historical data could include these anomalies in data which could cause inaccuracy leading to over forecasting.

Cycle counting is counting small amounts of warehouse inventory daily, with the intent of counting the entire inventory over time (Bragg, 2025). This helps with the early identification of inventory discrepancies such as missing stock meaning system records can be corrected allowing more accurate forecasts and replenishment planning. “Inventory record inaccuracies can lead to stockouts” (Wijffels et al.) highlighting the importance of strong cycle counting to minimise these issues. Target 10’s large warehouse makes it prone misplaced items. Improvement in cycle counting will help minimise the location errors so when picked stockouts are reduced. However, cycling counting can reduce other operational tasks as it requires trained staff, causing inefficiencies. 

Reorder point is the level in inventory management where inventory needs to be reordered to ensure stock availability (Pureza,2021). Classical inventory theory suggests the constant review of inventory (Elmagraphby, 2021) which will ensure an accurate reorder point is put in place allowing replenishment before inventory reaches zero. Orders will occur before stocks reach, preventing stockouts occur minimising any emergency replenishment and stabilizing inventory. The high pick rates at Target 10 mean that stocks are depleted quickly whereas the larger warehouse makes it difficult to replenish parts quickly.  Reorder point ensures the minimization of these risks playing out.  A data driven reorder point ensures high accuracy and efficiency regarding stock replenishment. However, data anomalies can impact the reorder point reducing overall effectiveness.  This leads to delayed replenishment. Overall, a well-calculated reorder point would be effective at Target 10, reducing stockouts when supported by accurate data.
"Supplier collaboration is a strategy between buyers and suppliers to stabalise supply chains and enhance customer satisfaction” (Editor, 2025). Companies will share forecasts and inventory data to improve planning of workload. This helps deliveries arrive when necessary to ensure stockouts don’t occur. This means stock replenishment occurs faster leading to improved customer satisfaction. High pick rates at Target 10 lead to a rapid depletion of parts. A plan of when parts coming in will reduce chances of stockouts. One strategy that could be used is advanced shipping notifications. This is where shipment dates are notified in advance to align supply chain information (Hand, 2025). This allows companies to plan for and update customers to enable high customer satisfaction. However, this requires high levels of trust due to sharing data and poor suppliers will still cause stockouts.
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This report has evaluated the possible steps to reduce damage and stockouts within target 10 to help improve customer satisfaction. Target 10’s intense and 200000 square feet warehouse increases handling and pick rates cause faster depletion and more frequent damage.
It’s important to consider that 1 solution is not sufficient and implementation of plural strategies is necessary to minimize damage. However, the most important strategy would be inventory forecasting as it integrates lots of previously discussed solutions.
Safety stocks are the best short-term solution as they will act immediately against spikes in demand and lead time uncertainty, preventing losses in sales,
While each strategy has its implications, their combined implementations is well suited to Target 10’s high pressure environment.
Overall, the evaluation highlights a combination of strategies that will significantly reduce damages and stockouts at target 10. Collectively it will help lower service credits and improve customer satisfaction by reaching target 10 in the long term.
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