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Abstract  
Title: Inventory Optimization through Integration of Marketing and Supply Chain Management  

Level: Final assignment for Master Thesis in Business Administration 

Author: Elham Karimipour Hadadan 

Supervisor: Sarah Philipson 

Examiner: Maria Fregidou Malama 

Date: June 2016 

Purpose: This study aims to find how the integration between marketing and operations can 

improve demand management in order to have efficient inventory level and avoid excess 

inventory. 

Method used: In order to have optimize inventory level and managing demand, integrating 

business process between marketing, supply planning and inventory management team was 

considered in this study. Qualitative data from nine interviews among three direct sales 

cosmetics companies was gathered. 

Findings: Empirical findings address excess inventory is caused by several issue in the 

company as poor management of demand forecasting, wide product portfolio, long lead time, 

the lack of sharing information between the company and its suppliers and ineffective strategy 

to avoid excess inventory within the company. Regarding to improve forecast accuracy and 

manage demand, findings indicate the role of marketing in obtaining knowledge about 

customer insight is not good enough.  

Practical Implication: It is critical that works and plans from each function be integrated to 

optimize inventory. In order to support optimize inventory strategy all pertinent departments 

must continue reviewing meeting with the aim to reach a consensus about the products 

planning for the both side of demand and operation align with overall strategic goals of the 

company.  

Contribution: Empirical data demonstrate the best way for effective implication of demand 

management occurs when marketing can provide demand information in time, as well as 

supply chain management can react flexibly to demand changes in time. Moreover, the lack of 

integration between marketing and supply chain management is a major barrier in optimizing 

inventory. 

Keywords: excess inventory, marketing, supply planner, inventory management, demand 

management, and optimize inventory.  
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Introduction Chapter 
This section provides the reader a general background about the area of research and 

discusses the problem, which to be addressed in this study.   

Research Background 

During the past few decades, increased global competition forces companies to become more 

focused on the development and promotion of new products. The short product life cycles in 

competitive markets forces companies to launch new products more frequently, hence to get 

the inventory and production level right is becoming more vital. As a result, it is critical for 

firms to consider both marketing and production aspects in order to obtain market share and 

demand satisfaction (Negahbana, Yilmazb & Nallb, 2014).  

In the cosmetics industry, innovation is the key to success. Indeed, the cosmetics industry is 

based on consumers’ perceptions of beauty, and consumers play a main role in determining 

the life cycles of the products. There are several life cycle lengths of products in the cosmetics 

industry. Some products such as soaps, facial cleansing, and deodorant have long life cycles, 

while products based on color, for instance lipstick and nail polish, have short life cycles. In 

addition, consumers’ demand and desires change over time; to meet demand and satisfied 

consumers, cosmetics companies are forced to innovate new products and upgrade their 

products (Kumar, Massie & Dumonceaux, 2006). 

In a highly competitive market, how inventory is managed has a direct impact on the ability to 

compete. Too much inventory is often accompanied with an unbalanced portfolio; poor 

customer services, and managers need re-plan and additional time for recovery of this 

situation. In fact, too much inventory has significant effect on capability, performance, and 

utilization of its resource (Relph & Barrar, 2003).  

The diversity of consumers’ preferences is the most important cause of the rise of studies in 

the demand-chain. Firms need to customize their products/services more than in the past to 

meet the unique needs of each market and to compete. Consequently, a sudden increase in the 

types, sizes, shapes, colors, and packages of products introduced every year, have forced 

companies to hold excess inventory. Therefore, customer demand should be at the core of the 

entire flow of products and services, to be able to serve the final demand (Canever, Trijp & 

Beers, 2008).  
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Inventory management is a well-studied area, a search on Amazon.com results in 20,283 

books that are available for purchase, and a search on Google Scholar results in 2.33 million 

documents, which contain the phrase “Inventory Management”. The number of publications 

hints the importance and popularity of this topic. Wal-Mart became the largest retail company 

by applying efficient inventory management and successful supply chain management 

(Bonacich & Wilson, 2005).  

Basically, the mismatch between demand and supply causes excess inventory, which has a 

negative effect on performance. Firms with high growth prospects in intensely competitive 

environments, short product life cycles, and high demand variability, encounter excess 

inventory. Obviously, the avoidance of excess inventory is a critical capability for firms in 

such a situation (Hendricks & Singhal, 2009). 

Problematizing 

Managing excess and obsolete inventory remains a major challenge in most firms. To reduce 

uncertainly in supply and demand, firms build inventory. To anticipate the right demand and 

supply is an important problem for managers in markets characterized by mass customization, 

need quick respond to consumers and short product life cycles. Successful Supply chain 

management requires integrating activities and continuous information flow among entities 

through a both upstream and downstream process in the supply chain. Controlling supplier 

performance, manufacturing processes, and uncertainly in customer demand are critical to 

effective supply chain management (Lambert & Cooper, 2000).  

Traditionally, cosmetics firms have targeted women, but today the reality has slightly 

changed and young females and men are new markets for cosmetics industry. Moreover, 

revolutionary technology has enabled more and more firms to create products regardless of 

sex, age group, and ethnic background in different new smells for perfumes and a wide range 

of colors for nail polish, lipstick, blush, etc. for their consumers (Kumar et al., 2006). 

Cosmetics have been around for thousands of years in many forms of powders, body make 

up, perfume, deodorant, soap, shampoo, and toothpaste. There has been an intense internal 

rivalry in cosmetic industry. There are many existing cosmetics firms, which are competing in 

this market and are a high threat to new entrants. In addition, due to the high level of direct 

contact between cosmetics products and human body, there are a lot of regulations and 

requirements imposed by government, when lunching a new product (Kumar et al., 2006). 
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Customer power is high, because there are a variety of cosmetics products available in the 

market in a wide price rang. All companies are competing to attract consumers’ attention by 

providing the best quality, most fashionable with great price. Accordingly, there are two 

factors that firms should be concerned about: firstly, the price level chosen to position its 

products, and secondly, the firm must be able to determine the uniqueness of its products in 

comparison to competitors’ products (Kumar et al., 2006). 

The differences of final price that consumers pay, includes all costs incurred with the 

production and delivery of products, which depends on supply chain management. The 

companies in the supply chain management can cooperate to improve efficiency and reduce 

costs to achieve a higher margin, and also consumers (Kumar et al., 2006). 

The Marketing strategy can improve high quality products and services for customers. By 

implementing efficient supply chain management and marketing strategies, cosmetic 

companies can improve products performance, innovation packaging, innovation of products, 

and use of technology in producing products. These companies can enhance their ability to 

anticipate the replacement of products, which are not selling well in the market (Kumar et al., 

2006).  

 

To produce and supply a product, managers must find ways to avoid, identify, and eliminate 

surplus inventory. In fact, inventory optimization plays a key role for being successful. 

Inventory management consists of inventory strategy, planning, and execution for gaining 

market share, meeting customer requirements, and reducing costs (Aubert, 2014-12-01).  

In recent decades, in order to maximize sensitivity to customer requests, Just in time (JIT) 

based inventory systems are increasingly recommended instead of production plans based on 

demand forecasts. According to the ex-post approach for optimization inventory, a decision is 

reached based on revealed information and resolved uncertainly demand (Tapiero, 2000).  

The life cycle of products has been shortened by fast changing consumer preferences and the 

rapid rate of innovation. The production and procurement decisions for products need to be 

taken before the products’ introduction and any realized demand (Kurawarwala & Matsuo, 

1996). 

Indeed, Excess inventory are undesirable assets that reduce the opportunity to use valuable 

space in the warehouse for other goods, and is depleting working capital. Surplus inventory 

will accrue because of several reasons: a redesign of product, a change in methods of 
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production, reduction in demand for a product, new technological innovations, forecast errors, 

over-zealous purchasing practices, record keeping errors, or the introduction of new products 

(Toelle & Tersine, 1984). Excess inventory has major effects on short-term costs and long-

term market position (Crandall & Crandall, 2003). 

According to the study of Chen, Frank & Wu (2005), inventories were significantly reduced 

in United States between 1981-2000. Inventory days declined on average by some 2% per 

year. Firms with abnormally high long-term inventory have poor long-term stock market 

performance. Firms with low, but not extremely low inventory have unusually good long-

term stock market performance. However, firms with lowest inventory have only ordinary 

performance.  

Indeed, inventory is not in excess, when it is the right quantity, of the right goods, at the right 

place, at the right time. Management should consider what and how much is in excess and 

decide what to do about it (Crandall & Crandall, 2003).  

A right level of inventory can serve overall company’s health, and it is achievable across 

sophisticated analytical tools and cross-functional decision-making teams through production 

and ordering schedules (Mukharji, Israelit, Faelli, Catfolis, & Tsang, 2011). 

What is direct Selling? 
 
“Direct selling is the sale of a consumer product or service, person-to-person, away from a 

fixed retail location, marketed through independent sales representatives who are sometimes 

also referred to as consultants, distributors or other titles. Direct sellers are not employees of 

the company. They are independent contractors who market and sell the products or services 

of a company in return for a commission on those sales.” (Direct selling Association, 2014-

11-15) 

The characteristics of the direct selling firms are different than most other companies, since 

the direct sellers are members, salespersons and customers. The critical characteristics of the 

direct selling companies are as below: 

• The necessity of trust between company and the direct sellers, as a direct selling 

company does not sell only products, but also sells interpersonal relationships. To 

establish that trust, the company must provide products in of high quality. 

• The reputation of the direct selling company is critical for the direct sellers, in order to 

sell their products and establish their direct sellers group. 
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• The company must provide outstanding service to the direct sellers to ensure their 

satisfaction and motivation.   

 

Any shortage of products impact negatively on the credibility of the direct seller in the 

relation with customers and hence questions the trust between direct seller and the company. 

However, the company will suffer financial risk if it keeps excess inventory (Wei, Sheen, Tai 

& Lee, 2010). 

Problem formulation 

Shortened product life cycles, technological advancement in products and processes, 

globalization of markets, consumerism, and rapidly change in customers’ preference have 

highlighted the importance of integrating operation and marketing (Hausman, Montgomery, 

& Roth, 2002).  

According to above-described situation in the cosmetics industry, it is a critical issue to 

optimize inventory and have the right level of stock in warehouses. It needs a cross-functional 

decision-making process in organizations. The area of my research is the impact of marketing 

and supply chain management integration, in managing the total flow of products in order to 

optimize the inventory in cosmetics companies with a direct selling system. Keep in mind that 

direct selling companies do not want their products to be sold in discount warehouses, such as 

Costco, because that would adversely affect the sales of their sales force members. Indeed, 

investigate the integration of marketing and demand management in order to provide more 

reliable demand information is the gap in this area. This study aims to find how the 

collaboration and integration between marketing and supply chain can improve demand 

management in order to have efficient inventory level and avoid excess inventory.  

Delimitations 

The process of managing demand and setting inventory levels in order to optimize inventory 

includes several dimensions and processes in organizations and there are various participants 

in the product flow that might use demand information. Demand forecasting, supply planning, 

strategic planning, economy, competitors, and customers are the root causes of excess 

inventory. Additionally, there are several ways for the disposal excess inventory, such as 

selling to the third parties, return to supplier, recycle or donate excess inventory. This study 

just focuses on inventory optimization across integration between marketing and supply chain 

management.  
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Theory Chapter 
This chapter starts with reasons for inventory management to demonstrate the role of 

inventory management and inventory optimization in firms. The further theoretical arguments 

of this study will be presented in the sections "supply chain management, marketing in 

demand chain, and the role of them in inventory management”. The last part of the chapter 

discusses demand chain management as a corporation business model between supply chain 

and marketing. 

Inventory Optimization 

Inventory optimization is a strategy of balancing the amount of working capital with service- 

level goals across multiple stock-keeping unities (SKUs) while taking demand and supply in 

account (Rouse, 2014). The success of an organization, which is supplying goods to customer, 

depends on its ability to provide or produce products at an acceptable price and quality at 

correct timescale. Inventory management is an activity, which provides the availability of 

items to the customers (Wild, 2002). In general, inventory is a large business asset, which acts 

as a demand/supply buffer in order to facilitate customer service (Pong & Mitchell, 2012). A 

practical inventory decision includes three basic questions: how much and when to order, and 

how much safety stock to keep for each item in order to satisfy customers and have the most 

efficient amount of stock in warehouse (Benchkovsky, 1964).  

Inventory control is a critical problem for firms, inventory shortage significantly affects 

system productivity, while excess inventory increase the operation cost (Jiangab, Xuanyuana, 

Lib & Li, 2011). Inventory control can lead to cost saving such as storage, security, insurance 

and obsolescence and permits funds free for alternative uses. Moreover, reduction of 

inventory by the convenient demand/supply buffer can improve internal operation (Pong & 

Mitchell, 2012).   

Without inventory management it is difficult to compete in global scale, a desirable product is 

effectiveness if only it be delivered to customer at the right time, in a correct place and with 

sufficient quality. Regarding to, quick production decisions and be robust to uncertainty in the 

business environment, inventory management is important for enterprises. It helps to 

increased revenues, lower cost and better customer satisfaction. In addition, inventory 

management has societal advantage; for instance, minimizing of unsold product quantity 

reduces waste and environmental impact of the production process, in both term of row 

material and energy consumption (Schwartz & Rivera, 2010).  
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Safety stock is an effecting way for managing inventory in order to protect the company 

against uncertainty and variability of product demand and raw material supply (Whybark & 

Williams, 1976). Too much inventory has a significant effect on operations and resource 

utilization. In order to plan more effectively and to control of inventory, managers should deal 

with three conditions (Relph & Barrar, 2003): 

1.  The possibility of having safety stock due to respond to uncertainly demand, 

2.  The replenishment of stock due to have normal cycle stock and to respond to the 

excepted demand,  

3. The probability of too much inventory when there is low demand for product.  

From this view, as a result of poor planning associated with the uncertainty of demand and 

supply in the replenishment of cycle stock, overage inventory should not be dismissed. It is 

efficient for the company to recognize and plan for possibility of overage stock in same way 

as safety stock, in order to enhance business profitability through minimizing the inventory 

investment.   

To reduce imbalance between demand and supply in the supply chain, firms apply various 

methods of inventory management. In an uncertain environment, firms need to have sufficient 

inventory to run production and business properly, and successfully. Inventory levels impacts 

on a firm’s performance. Although, improving performance by reducing inventory does not 

arrive simply. To get optimum inventory levels managers need to use well-known operation 

research techniques. With demand uncertainly, low inventory causes low performance in 

serving customer (Robert & Donhauser, 2012).  

The production lead-time, characteristics of the customers, and the existence and 

characteristics of competing firms, are decisive factors for the firms’ use of inventory. For 

instance, if customers are impatient the best way for reducing the customers waiting time 

when sales are increasing can be holding inventory. Indeed, in delivery-time competition, 

inventory plays a major role (Li, 1992).  

The possibility of sudden drop in demand is a one reason to keep inventories low, the 

products in industries with high rates of technical innovation or the products in markets with 

frequent changes in consumer tastes are obvious examples of this issue. Although, it is not 

enough simply to cut inventories, the availability of many products is essential in competitive 

markets. Thus, it is vital to understand all the relevant economics and marketing factors to 
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manage inventories successfully (Song & Zipkin, 1996). 

Supply chain management 

Supply chain management (SCM), is recently defined by the Council of Supply Chain 

Management Professionals: “Supply Chain Management encompasses the planning and 

management of all activities involved in sourcing and procurement, conversion, and all 

Logistics Management activities. Importantly, it also includes coordination and collaboration 

with channel partners, which can be suppliers, intermediaries, third-party service providers, 

and customers. In essence, Supply Chain Management integrates supply and demand 

management within and across companies.” (Mentzer & Gundlach, 2010:1) 

SCM is a combination of key business process from end users to original suppliers that 

provides services, products, and information that add value for customers and other 

stakeholders. The key business processes in successful supply chain management include; 

customer relationship management, demand management, order fulfillment, customer service 

management, procurement, manufacturing flow management, product development, 

commercialization of products and services, and returns of used or faulty products. The 

successful supply chain closely relates to the structure of activities and processes within and 

between companies and coordinate activities within the key members of the supply chain. The 

successful operation of the integrated supply chain requires a continued flow of information 

and the coordination activities within the firm and across firm and its suppliers in order to 

create the best product flow (Lambert & Cooper, 2000). 

 

Figure 1.Supply chain management: integrating and managing business processes across the 
supply chain, source: (Lambert & Cooper, 2000:67) 
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Helo & Szekely (2005) posited improvement of productivity across the supply chain, in order 

to reducing the total inventory level and cycle time for orders, as typical goals in the supply 

chain. Shortened life cycles, global economy, and competitive forces create turbulent markets 

and additional uncertainty for firms. Supply chain in organizations needs an agile 

responsiveness to the changes in market demand, in terms of both volume and variety. The 

limited predictability of real demand is the major problem in most supply chains, because 

supply chains tend to be forecast-driven, rather than demand-driven. Firms make forecasts 

based on past sales and not based on actual customer requirement, and then convert forecast 

into inventory (Christopher, 2000).  

Supply chain management emphasizes the reduction of inventories though channel-wide 

management of inventory. There are three objectives of implementing SCM (Cooper & 

Ellram, 1993):  

1- SCM reduces inventory investment in the chain;  

2- SCM increases customer service, through increased stock availability and reduced 

order cycle time; 

3- SCM helps the channel to build competitive advantage by creating higher 

customer value  

Bourland, Powell & Pyke (1996) stated optimal inventory is sensitive to the demand 

variability and the service level, which is provided by suppliers, and the degree to which the 

order and production cycle is out of phase. They analyzed the effect of timely demand 

information on inventory decisions. They postulated Electronic Data Interchange as an 

efficient communication tool for both supplier and customer to exchange demand information 

based on sales. Indeed, it can provide more accurate information for both sides. Making 

decisions based on this kind of demand information and communication, will reduce 

inventory level for both supplier and customer.  

Inventory management is a major issue in supply chain management. Alignment of inventory 

management decisions in the supply chain has major effect on inventory management and 

product level in warehouse. Often, there is a conflict between manufactures and suppliers. 

Due to changing in demand and the cost of holding inventories, manufactures require just-in-

time supply in small batches, suppliers, on the other hand, would like manufactures to 

purchase large quantities in stable quantities and with for the supplier flexible delivery. 
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Supply management should consider the suppliers’ service levels and the constraints they 

have in accepting changes in order to help to inventory management to optimize inventory 

levels. The interdependency of supply chain entities is a critical factor behind the supply 

chain management. Efficient and effective supply chain management needs synchronization 

of enterprise and inter-enterprise processes in the supply chain. The available and necessary 

information is another critical factor that improves the decision-making process and helps to 

avoid misalignment of supply chain. Finally, fast changing customer preferences and fast 

innovation, especially in high technology and electronics industries, cause the shortening of 

the life cycle of products. Hence, supply chain management needs to understand the 

interrelationship of products and suppliers in order to provide a flexible supply chain 

configuration (Fu, 2005).  

Fu (2005) identified three dimensions of supply chain inventory dependencies: demand, 

Lead-time, and service. Demand dependency reflects the process of transmission of demand 

requirements from upstream to downstream. Lead-time is the lead-time of this information 

transmission process, which affects response time. The interaction between demand and lead-

time is service dependency. The degree of service dependency is determined by the inventory 

control policy in use. 

Marketing in Demand chain 

From a strategic approach, marketing has traditionally served as the boundary function 

between the firm and its customers, channels, and the competitive environment (Day, 1992). 

By providing information on customer needs, taking decisions about product positioning, and 

feature delivery marketing plays a central role in a firm’s success in developing new products 

(Griffin & Hauser, 1996).  

Min & Mentzer (2000) believe marketing concept, market orientation, relationship marketing, 

and SCM are not separate. As a business philosophy, marketing concept leads firms to seek 

customer satisfaction at a profit in a coordination manner and market orientation is as an 

implementation of marketing concept. In addition, the marketing concept improves firms’ 

coordinated activities, in both in and outside the firms to achieve customer satisfaction at a 

profit. A market orientation obliges firms to create, spread, and response to market 

information. The aim of relationship marketing is to generate better customer value, by 

forming, maintaining, and promoting dyadic or multiple relationships in a supply chain. 

Indeed, the objective of marketing is to create the exchanges by which customer satisfaction 
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is the output. Market orientation has strong effect on the management of a firm, inter-firm 

interactions, and the SCM, by focusing on generating market information, be highly 

responsive to the needs of customers, managing its marketing efforts, redefining the 

responsibilities of each function of the firm, and restructuring its organizational system.  

Marketing plans should be integrated with the plans of production, procurment, personnel, 

R&D, finance, and long and short term corporate strategies and objectives. Interdepartmental 

collaboration involves mostly informal processes, based on trust, reciprocal respect, 

information sharing, the joint ownership of decisions, and collective responsibility for the 

final result (Griffin & Hauser, 1996). 

Shah, Soni & Patel (2013) argued that the selling price policy and frequency of advertisement 

of the item in the media, as parts of marketing strategy, have an effect on optimal inventory. 

The marketing function is the vital link between operation and customers. Business 

performance is enhanced when operations and marketing work together to achieve targets 

(Hausman, Montgomery & Roth, 2002). 

Wind, (1981) noted the coordination between marketing and other functions of a firms is 

essentioal for developing businuss plan. The interdependence between production and 

marketing is clearly evident in the development of a new product. The amount of new 

productions depends on  marketing research based on estimates the demand for the new 

product and the likely time and space distribution. Since it is possible that the new product 

may be cannibalizing existing products, marketing estimates the degree of cannibalization in 

order to adjust the production schedule of current products. The fluctuation and uncertainties 

in the demand of most products lead managers to undertake two strategies:  

1) change the current production capacity  

2) influence the nature, level or timing of demand.  

Marketing strategies can help to achieve the second strategy by advertising, consumer and 

trade promotion, deletion and addition of products, which can provide smooth production and 

match it with demand (Wind, 1981). 

The role of Marketing and Supply chain management in Inventory management 

In competitive business environments the success of firms are related to the degree of 

integration across traditional functional boundaries to provide better customer service 
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(Ellinger, 2000).  

Marketing and operation are two functions that directly are related to creating maximum 

value, while identifying and satisfying customer needs. The necessity of integration between 

the two functions has been magnified by two long-term topics: increasing organizational 

specialization, and decreasing inventories of finished products (Sawhney & Piper, 2002).  

From a marketing perspective, SCM includes the distribution channels, by which products 

and services reach end consumers, and necessitates the management of both internal and 

external costomer relationship. SCM is concidered as an invidual part and also the connection 

between other proccesses in the production flow from the row material to customer delivery. 

Indeed, the capability for providing bettetr conncetion between different processes such as 

marketing, production, logestics, and customer can creat competitive advantage for firms. 

(Parente, Lee, Ishman & Roth, 2008). 

The development of a new product assesses with internal and external perspective. The 

operational management emphasizes the internal perspective, in which product quality, unit 

cost and development time are important factors. The marketing management has an external 

perspective, focuses on marketplace outcomes, such as products sales, customer satisfaction, 

profitability, and the market share of a new product. Operational outcomes affect market 

success. There is a relationship between operational success and market success; indeed 

operational success cannot be viewed as a final target, because the bottom line is ultimately 

driven by market success (Tatikonda & Montoya-Weiss, 2001).  

Information sharing and corporations between marketing and operation, has strongly positive 

effects on the competitiveness of a new product. Hence, the training of personnel in 

marketing and operations is an important factor to improve the integration, by equipping them 

with the skills of effectively working together through all stages of product development. 

Indeed, an unwillingness of managers to commit to integration, a shortage of qualified 

personnel, a lack of a defined specification of corporation, and weakly connected activities 

within organization are barriers to the integration (Swink & Song, 2007). 

Operations and marketing managers must agree on maximizing customer value and create an 

effective capacity and production plan. There is a main obstacle, the objective of the functions 

is different, which affects the integration. Operation managers have been awarded according 

to measures of output, operational efficiency, and cost. These are easily achieved by long runs 
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of the same product; accordingly driving down variety and customization. On the other hand, 

marketing managers have been awarded according sales growth and revenue, market share 

and profitability, which depend on suggesting and producing a great variety of products and 

quick response to customer requests and preferences. Market share and high sales revenues 

lead firms to produce short runs of customized products. These typically cause higher costs, 

lower productivity, and in the absence of strong process control lower quantities. Indeed, 

these opposite forces place marketing and operation managers in adversarial position 

(Sawhney & Piper, 2002). 

In operation management research and practice inventory management has central role. 

Moreover, excess inventory is a critical issue in inventory management, which reflects poor 

ability of firm management’s team and the effectiveness of supply chain process. Indeed, 

excess inventory can indicate some parts of supply chain process are not working smoothly as 

well there is a lack of coordination between different functions in organization such as 

marketing and operation (Hendricks & Singhal, 2009). 

In today’s more challenging business environment, unpredictable demand has become the 

norm of market. Leading companies are already implementing marketing strategies that are 

underpinned by a supply chain strategy. Understanding the importance of SCM as a key 

element in gaining advantage of market place by marketing management will be the best 

equipped for survival in the uncertain markets (Christopher, 2000). 

Demand Chain Management 

Demand Chain Management (DCM) as a new business model, aimed at creating value 

through the cooperation of the marketing function and the supply chain (Juttner, Christopher 

& Baker, 2007). The demand chain management concept “extends the view of operations 

from a single business unit or a company, to the whole chain. Essentially, demand chain 

management is a set of practices aimed at managing and coordinating the whole demand 

chain, starting from the end customer, working backward to raw material suppliers. There are 

two fundamental objectives:  

1) To develop synergy along the whole demand chain, and  

2) To start with specific customer segments and meet their needs, rather than focus on 

internal optimization.” (Vollmann, Cordon & Heikkila, 2000:3) 

The most recently approach in demand chain management emphasizes customer needs and 
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the design of a supply chain process that is satisfying customer. In fact, SCM should start 

from the customer end, instead of starting with supplier or manufacturer and working 

forward. The effective connection between SCM and marketing by understanding customers’ 

needs and the situations in which these needs are prevalent, in order to give them the right 

offerings, helps to get sufficient demand and more customer satisfaction (Heikkilä, 2002).  

The DCM perspective is an elaborated cooperation between SCM and Marketing. From this 

approach marketing needs to redefine its responsibilities within the integrated demand and 

supply process, and to involve the knowledge and data of other departments in their decision-

making. Moreover, SCM should involve customer priority decisions, marketing planning at 

the earlier stages and, if the plan or decision is not financially viable to the business, the 

rejection of it. Indeed, marketing should be more cost driven and less focused on sales that are 

not optimal for the business (Juttner et al., 2007). 

In the DCM exchange of information and mutual understanding of that information 

exchanged and collective goals are essential. In this aspect the role of marketing is to provide 

timely information on: customer demand, new product/customer opportunity, and feedback 

on over/under service. In turns, the role of SCM is to provide information about lead time, 

capacity, and the plans cost (Juttner et al., 2007). 

DCM links the demand creation and fulfillment processes, by starting with customer needs. 

Marketing, product management, and customer relationship management, are competencies in 

the demand creation. Supply chain management, operations, logistics, and manufacturing are 

competencies in demand fulfillment (Jüttner, Godsell & Christopher, 2006).  

State-of-the-art 

Following section will evaluate and judge the different scientific articles, which presented in 

the literature review. The evaluation will be based on how valid the theories are and how 

many citations that specific article has (Philipson, 2014). In this regard, the following matrix 

is developed. A theory, which is, cited less than 100 is judged as an emerging theory. If it has 

200 to around 300 citations is judged as an emerging theory. And, a theory with more than 

500 citations is judged as a dominating theory. Thus, this section with the theoretical chapter 

together will be the foundation for the research gap identification and will present the 

differences between the theories, which are selected for this study. 
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Table 1. Matrix for evaluating the different articles 
Phenomenon 

X 
Reference Citations Validity Strength in 

the theories 

Sub-Theory 

X >500 Well validated Dominating 

X 200 to 
around 
300 

Some validation Emerging  

X <100 Limited 
validation 

Proposed new 
theory 

Theory is evaluated in total judged strength 
Source: Own 

Table 2. State of-the-art statement (Supply chain management) 
Phenomenon 

Supply chain 
management 

Reference Citations Validity Strength in 
the theories 

The importance 
for organization 

Lambert & Cooper 
(2000); 
Mentzer & Gundlach 
(2010) 

2198 
 
19 

Well validated Dominating 

Evaluated as: Dominating 

SCM and 
Demand  

management 

Christopher (2000); 
Cooper & Ellram 
(1993) 

1371 
1000 

Well validated Dominating 

Bourland, et al. (1996); 
Helo & Szekely (2005); 
Fu (2005) 

347 
 
186 
43 

Some validation Emerging 

 

Evaluated as: Dominating, Emerging 

Source: Own 

Table 3. State of-the-art statement (Marketing) 
Phenomenon 

Marketing 
Reference Citations Validity Strength in 

the theories 

Integrating 
Marketing and 
other functions 

Griffin & Hauser 
(1996); 
Cristopher(2000) 

1354 
 
1371 

Well validated Dominating 

Day (1992); 
Min & Mentzer (2000);  
Hausman et al. (2002); 
Hendricks & Singhal 

360 
187 
147 
 

Some validation Emerging 
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(2009) 53 
Evaluated as: Dominating and Emerging 

Marketing and 
Demand 

management 

Wind (1981); 
Shah et al. (2013) 

94 
27 

Limited 
validation 

Proposed new 
theory 

 
Evaluated as: Proposed new theory 

Source: Own 

Table 4. State of-the-art statement (Integrating marketing and SCM) 
Phenomenon 

Integrating 
marketing and 

SCM 

Reference Citations Validity Strength in 
the theories 

The importance 
for organization 

Ellinger (2000); 
Tatikonda & Montoya-
Weiss (2001); 
Swink & Song (2007) 

270 
423 
 
180 
 

Some validation Emerging 

 

Sawhney & Piper 
(2002); 
Parente et al. (2008) 

62 
 
23 
 
 

Limited 
validation 

Proposed new 
theory 

 

Evaluated as: Emerging and Proposed new theory 

Source: Own 

Table 5. State of-the-art statement (Demand chain management) 
Phenomenon 

Demand Chain 
Management 

Reference Citations Validity Strength in 
the theories 

The importance 
for organization 

Juttner et al.(2007); 
Vollmann et al.(2000); 
Heikkilä (2002); 
Canever et al. (2008); 
Jüttner et al.(2006) 

261 
116 
432 
44 
57 

Some validation Emerging 

 

Evaluated as: Emerging  

Source: Own 

Reflection over state of art 

SCM and its essential role in the organization have emerged as increasingly important 

concept since 1980 and attracted growing attention by the both parts of academics and 
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practitioners. The difficulty in predicting demand is one of several reasons to highlight the 

importance of SCM. To respond to the market demand firms need the agile SCM, which has a 

significant effect on inventory level. The theory of SCM has increasingly caught attention in 

the research, since it argues about the important of SCM, its connection with demand 

management, and finally its effect on inventory levels. 

Cross-functional processes between marketing and other function in firms, is not a new 

approach for marketers or researchers. It is important to understand the relationship of 

marketing and other functions in the firm, and the firm cannot succeed without considering 

marketing target. Reviewing the current literature on the role of marketing on demand 

management and gathering demand information shows that there is limited empirical research 

available; therefore the role of marketing on demand information is proposed a new approach 

among researchers. Both Wind (1981) and Shah et al. (2013) are the few cited authors in this 

area. Wind (1981) states the interdependence between marketing and production is evident in 

the development of new product. Moreover, the influence of marketing on demand and timing 

of demand by price policy and advertising is another aspect of marketing strategy, which 

argued by both Wind (1981) and Shah et al. (2013).  

Integrating marketing and SCM is evaluated as an emerging theory. The all selected articles 

argue the importance of coordination between marketing strategy and SCM, because of a 

challenging business environment and rapid change in demand.  

Demand chain management is an emerging concept, which has been investigated recently. 

The articles focus on the process of demand information, based on customers’ preferences. 

The selected theory regarding the importance of demand management is presented in the 

inventory management section. Across this theory the role of SCM and marketing starts with 

the customers’ needs, in order to find better information about market demand, therefore 

respond to the demand, and finally based on this information inventory optimization is 

investigated.  

By linking the theories “demand chain management, the integration of SCM and demand 

management, SCM and marketing, and marketing and demand management”, it is noticeable 

the connection between marketing and demand management has been not studied in depth 

empirically. Thus, it is believed it could be relevant to investigate the integration of marketing 

and demand management in order to provide more reliable demand information. The ability to 
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meet customer demand and respond by the shorter delivery time is a competitive weapon for 

firms, which helps to get the right level of inventory and enhance performance, it can be 

achieved by demand chain management and integrating marketing and SCM.  

Model 

As it is seen in the following model, this research will investigate the integration between 

inventory management, supply planner, and marketing. According to Sawhney & Piper 

(2002) the integration between marketing and operation is nessecery for decreasing inventory. 

Excess inventory can indicate there is a lack of coordination between different functions in 

organization such as marketing and operation (Hendricks & Singhal, 2009).  

The objective is to set efficient inventory levels to avoid excess inventory, by creating the 

best demand information, with more emphasis on the role of marketing in providing reliable 

demand information and managing demand.  

In this aspect the role of marketing is to provide timely information on: customer demand, 

new product/customer opportunity, and feedback on over/under service. Exchanging 

information and mutual understanding of that information exchanged and collective goals are 

essential (Juttner et al., 2007). In addition, because of the variable nature of demand during 

the products life, its monitoring is vital in the case a change of plan is required. 

 

 
 
Figure 2. Research model, source: own construction 
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Research Questions 

The direct sell business companies cannot sell their surplus product to independent 

distributors or brokers. Therefore, the aim of this study is to investigate a way to avoid excess 

inventory, by integration between marketing and operations. In this study, excess, surplus, or 

obsolete inventory, are treated as synonyms. 

Based on the aim of the study the below research questions are developed:  
 

1- What are the roots causes for excess inventory across integration of marketing, supply 

planning, and inventory management? 

2- Are there other causes than the quality of the integration of marketing and SCM? 

3- What is the role of marketing in demand management? 
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Methodology Chapter 
This chapter presents the methods, which are selected to study the research questions and 
explain how the research is conducted.   

Research strategy 

This study was conducted an investigation through analytic classification, inductive approach, 

and qualitative data collection. These concepts are explained below: 

Classification of research  

Depending on the purpose of the research, it can be described as exploratory, descriptive, 

analytic or predictive (Collis & Hussey, 2009). 

Regarding to the purpose, processes, logic, and outcomes of this study, it will be mainly 

classified as analytical research. In analytic research, researcher goes beyond merely 

describing the characteristics of the issue. The research here analyzes and explains why or 

how the under investigation issue is happening. Analytical research purposes to comprehend 

phenomena by discovering and assessing casual relations between them (Collis & Hussey, 

2009). The main approach is to develop demand information with emphasis on marketing 

management strategy relevant to companies under observation. So this study gathers 

information, analyzes them. The next step regards investigating the integration of SCM and 

marketing and their influence on matching supply and demand in order to optimize inventory. 

This study aims to propose potential guidelines and solution relevant to the issue under 

examined. 

Deductive, Inductive, and Abductive Research  

Establishing connection between theories and practical situation caused research to get 

divided to three categories of deductive, inductive and abductive. Deductive studies are the 

most common view of the relationship between theory and research. In inductive studies the 

theory is the outcome of research and empirical observations are being used as a basic for 

producing new theories. The deductive approach is associated with a quantitative research and 

the inductive approach is associated with qualitative research (Bryman & Bell, 2007). The 

combination of deductive and inductive research is an abductive method. Across abductive 

research, I am looking at data based on existing theories, although the study still is open for 

finding unexpected result. This study pursues the abductive approach and will develop the 
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theory of the role of marketing management in providing demand information in a 

coordinated manner with other function. 

Quantitative, Qualitative Research 

Writers find it helpful to distinguish between quantitative and qualitative (Saunders, Lewis & 

Thornhill, 2009). Quantitative and qualitative research can be considered as two distinctive 

clusters of research strategy. Thus, quantitative research can be construed as a research 

strategy, which emphasizes quantification in the collection and analysis of data. There is a 

deductive approach to the relationship between theory and research, which is placed on the 

testing of theories. It has included the practices and norms of the natural scientific model. 

Moreover, it represents a view of social reality as an external, objective reality. On the other 

hand, qualitative research can be construed as a research strategy, which emphasizes words 

instead of collection and analysis of data. Indeed, the qualitative approach concentrates more 

on words and in-depth data rather than numerical information. There is an inductive approach 

to the relationship between theory and research which emphasis the generation of theory. It 

represents a view of social reality as a constantly shifting emergent property of individuals’ 

creation. The main research methods associated with qualitative research are: 

ethnography/participant observation, qualitative interviewing, focus groups, language- based 

approach such as discourse and conversation analysis, and qualitative analysis of texts and 

documents. Qualitative researchers treat theory as an entity that emerges out of gathering and 

analysis of data (Bryman & Bell, 2007).  

Table 6. Differences between quantitative and qualitative research strategies 
Fundamental differences between quantitative and qualitative research strategies 

 Quantitative Qualitative 

Principal orientation to the 

role of theory in relation to 

research 

Deductive; testing of theory Inductive, generation of theory 

Epistemological orientation Natural science model, in 

particular positivism 

Interpretivism  

Ontological orientation Objectivism Constructionism 

Source: (Bryman & Bell, 2007:28) 

In order to answer research questions effectively, this study has adopted qualitative research 

approach and the data obtained by interviews were analyzed with content analysis in Analysis 

Chapter.  
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Research design 

A framework for the collection and analysis of data is provided by a research design (Bryman 

& Bell, 2007). This study investigates the role of marketing in the demand management by 

integration with SCM. In this study interviews were used to supplement and extend the 

knowledge of established research questions. Based on the selected theories, for three 

different groups of respondents, three distinctive interview sets of questions were developed. 

A structured interview, which includes both open and closed format questions, was used in 

this research as an interview guide. A structured interview, requires the administration of an 

interview schedule by an interviewer. The same interview stimulation is applied for each 

respondent, in order to interviewers’ responds can be aggregated. 

 

An open format question is useful for exploring new areas or in the case of the researcher has 

limited knowledge. Since, respondents can answer questions in their own terms without any 

assumptions and limitations. A closed format questions can provide comparable answers 

between respondents. In addition, it can reduce the possibility of variability in the recording 

answers in structured interviewing. The meaning of closed questions is clear and takes less 

time for respondents to complete (Bryman & Bell, 2007). 

Population and Sample  

Polit & Hungler (1999:37) refer to population as “an aggregate or totality of the all object, 

subjects or members that conform to a set of specifications”. In this study the population is 

direct sells companies. These companies offer consumers a wide range of products and 

business opportunities. According to the World Federation of Direct Selling Associations 

(WFDSA) record in 2014, the global industry sales in 2014 is 182,823 (USD millions). 

Global sales by product category consists of 7% clothing & accessories, 34% cosmetics & 

personal care, 2% home care, 13% household goods & durables, 29% wellness, 3% books & 

toys & stationery, 1% foodstuff & beverages, 2% home improvement, 3% utilities, 3% 

financial services, and 3% others (WFDSA, 2015-6-08).  

 

This study uses a representative sample. A representative sample is a microcosm of the 

population, which reflects the population accurately (Bryman & Bell, 2007). In the study 

three international direct sales companies in cosmetics are selected out of the cosmetics direct 

sales industry. To guarantee that samples would represent the population, this study 

consecrated several control factors: business model, cosmetics industrial sector, which has 
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(with 34% portion of the overall direct sales industry), and the annual revenue of the sample 

companies (totally  $22,2 billion), which is 12% of the overall global industry sale.  

Table 7. Sample Vs. population 
Company Annual revenue Direct sellers 

Avon $ 10 billion 6 million 

Amway $ 10.8 billion 3 million 

Oriflame $ 1.4 billion 3 million 

Total $ 22.2 billion 12 million 

Global direct sales industry $ 182.823 million 99.7 million 

Total vs. global direct sales 

industry 

12% 12% 

Source: WFDSA (2014); Avon (2015); Amway (2014); Oriflame (2015) 

Operationalizing 

In this section the theoretical concept will be linked to the empirical measures. The process of 

transforming theories into empirical measures is an operationalization. The appropriate 

operationalization contributes to obtain relevant information and accurate conclusions. There 

are four basic steps in this process, which are theoretical insights, listing potential variables, 

selecting the variables and collecting data (Holme, Solvang, Fløistad, Kjeldstadli & 

O'Gorman, 1997).	Following these steps, the study explains the role of SCM and marketing in 

an organization. The integration of SCM and marketing in order to managing demand is the 

variables of the study. Interviews are used to collect data, based on the selected variables. 

Across three functions (marketing, supply planner, and inventory management), which are 

involved in the process of optimizing inventory, the interview questions are provided in three 

sections separately for each function. The functions are further categorized into particular 

groups of questions (Figure 3).  

 

Marketing is included in five groups of questions: approach to demand, marketing inventory 

dependency, the impact of advertising and price policy on demand, coordinative activities, 

and impact of inventory management on firms’ performance.  

 

Supply planner is included in four groups of questions: supply inventory dependency, 

coordinative activites, approach to demand changes, and impact of inventory management on 

firms’ performance.  
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Inventory management is included in four groups of questions: the type of inventory and the 

method of inventory management, inventory control activity and safety stock policy, the 

coordinative activities, and the impact of inventory management on the firm performance.  

 

 
 

Figure 3. Interview questions’ structure, own. 

However, there are some same questions in each section in order to make comparative 

analysis possible. The question guideline is based on the theoretical framework of this study. 

The operationalizing tables are specified in attachment number 1-3. 

Marketing  

In this section, the role of marketing in providing more accurate demand information in new 

product development and coordinative activities of marketing in decisions for planning of 

new products are considered to investigate as following parts: approach to demand, marketing 

inventory dependency, the impact of advertising and price policy on demand, coordinative 

activities, impact of inventory management on firms performance. 

  

The approach to demand is included questions on the method, which a firm uses to collect 

customer insight when is developing a new product and accordingly the role of this step in 

providing demand information. Moreover, the ability of marketing in monitoring demand and 

their approach to demand changes is investigated in this part. (Griffin & Hauser, 1996; Min & 

Mentzer, 2000; Wind, 1981). 
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Marketing inventory dependency is question on how inventory level has an effect on 

marketing decision. Indeed, in the process of making decision about new product 

development how much marketing team consider about excess inventory (Canever et al. 

2008). Juttner et al. (2007) proposed marketing team should involve the knowledge and data 

of other departments in their decisions.  

 

The questions about advertising and price policy as marketing strategies aimed to investigate 

about impact of them on optimal inventory (Shah et al., 2013; Hausman et al., 2002) 

 

Coordinative activities questions investigate about the degree of integration between the three 

functions and the quality of information flow between them and also the degree of 

responsibility of each function toward demand management (Hauser, 1996; Wind, 1981; 

Song, 2007). 

 

Questions about the impact of inventory management on firms’ performance seek to examine 

the knowledge of marketing team about the importance of the right inventory level (Jiangab et 

al., 2011; Song & Zipkin, 1996; Schwartz & Rivera, 2010). 

Table 8. Marketing section references 
Marketing Management 

Group References 

Approach to Demand Griffin & Hauser (1996); Min & Mentzer 

(2000); Wind (1981) 

Marketing inventory dependency Canever et al. (2008); Juttner et al. (2007) 

Impact of advertising and price policy on 

demand 

Hausman et al. (2002); Shah et al. (2013) 

Coordinative activities Griffen Hauser (1996); Wind (1981); 

Swahney & Piper (2002); Swink & Song 

(2007) 

Impact of inventory management on the firm 

performance 

Jiangab et al. (2011);  Song & Zipkin (1996);  

Schwartz & Rivera (2010) 

Source: Own 
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Supply Planner Section 

In order to get insight into supply planner role on inventory optimization through coordinative 

activities with inventory management and marketing functions, interview questions are 

considered to investigate: supply inventory dependency, coordinative activities, approach to 

demand changes, and impact of inventory management on firms performance.  

Supply inventory dependency is the series questions of awareness of supply planners about 

inventory management function and inventory situation when they are making decision for 

product planning. Since, the more knowledge about inventory management policy and 

process and accurate data about inventory level help to improve alignment of supply planner 

decisions in planning of products (Bourland et al., 1996; Cooper & Ellram, 1993; Fu, 2005). 

 

Coordinative activities investigate about the degree of integration of the functions and 

information sharing in new production flow. The efficient connection between the functions 

provides more competitive advantage for firms by decreasing inventories (Lambert & Cooper, 

2000; Parente et al., 2008; Sawhney & Piper, 2002; Swink Song, 2007). 

 

Agile respond to the demand changes as a typical goal of supply chain, which has direct effect 

on inventory level (Christopher, 2000; Bourlan et al., 1996; Fu, 2005) is an area of the 

approach to demand changes questions. These questions make an effort to examine the ability 

to overcome demand changes by supply planner. 

 

Questions about the impact of inventory management on firms’ performance seek to examine 

the knowledge of supply planner team about the importance of the right inventory level 

(Jiangab et al., 2011, Song & Zipkin, 1996; Schwartz & Rivera, 2010). 

Table 9. Supply planner section references 
Supply Planner 

Group References 

Supply inventory dependency Bourland et al. (1996); Cooper & Elram 

(1993); Fu (2005) 

Coordinative activities Lambert & Cooper (2000); Parente et al. 

(2008); Sawhney & Piper (2002); Swink & 

Song (2007) 

Approach to demand changes Christopher (2000); Bourland et al. (1996); 

Fu (2005) 
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Impact of inventory management on the 

firm performance 

Jiangab et al. (2011); Song & Zipkin (1996); 

Schwart & Rivera (2010) 

Source: Own 

Inventory Management Section 

In order to deeply understand inventory management approach in each company, questions in 

this part of the interview probe: the type of inventory and the method of inventory 

management, inventory control activity and safety stock policy, the coordinative activities, 

and the impact of inventory management on the firm performance. The first part of this 

section investigates the general information about the firms’ inventory to provide basic 

information about the inventory management method and the kind of inventory such as raw 

materials, work in process, and finished good. Pong & Mitchell (2012) and Robert & 

Donhauser (2012) propose firms apply various inventory methodes in order to match supply 

and demand. 

 

The questions about inventory control activity and safety stock policy are hoped to uncover 

the ability of the company in controlling inventory levels to avoid shortage and excess of 

product in the situation of the uncertainly and variability of product demand. Indeed, in order 

to have optimal inventory managers should consider three major categories of inventory level: 

1- safety stock 2- replenishment 3- excess inventory in the case of low demand (Relph & 

Barrar, 2003; Whybark & Williams, 1976). The questions also investigate the ability of 

inventory management in providing accurate information about inventory level.  

 

The coordinative activities questions emphasize the degree to which information is 

transformed between the functions in making decisions about product flow and managing 

demand, to reach to the optimal inventory (Hendricks & Singhal, 2009).   

 

The questions about the impact of inventory management on firms’ performance seek to 

examine the knowledge of inventory management team about the importance of the right 

inventory level (Jiangab et al., 2011; Song & Zipkin, 1996; Schwartz & Rivera, 2010). 
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Table 10. Inventory management section references 
Inventory Management 

Group References 

Type of inventory and the method of 

inventory management 

Pong & Mitchell (2012); Robert & 

Donhauser (2012) 

Inventory control activity and safety stock 

policy 

Lambert & Cooper (2000); Parente et al. 

(2008); Sawhney & Piper (2002); Swink & 

Song (2007) 

Coordinative activities Hendricks & Singhal (2009) 

Impact of inventory management on the 

firm performance 

Jiangab et al. (2011); Song & Zipkin (1996); 

Schwart & Rivera (2010) 

Source: own. 

Analysis Method 

Analysis and interpretation are processes making sense of data gathered in research 

(Gummesson, 2005). According to Bryman & Bell (2007) there are two strategies of analysis 

for qualitative data analysis: the analytic inductive and grounded theory approaches. In the 

analytic induction approach the researcher is looking for universal explanations of phenomena 

and the process of data collection will be continued until they encounter a case contradictory 

with the phenomena. In the case a deviant case is found the hypothesis will be reformulated. 

Grounded theory is the most used frame-work for analyzing data in qualitative research. 

Grounded theory has been defined as “theory that was derived from data, systematically 

gathered and analyzed through the research process. In this method, data collection, analysis, 

and eventual theory stand in close relationship to one another” (Strauss& Corbin 1998:12, 

after Bryman & Bell 2007:585). The tools of grounded theory are:  

• Theoretical sampling: a process of collecting data in order to generate theory by the 

analyst. In order to develop his theory he collects data and jointly analyses and codes 

them accordingly and decides what data should be collected next. 

• Coding: Coding is a main process in the grounded theory. All the data are broken 

down into components, and then labels are given labels components, which have 

theoretical significance in this process.  

• Theoretical saturation: to pursue sampling theoretical until a category (a group of 

concept which have common features) has been saturated with data. 

• Constant comparison: to keep a close connection between data and conceptualization 

to find relationships between concepts and categories to highlight indicators. 
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Therefore, researchers by constant comparison phenomena under a certain coded 

category elaborate theory that can be to emerge.  

 

More specifically, this study for the analysis of the interviews applied the following steps:  

1- Record all face to face and telephone interview and then write down all the interviews. 

2- Create a matrix in Microsoft Excel with the questions in the first column and the 

answers to each of question by each respondent in the rows.  

3- Highlight the key words in each answer. 

4- Excluding the rest of sentences, keeping just keywords. 

5- Finding generic key words and try to find structure for them. 

6- Analyse the interviews of each function separately. 

7- Putting together the interviews from different functions, to compare and get a 

comprehensive picture. 

8- Interdepartmental analysis in context of research questions. 

Quality 'measures' 

Validity refers to accuracy of the research finding, which are generated from phenomena 

under study. Respondent validation is prevalent among qualitative researchers, which can 

create the validity through validation of respondents. Interviewees are chosen from relevant 

position in each company to grantee to insure the validity of responders as below table:  

Table 11. The interviewees 
Country Initials Company Function 

United States A.M. Avon Brand Manager in 
Poland 

R.G. Supply Planner 
Manager in Poland 

R.S. Inventory Specialist 
in Poland 

United States I.T. Amway Brand Manager in 
Netherland 

E.V. Senior Supply Chain 
Planner in 
Netherland 



 30 

 

M.B. Group Leader 
Inventory 
Management & 
Analysis in 
Netherland 

Sweden H.B. Oriflame Global Marketing 
Director in Sweden 

J.S. Supply Planner 
Manager in Sweden 

D.M Global Inventory 
Specialist in Sweden 

Source: Own  

The questions were emailed to the interviewees in order to be prepared before the interview 

and verify the information. The questions were intended to be clear for respondents and 

started with an introduction by the interviewer about the topic of the study. Reliability “refers 

to the consistency of a measure of a concept” (Bryman & Bell, 2007:163). Consistency, 

transparency, and quality of data collection were considered in this study. This study tried to 

support its reliability by using reliable sources of information such as large number of 

academic journals specific to the area under study. In addition is tried to minimize the lack of 

consistency by presenting operationalizing and analysis techniques.  
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Empirical Summary Chapter 
In this chapter empirical findings are presented. The data was collected through the face-to-

face, telephone and email interviews with three direct sales cosmetic companies Avon, 

Amway and Oriflame. This chapter starts with the background of each company and 

afterwards it provides data in three sections: inventory, supply planning and marketing. 

Moreover, some questions are repeated in each section to provide comparative data from 

each function view.  Below I will uncover the background of each company: 

Background of three companies 

Company 1: Avon 

Avon is a leading global beauty company, represented in over 100 countries. It is one of the 

world’s largest direct sellers for the more than 125 years, with $10 billion annual revenue and 

6 million direct sellers. Avon products include color cosmetics, skincare, fragrance, 

accessories, personal care, and hair care. The company produces its products by both 

company-owned manufacturing facilities and other manufactures around the world. The most 

beauty products produce by company-owned manufacturing and remaining products supply 

by third-party manufacturing in 39 countries across five continents (Avon, 2015-4-12).   

Company 2: Amway 

Amway is a direct selling company, operating in more than 100 countries, with more than 3 

million direct sellers and $10.8 billion annual revenue. Rich Devos and Jay Van Andel in 

Ada, Michigan, USA in 1959 found the company. Amway has 6 manufacturing facilities in 

USA (California, Michigan, and Washington), India, Vietnam, and an R&D center in China.  

The company produces and distributes more than 450 products, which are consists of five 

categories: artistry skincare and color cosmetics, nutrilite vitamins, mineral and dietary 

supplements, and eSpring water treatment system (Amway, 2015-4-12). 

Company 3: Oriflame Cosmetics Company 

Oriflame is an international beauty direct selling company in more than 60 countries 

worldwide, with approximately 3 million direct sellers and $1.4 billion annual revenue, which 

is founded, by two brothers and their friend in 1967. Its wide portfolio of Swedish, natural 

beauty products include approximately 1000 products in six categories: 1-Skin Care 2- Color 

cosmetics 3- Fragrances 4- Personal and Hair Care 5- Accessories 6- Wellness Beauty. More 
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than half of cosmetic products volume is being produced in six Oriflame owned factories in 

Poland, India, Sweden, China and Russia (Oriflame, 2015-6-08). 

Marketing Section 

Marketing interview includes five groups of questions as follow: approach to demand, 

marketing inventory dependency, impact of advertising and price policy on demand, and 

coordinative activities, and impact of inventory management on firm’s performance.  

 

Considering demand insight the interview started with this question; which method does your 

company use to collect customer insight when developing a new product? The respondent 

from company one answered, that they use several ways, such as market surveys, 

representatives’ feedback, historical benchmarks, and local marketing feedback. Company 

two answered focus group discussions and market research at different stages of product 

development and concept evaluation. Company three answered, there is a department of 

getting insight about consumer demand (qualities and quantities method) such as online data 

sources (which include product design, brand image and anything which related to product 

concept). All respondents believe this step is vitally important for company’s success. To 

answer does this demand information help to anticipate the correct demand for products? 

Respondents from company one and two answered yes but company three answered not 

always.  

 

The next question was how does marketing management anticipate demand changes for the 

near future? Respondent from company one answered, that the trendsetters are used in order 

to confirm forecasted demands and anticipate demand changes. Respondents from company 

two answered a global forecasting team anticipates demand changes and forecast is adjusted 

every month due to sales trends. Respondent from company three answered the global 

marketing does not involve in this step and it is a forecaster job, which is placed in the each 

branch. About monitoring the demand changes during a product’s life cycle, the respondent 

from company one answered, they rather monitor year to date sales vs. planned sales. 

Respondent from company two referred to the previous question. And the respondent from 

company three answered, that based on sale analysis, unit proactive direct sellers, and 

catalogue planning they monitor demand changes. 
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To answer how often, during a product’s life cycle, do you monitor demand information for 

the products? Respondents from company one answered sometimes, company two always, 

and company three sometimes in global level, but in market level always. To describe 

marketing policy in the case of a drop in demand, respondent from company one answered, if 

sales drop is on total business level, the additional activation has to take place in order to hit 

the expected sales level. Respondent from company two answered, that planning department 

adjusts ordering quantities. Respondent from company three answered, that based on sale, and 

catalogue planning, there is a discontinued process in the case of a drop in demand. 

 

Concerning to match demand and supply is asked; how do you try to match demand, supply, 

and inventory levels in the case of product surplus? Do you have any approach for this 

situation? Company one answered supply chain highlights inventory surplus and additional 

flows are planned by excess & obsolescence teams (net offers, excess flayer etc. …). The 

answer from the respondent from company two was to reduce selling price, if possible, by 

installing short-term aggressive offers. The respondent from company three answered a 

discontinue process, which involve of marketing, supply planner and inventory management 

team, in which the decision about the date of discontinuing is taken, the excess inventory 

team will work on surplus inventory to push markets to sell them. 

 

The next question in this section is what difficulties do your company experience concerning 

demand management? Company one answered short horizon for demands planning; forecast 

accuracy. Company two answered no flexibility from the system; low product coverage to 

react to massive over sales. Company three referring to above comment on direct sales 

answered, it is that they set a forecast very early and then they print our catalogues very early. 

This gives them a very little flexibility in demand management.  

 

To answer what is your approach for minimising the limitation in forecasting of reliable 

demand? Company one answered my role is to develop product with maximum potential for 

sales. Demand forecasting team is responsible to provide most accurate demand based on 

various factors. Company two answered common objectives for marketing and operations 

would help, company three answered they do have a multitude of processes to offset 

limitations in demand management.  
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Table 12. Marketing Section (Approach to Demand), interviews 

Group Marketing 
Section Company 1 Company 2 Company 3 

A
pp

ro
ac

h 
to

 D
em

an
d 

To collect 
customer insight 

There is a 
quantitative and 
qualitative tools to 
research market 
demand 

There is a 
quantitative and 
qualitative tools to 
research market 
demand 

There is a 
quantitative and 
qualitative tools to 
research market 
demand 

It is efficient for 
company success 

It is efficient for 
company success 

It is efficient for 
company success 

It helps to provide 
correct demand 
information 

It helps to provide 
correct demand 
information 

 

To anticipate 
demand changes  

 
Forecasting team 
anticipate demand 
based on sale 

Forecasting team 
anticipate demand 
based on sale 

Trendsetters 
confirm forecasted 
demand 

  

Frequency of 
monitoring 
demand 

Sometimes  Sometimes 

 Always  

Policy to drop in 
demand 

Taking Additional 
activation to hit 
expected sales 

  

 Adjusting plan by 
planner  

  Discontinuing the 
product 

To match demand 
and supply in the 
case of surplus 
inventory 

Excess inventory 
team will work on 
surplus inventory 

 
Excess inventory 
team will work on 
surplus inventory 

 Reducing selling 
price  

Difficulty in 
demand 
management 

Short horizon for 
demand planning   

Forecast accuracy   

 Lack of flexibility 
from system 

Lack of flexibility 
from system 

 Low product 
coverage  

  Setting forecast 
two early 

To minimise 
limitation in 
forecasting 
demand 

Responsibility of 
demand 
forecasting team 

  

 

Needs cross 
functions 
approach between 
operation and 

Having a 
multitude of 
processes 
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marketing team 
Source: Own 

Questions about marketing inventory dependency asked do you consider the inventory levels, 

in deciding which new products should be developed?, do you consider excess inventory, in 

deciding which new products should be developed?, and  does the risk of future or current 

excess inventory affect your plan to developing new products? Company one answered no to 

all questions. And company two and three answered yes to all of the three questions. How do 

you manage the trade-off between the satisfaction of market/customer requirement and the 

company’s inventory level? Company one answered supply chain team manages inventory 

level and it is not marketing issue. Company two answered, they try to do special offers to get 

rid of over stock. Company three answered, there is a cross functional approach between 

excess inventory team, New Product Development team, and supply planner.  

Table 13. Marketing Section (Marketing Inventory Dependency), interview 

Group Marketing 
Section Company 1 Company 2 Company 3 

M
ar

ke
tin

g 
In

ve
nt

or
y 

D
ep

en
de

nc
y 

To Consider 
inventory status in 
new product 
development 

No Yes Yes 

Trade-off between 
market and 
inventory level 

No issue for 
marketing   

 
To do special 
offer to get rid of 
over stock 

 

  A cross functional 
approach 

Source: Own 

Considering the impact of advertising and price policy on demand four questions are asked. 

The respondent from company one believes product advertising on the case of surplus 

inventory is somewhat important and it has a moderate amount effect on reducing surplus of 

products. However, in the direct selling company catalogue planning is an internal tool for 

advertising. Company two and three consider it very important and it has a great deal effect 

on reducing surplus inventory. To answer the question about assessing the importance of 

price policy in the case of surplus inventory, all respondents answered it is very important and 

has effect on reducing surplus inventory. 
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Table 14. Marketing Section (Impact of advertising and price policy in demand management), 
interviews 

Group Marketing 
Section Company 1 Company 2 Company 3 

Im
pa

ct
 o

f a
dv

er
tis

in
g 

an
d 

pr
ic

e 
po

lic
y 

in
 

de
m

an
d 

m
an

ag
em

en
t The importance of 

advertising on 
surplus inventory 

It is Somewhat 
important and has 
moderate effect on 
reducing surplus 
inventory it 

 

 

 

It is very 
important and has 
a great deal effect 
on reducing 
surplus inventory 

It is very 
important and has 
a great deal effect 
on reducing 
surplus inventory 

The importance of 
price policy on 
surplus inventory 

It is very 
important and has 
a lot effect on 
reducing surplus 
inventory 
 

It is very 
important and has 
a lot effect on 
reducing surplus 
inventory 
 

It is very 
important and has 
a lot effect on 
reducing surplus 
inventory 
 

Source: Own 

Coordinative activities include of five questions. The respondent from company one and three 

answered they are very satisfied by the information sharing between operations and 

marketing. The respondent from company two answered, she is moderately satisfied. How do 

you assess the degree of trust and respect between marketing and supply planner teams, in 

the planning of products? Company one and two stated that they are moderately satisfied. 

And the respondent from company three is very satisfied.  

 

How do you assess the information sharing between marketing and supply planner teams, in 

the planning of products? Company one and two are moderately satisfied, company three is 

extremely satisfied. How do you assess the collective responsibility of the marketing and 

operations teams for the final result of product planning? Company one and three are 

moderately satisfied and company two is slightly satisfied. How do you assess the integration 

between marketing, inventory management, and supply planner in your company? Company 

one was moderately satisfied, company two slightly satisfied, company three very satisfied.  
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Table 15. Marketing Section (Assessing coordinative activities between marketing and 
operation), interviews 
Group Marketing Section Company 1 Company 2 Company 3 

C
oo

rd
in

at
iv

e 
A

ct
iv

iti
es

  

To assess information sharing 
between operation and marketing 

 Moderately 
Satisfied 

 

Very 
Satisfied  Very 

Satisfied 

To asses degree of trust between 
marketing and supply planner in the 
panning of products 

Moderately 
Satisfied 

Moderately 
Satisfied 

 

  Very 
Satisfied 

To assess information sharing 
between marketing and supply 
planner in the panning of products 

Moderately 
Satisfied 

Moderately 
Satisfied 

 

  Extremely 
Satisfies 

To assess Collective Responsibility 
between operation and marketing in 
final result of product planning  

Moderately 
satisfied  Moderately 

satisfied 

 Slightly 
satisfied 

 

To assess the integration between 
marketing, inventory management, 
and supply planner in your company 

  Very 
Satisfied 

Moderately 
satisfied   

 Slightly 
satisfied 

 

Source: Own 

 
To answer the questions about impact of inventory management on the firm performance 

shows in general all interviewees believe that there is a relationship between inventory 

management and performance of the company, excess inventory will increase the costs of the 

operations, and shortage of stock will reduce the company productivity.  

Table 16. Marketing Section (Impact of inventory management on the firm), interviews 

Group Marketing Section 
Company 

1 

Company 

2 

Company 

3 

Im
pa

ct
 o

f i
nv

en
to

ry
 

m
an

ag
em

en
t o

n 
th

e 
fir

m
 p

er
fo

rm
an

ce
 There is positive connection between 

inventory management and 
performance 

Yes Yes Yes 

Excess inventory will increase the costs 
of the operations Yes Yes Yes 

Shortage will decrease company 
productivity Yes Yes Yes 

Source: Own 
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Supply Planner Section 

This section includes the questions about supply inventory dependency; coordinate activity, 

approach to demand, and the impact of inventory on company performance. Regarding to the 

first part of this section to answer how much are you familiar with the term “inventory 

management”? All respondents answered they are very familiar with the term inventory 

management in their companies.  

 

All respondents believe the managing of inventory in their company is a most effective way, 

except the respondent from company three. To explain the strength and weakness of 

managing inventory in their company, the respondent from company one answered 

comprehensive reporting (each function can shape reporting accordingly to specified needs), 

full visibility of excessive inventory for marketing teams is the strength point and the 

weakness is limited horizon of excess inventory planning (16 weeks ahead), long decision 

making process due to company corporate structure and region size (marketing, commercial, 

finance, markets GM, Planning). The respondent from company two answered the 

collaboration and communication on excess inventory between functions is the strength point 

and the lack of final decision from marketing in a timely manner is a weakness.  

 

Respondents from company three mentioned several points as weakness of managing excess 

inventory and difficulty in the process of managing inventory as follow: wide portfolio, 

language variants and market specific (regional) products’ codes, high fluctuation in the 

demand and long manufacturing (Lead time), and not sufficient system support for managing 

components. Another weakness is the fact that we plan our offers very long in advance, which 

means that we are not agile enough in case supply situation changes. Several suppliers on one 

product make flexibility difficult. The nature of product diversity is a main problem. In 

inventory part they work well and the process on the paper is good enough. 

 

Considering enough information about inventory situation, when ordering products all 

respondents answered they have enough information except respondents from company three.  
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 Table 17. Supply Planner Section (Supply Inventory Dependency), interviews 
Group Supply Planner 

Section 
Company 1 Company 2 Company 3 

Su
pp

ly
 in

ve
nt

or
y 

D
ep

en
de

nc
y 

Familiarity with 
the term of 
inventory 
management 

A lot A lot A lot 

To believe 
inventory 
management in a 
most effective 
way  

 Yes Yes  

The strength of 
managing 
inventory 

Comprehensive 
reporting   

Full visibility of 
excess inventory   

 
Collaboration and 
communication on 
excess inventory 

 

The weakness of 
managing 
inventory 

Limited horizon for 
planning excess   

Long term decision 
making process   

 
Lack of final 
decision from 
marketing 

 

  Wide Portfolio 
  Product diversity 
  Long lead time 

  

Component 
invisibility at 
suppliers’ 
warehouse 

  Plan long in 
advance 

  Several suppliers 
on one product 

There is enough 
inventory 
information when 
order products 

y Yes Yes  

Source: Own 

The coordinative activities part includes four questions, which starts to ask: Is there any 

coordinative activity between supply planner, marketing and inventory teams in order to have 

best product flow, when the company would like to order products? All respondents answered 

yes. To explain more strong and weak parts of the process the respondent from company one 

answered there is a platform between commercial and supply chain to address biggest excess 
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inventory, also flow of information and progress reporting aligns with each function goals 

(integrating process between commercial and supply planner team). In addition, the 

respondent assesses the quality of the information flow between these functions as very 

satisfactory.  

 

The respondent from company two mentioned the collaboration in the initial level quantities, 

which positioned before launch as a main strength and a lack of timely actions on excess after 

launch as a weakness part. Although, the quality of the information flow between these 

functions (marketing, supply planner, and inventory management) is assessed by the 

respondent as very satisfactory.  

 

The respondent from company three answered, that the coordination between these functions 

is only done during the end-phase, when they set the discontinuation date of a product. The 

stock situation match with the needs of marketing is then analyzed. Apart from that, the 

process is very standardized. The planning system sees forecast for sales and they plan 

production, in the case system tells us to do it. So, generally there is no interaction with 

marketing, apart from the forecasting figures. The short-term forecasting changes are the most 

challenging to manage. Although, minimum order quantity (MOQ) and Lead-time are 

constantly reviewed by supply planning team to gain flexibility and quality in the information 

flow between these functions, the respondent assesses it as moderately satisfying.  

 

To the answer about assessing the role of marketing in predicting real demand, the respondent 

from company one is moderately satisfied, company two not at all satisfied, and company 

three slightly satisfied. 

Table 18. Supply Planner (Coordinative Activities), interviews 

Group Supply Planner 
Section 

Company 1 Company 2 Company 3 

C
oo

rd
in

at
iv

e 
A

ct
iv

iti
es

 There is the 
coordinative 
activities between 
supply planner, 
inventory 
management, and 
marketing 

Ye Yes s Yes Yes 

The strength part 
of coordination 
between these 
functions 

To address the 
biggest excess 
inventory 

Yes  

Align information   



 41 

 

flow and reporting 

 

Collaboration in 
order to position 
initial quantities 
before lunch a 
product 

 

  

The coordination 
between these 
functions during 
the end-phase at a 
product 
discontinuation 
phase 

The weakness part 
of coordination 
between these 
functions 

 
A lack of timely 
manner of actions 
on excess 

 

The coordination 
between these 
functions is only 
done during the 
end phase 

  

  

No integration 
from marketing 
team apart from 
the forecasting 
figure 

  The process is 
very standardized 

To assess the 
quality of 
information flow 

Very Satisfied Very Satisfied  

  Moderate satisfied 
To assess the role 
of marketing in 
predicting real 
demand 

Moderate satisfied   
  Slightly satisfied 
 Not at all satisfied  

Source: Own 

In the section for the approach to demand management, all respondents answered they have 

an approach for reducing total inventory level and cycle time for orders. To explain the role of 

the marketing and inventory teams on this strategy, respondent from company one explained 

that they are working on lead-time reductions in raw materials, components and 

manufacturing site. Marketing do not have any supportive role in reducing cycle time (only 

responsible for excess inventory flows). The respondent from company two answered that 

supply chain planning is leading the reviewing opportunities in stock reduction and lead-time 

changes. We are collaborating with the procurement, marketing, production, quality, and 

regulatory departments. For inventory reduction an IO-tool (Inventory Optimization), which 
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calculates the optimal safety stock based on statistical data being reviewed every quarter. 

Next to this we are using the total lowest cost model and reviewing the optimal ordering 

strategy for procurement items not being produced by the company itself. For the production 

point of view we are introducing the EOQ-model (Economy Order Quantity), which 

calculates the optimal production quantities to be produced. The respondent from company 

three answered that by keeping safety stock on certain important products and less safety 

stock on less important products, will allow us to reduce inventory levels. By using a planning 

system with daily recalculations of the delivery schedule they minimize the cycle-time for 

orders. In addition, there is a tight cooperation between marketing and supply planner in the 

New Product Development phase: to filter out low performer products and get a better 

understanding why they are not performing up to our expectations, they limit the number of 

Stock Keeping Units (SKUs) and variants of products, and avoid components that are unique, 

so the components can be utilized for a small range of SKUs and avoid having long 

components lead times. As part of inventory management, the excess inventory team works 

on excess depletion and preventing excess.  

 

In answer to, what is your strategy for hedging against demand uncertainty? Company one 

answered, they have two approaches for safety stock: One system-driven safety stock, based 

on the production lead-time/purchasing lead-time with producing/purchasing earlier, another 

one based on stocks levels for component and finished goods at hubs and branches. There are 

also service levels agreements with the commercial teams that invest in inventory top risky 

products.  

 

Company two answered that their strategy is their safety stock approach. Company three 

answered that the safety stock (forward coverage), tighter cooperation with the regions and 

their demand planners, and	higher safety stock, when uncertainty is higher. They definitely 

have more they can do in this area, such as reducing lead-time, hub level safety stock, weakly 

ordering process. Actually the location of supplier is the most important factor in lead time. 

The planning for product systemically is set and system will order automatically to supplier. 

	

The next question is what difficulties have your company experienced in its supply planning 

strategy? The respondent from company one believes that a lack of alignment between 

different functions (i.e. supply planning vs. manufacturing, vs. sourcing, and vs. marketing), 

challenging inventory and service targets, long transportation markets (South Africa, 
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Kazakhstan). The respondent from company two believes, getting all the departments 

involved and accountable for the supply chain strategy. The respondent from company three 

believes that they struggle with component visibility at suppliers’ inventory and they are no 

agile enough. Sometimes, a high minimum order quantity (MOQ), which is negotiated with 

the supplier, can generate excess inventory. Long lead-times, if lead-time is too long can 

create shortages. More flexible contracts help supply planner to overcome demand changes. 

Internal suppliers are more flexible than external suppliers. A lot of things are still doing 

manually in the supply planning system. Shifting of demand from one region to another, 

where they will be having longer transportation and they will have to produce earlier than to 

closer markets, so the forecast accuracy will be lower as well. Sourcing locally would be the 

key as well, but then they have to make sure the long-term demand is there.  

 

To answer the question, what is the policy of SCM in the case of a drop in demand? Company 

one answered, that they will adjust the production plans on finished good and material levels, 

push underperforming branches for further flows commitments (to push underperforming 

branches to reach the forecast by additional sales and marketing plans), balancing demand vs. 

supply on the overall regional level (not local level). Company two answered, if the drop in 

demand creates excess then a collaboration between the represent parties will be held to 

reduce the possible excess, which could be used promotion or products could be disposed. 

Company three answered, it depends on the kind of products and company strategy for it, for 

example, in case we have a limited life product, we make the markets accountable for it. In 

case it is an ongoing product, then they try to cut supply. In case that is not possible, then we 

will have to take the write off costs. In addition, if it falls outside frozen period (as an average 

8 weeks), it is ok and we can react. If the order has been placed the order cancellation occurs 

when the benefits are bigger than the costs. In case supplier did not place order for 

components then we ask for cancellation of the supply, so we are not having any liability. In 

case components ordered and we cannot cancel without liability, then we ask them to 

postpone production or analysing if cancellation of the components would cost less than 

having excess of finished good. 

 

To answer the question, what difficulties have your company experienced in demand 

management? the respondent from company one answered that there is no real influence on 

millions of direct sellers (consultants) and their behavior (sales forecast in the direct sales 

industry is very much related to direct sellers performance, unpredictable direct sellers 
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behavior makes the company unable to predict market demand). A lack of sales history makes 

it difficult to predict the demand for some 25% of sales, since it is from new products. There 

is complex portfolio consisting thousands of products for each category. The respondent from 

company two believes it is difficult to get all the parties/departments involved and to have 

them held responsible for the common goal. The respondent from company three answered, 

that they have too low forecast accuracy and the forecast is changed too close in time for them 

to be able to react to it. The nature of our business model (direct sales) impacts the prediction 

of real demand. And there is a long period of catalogue planning for each market (branch). 

The stock keeping units are too many, and it is also difficult to know how many active 

consultants will work in each campaign, so constantly we encounter uncertainty of regional 

demand and high fluctuation. 

 

 And finally the question was posed, do you have adjustment contracts with your suppliers, in 

order to control inventory level? Company one and two answered yes, company three-

answered, yes just in some cases. 

Table 19. Supply Planner Section (Approach to Demand), source: interviews 

 Group Supply planner 
Section 

Company 1 Company 2 Company 3 

A
pp

ro
ac

h 
to

 D
em

an
d 

To have approach 
to reduce total 
inventory level 
and cycle time for 
orders  

Yes Yes Yes 

The role of 
marketing and 
inventory teams 
to reduce total 
inventory level  

No support from 
marketing and 
supply planner 
team is working 
on reduction lead-
time 

asd  

 There is a  
collaboration 
among 
procurement, 
marketing, 
production, 
quality, and 
regulatory 
departments 

 

 

 

In the new 
product 
development 
phase, a tight 
cooperation 



 45 

 

between 
marketing and 
supply planner to 
review low 
performer 
products 

The role of 
inventory team to 
reduce total 
inventory level 
and cycle time for 
orders 

Yes Safety Stock Safety Stock 

Yes 

Excess team as 
part of inventory 
team works on 
excess depletion 
and preventing 
excess 

Excess team as 
part of inventory 
team works on 
excess depletion 
and preventing 
excess 

To define strategy 
for hedging 
against demand 
uncertainly 

Safety Stock Safety Stock Safety Stock 
Safety Lead Time Yes Safety Lead Time 
Service Level 
agreements with 
commercial team 

  

  

Tighter 
cooperation with 
demand planner 
in each region 

To explain 
difficulty in 
supply plan 
strategy 

Lack of alignment 
between different 
functions 

Lack of alignment 
between different 
functions 

 

Challenges 
between inventory 
and service targets 

  

Long 
transportation lead 
time to some 
branches 

 

Long 
transportation 
lead time to some 
branches 

  

Invisibility of 
component at 
supplier’s 
warehouse 

  Long lead time 

  
High minimum 
order quantity for 
some products 

To define policy 
in a drop in 
demand 

Adjustment of 
production  Adjustment of 

production 
Pushing 
underperforming 
branches for 
further 
commitment 

 

Pushing 
underperforming 
branches for 
further 
commitment 

Balancing demand 
vs. supply on  Balancing 

demand vs. 
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overall region 
level 

supply on overall 
region level 

 

Collaboration 
approach for 
promotion or 
disposal of 
products 

 

To explain 
difficulty in 

demand 
management 

No real influence 
on direct sellers 
behaviors 

To get all the 
parties/departmen
ts involved and to 
have them held 
responsible for 
the common goal 

No real influence 
on direct sellers 
behaviors 

25% of sales are 
newness without 
any sales history 
to predict demand 

Low forecast 
accuracy 
A long priod 
catalogue planing  
High fluctuation 
in demand 

Complex  
portfolio 

Complex 
portfolio 

To have 
adjustment 
contract with 
suppliers  

 Yes k Yes Yes 

Source: Own 

 
The last part aske the impact of inventory management on the firm performance, in general all 

interviewees believe that there is a relationship between inventory management and 

performance of the company, excess inventory will increase the costs of the operations, and 

shortage of stock will reduce the company productivity.  

 

Table 20. Supply Planner Section (Impact of Inventory Management on the Firm 
Performance), interviews 

Group Supply planner Section Company 
1 

Company 
2 

Company 
3 

Im
pa

ct
 o

f i
nv

en
to

ry
 

m
an

ag
em

en
t o

n 
th

e 
fir

m
 p

er
fo

rm
an

ce
 There is positive connection between 

inventory management and 
performance 

Yes Yes Yes 

Excess inventory will increase the costs 
of the operations Yes Yes Yes 

Shortage will decrease company 
productivity Yes Yes Yes 

Source: Own 
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Inventory Management Section 

The first part of the interview is concerning the type of inventory and the method of inventory 

management. All companies’ inventory management handles raw materials and finished 

goods inventory. In addition, company one and two also have work-in-progress inventory. 

The second and third question was: Which methods does your company use for managing the 

inventories? And, does your company use same method for all types of products? All 

respondents of these questions pointed out that they use perpetual method by a complex 

multi-level automatic system mostly based on micro forecast per item, per market and 

production lead-time. Managing inventory includes global, regional, and market sourced 

inventory, which is not a same method for all types of products. Just the respondent from 

company one answered, they use also JIT method for some valuable products. 

Table 21. Inventory Management Section (Type of Inventory and the Method of Inventory 
Management), interviews 

Group 
Inventory 

management 
Section 

Company 1 Company 2 Company 3 

T
yp

e 
of

 in
ve

nt
or

y 
an

d 
th

e 
m

et
ho

d 
of

 in
ve

nt
or

y 
m

an
ag

em
en

t 

Type of inventory 
Row material Row material Row material 
Work in process Work in process  
Finished good Finished good Finished good 

Method of 
inventory 
management 

Multilevel 
automatic system 
based on micro 
forecast per item, 
per market and 
production lead 
time 

Multilevel 
automatic system 
based on micro 
forecast per item, 
per market and 
production lead 
time 

Multilevel 
automatic system 
based on micro 
forecast per item, 
per market and 
production lead 
time 

Just in time (JIT) 
method for some 
valuable products 

  

Source: Own 

 

The second part of the questions during interview is focused on the activities of inventory 

control. Inventory control activity consists of approach to avoid excess and shortage 

inventory, safety stock and improvement policy. The first approach includes of nine 

questions, which investigated about this subject in deeper insight. To clarify, all companies 

can break down their operating inventory into three major reporting levels: safety stock, 

replenishment and excess, or obsolete stock. Therefore, the participants of each company 

explained that companies make production plan or order products via a supply chain software 
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(called JDA), which the software system is based on forecasted demand, production lead-

time, and safety stock. 

 

To answer, do you think this the most effective method? The respondent from company one 

answered, yes. The respondent from company two does not believe this method is the most 

effective one, since they are not having this functionality live yet and are working more based 

on experience. The next, respondent from company three answered, that the method is fine, 

although you can always find more optimal and innovative solution; indeed, for fast-moving 

consumer goods (FMCG) no just in time method would work, but collecting forecast four 

months before production is a weakness of this method.  

 

In order to avoid specifically excess and shortage inventory the respondents from each 

company emphasize alternative methods. Company one makes adjustments for production 

plans on finished good and pushes its markets which are underperforming further 

commitment in order to balance demand vs. supply on overall region level. The respondent 

believes this method as an effective one. Company two has inventory segmentation tool in 

order to define the different inventory stocks per location, business, and item. The tool shows 

them under and over policy items.  Although, there is too much uncertainly that needs further 

alignment between the sales and forecasting area.  Company three adopts daily demand 

control with integration business management approach, which includes of supply planner, 

inventory management, demand planner, and distribution planner joint decision based on 

actual information about status of products. In the case of drop in demand the supply planner 

will be informed for further action and also push market to add more offer on these particular 

products. It is believed that the information sharing and exchange of information between 

these functions are quick and effective. 

 

To answer the question, what difficulties have your company experienced in demand 

management? The respondent from company one answered, there is complex portfolio 

consisting thousands of products for each category. The respondent from company two 

answered, getting the proper insights and mainly timely insights on market’s behavior and 

translating to the sales expectations, therefore planning forecast. The respondent from 

company three answered, setting forecast based on sales history, which is linked to the active 

direct sellers, and volatility of demand. 
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Considering safety stock approach, all three included companies have safety stock calculation 

regularly. Company one uses a comprehensive approach with different method per SKU 

(stock keeping unit) type as follow: statistical safety stock, manual safety stock, manual safety 

lead-time, and marketing service level agreement. Company two uses statistical safety stock 

and they regard this as an effective method. Company three uses forward coverage for 

calculating safety stock, which cannot to cover all side of risk and just it has ability to cover 

the risk of transportation.   

 

Regarding to the improvement approach through reviewing the elements of supply chain and 

looks for opportunity to improve quality and operational efficiently interviewees answered 

yes they have improvement approach, although sometimes systems, policies and procedures 

block improvement. 

 Table 22. Inventory Management Section (Inventory Control Activities), interviews 

Group 
Inventory 

management 
Section 

Company 1 Company 2 Company 3 

In
ve

nt
or

y 
C

on
tr

ol
 A

ct
iv

ity
 

To break down 
your operating 
inventory into 
three major 
categories of 
reporting levels: 
safety, 
replenishment, 
and excess or 
obsolete  

Yes Ye Yes Yes 

To make 
production plan 
via supply 
planning software 
system based on 
forecasted 
demand, 
production lead-
time, and safety 
stock 

Yes Y Yes Y Yes Y 

To explain the 
company strategy 
against avoiding 
excess and 
shortage 

Pushing 
underperforming 
market for further 
commitment 

 

Pushing 
underperforming 
market for further 
commitment 

 

Identify under and 
over policy item 
via inventory 
segmentation tool 
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Daily demand 
control with 
integration 
business 
management 
approach 

To explain the 
company 
difficulty in 
demand 
management 

Complex product 
portfolio c   

 

Getting the proper 
insights and 
mainly timely 
insights on 
market’s behavior 

 

  

Setting forecast 
based on sales 
history, which is 
linked to the 
active direct 
sellers 

  Volatility of 
demand 

To have Regular 
safety stock 
calculation 

Statistical safety 
stock as an 
efficient way 

Statistical safety 
stock as an 
efficient way 

 

  
Forward coverage 
method as an 
inefficient way 

To have approach 
to improvement  Yes Yes Yes 

Source: Own 

 

The third part of interview focused on coordinative activities. Regarding the information flow 

between different functions such as inventory, supply and marketing various types of 

computer program are used in the all companies. The computer programs provide report to 

exchange information between functions. Regular meeting between functions is another tool 

to exchange information and functions integration for making decision. Interviewees from 

company one and three assess the information flow between the functions moderately 

satisfied and from company two slightly satisfied. 

The question about which function have been decided the key inventory-related policy, such 

as striking the right balance between customer service and cost-effective product inventory 

levels, all interviewees answered a cross function team decide although, each company base 

on organizational structure has own team structure.  Respondent from company one answered 

regional sales & operations planning process drive such decision.  Respondent from company 
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two answered logistics in cooperation with sales and marketing agree on yearly basis on 

service level agreements. Respondent from company three answered a cross function team for 

such decision includes of inventory management, supply planner, distribution planner and 

forecast functions. Supply planner determines optimal frequency for producing or ordering 

product base on lowest total cost. All respondents believe marketing department involvement 

in the process of balancing demand and supply, and inventory priority is a little. When asked 

is there any coordinative activity between the supply planner, marketing, and inventory teams 

in order to get the best product flow, when the company order products? Company one 

answered yes, there is a platform between commercial and supply chain to address biggest 

excess inventory, align of flows and progress reporting. Company two answered yes, but 

there is a lack of clarity and managing of exceptions towards each other. Company three also 

answered yes, but it is more supply planner question.  

Table 23. Inventory Management Section (Coordinative Activities), interviews 
Group Inventory 

management section 
Company 1 Company 2 Company 3 

C
oo

rd
in

at
iv

e 
A

ct
iv

iti
es

 

Tools for information 
sharing and integration 
between functions  

Information 
sharing and 
integration via 
computer 
programs’ reports 
and meeting  

Information 
sharing and 
integration via 
computer 
programs’ reports 
and meeting  

Information 
sharing and 
integration via 
computer 
programs’ reports 
and meeting  

To assess information 
flow by respondents 

Moderately 
satisfied  Moderately 

satisfied 
 Slightly satisfied  

To decide key 
inventory related policy  

Cross functional 
team decide key 
inventory related 
policy 

Cross functional 
team decide key 
inventory related 
policy 

Cross functional 
team decide key 
inventory related 
policy 

To assess the 
involvement of 
marketing team in 
balancing supply and 
demand  

A little A little A little 

To have coordinative 
activities between the 
supply planner, 
marketing, and 
inventory teams in 
order to get the best 
product flow  

Yes Yes Yes Yes 

Source:  Own 
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The last part asked about the impact of inventory management on firms’ performance. In 

general all interviewees believe that there is a relationship between inventory management 

and performance of the company, excess inventory will increase the costs of the operations, 

and shortage of stock will reduce the company productivity.  

Table 24. Inventory Management Section (Impact of Inventory Management on the Firm 
Performance), interviews 

Group Inventory management section Company 
1 

Company 
2 

Company 
3 

Im
pa

ct
 o

f i
nv

en
to

ry
 

m
an

ag
em

en
t o

n 
th

e 
fir

m
 p

er
fo

rm
an

ce
 There is positive connection between 

inventory management and 
performance 

Yes Yes Yes 

Excess inventory will increase the costs 
of the operations 

Yes Yes Yes 

Shortage will decrease company 
productivity 

Yes Yes Yes 

Source: Own
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Analysis Chapter 
In this section, all the empirical data are analysed. The analysis is constructed through each 

function’s role and also integration among them in inventory optimization and demand 

management.  In order to understand the empirical data better, in the last section of the 

analysis chapter put the interviews from different functions, which are in the same group of 

questions, under Interdepartmental Analysis. 

 

The above-presented empirical findings are compared with existing theory in three parts of 

inventory, supply planner and marketing.  

Marketing  

The outcome of the interview questions in the section of demand insight shows that the 

dominating role of marketing in providing demand information has started when they are 

creating a new product. The companies investigate customer preference and market demand 

by quantitative and qualitative methods. Griffin & Hauser (1996); Min & Mentzer (2000); 

Wind (1981) are only some examples of scholars that have pointed out the importance of 

marketing on providing information about customer needs and demand. The empirical 

findings show that most of the time this information helps to anticipate correct demand for 

products and it has a great impact on companies’ success. But in the second part of this 

section of the findings the marketing activity in demand stimulation for existing products does 

not seems strong enough, as respondents claim that demand forecasters, supply planner and 

excess teams play bigger role in monitoring demand changes during the product life cycle. 

The marketing team focus more on the creation of the product with maximum potential in 

sales at new product development stage. Tatikonda & Montoya-Weiss (2001) pionts the 

operation management emphasis the internal perspective such as product quality, and unit 

cost, while marketing management has an external perspective such as sales, customer 

satisfaction, profitability, and the market share of a new product. From marketing team point 

of view, there are several reasons for difficulty in demand management: short horizon for 

demand planning, forecast accuracy, low product coverage, and setting forecast too early. To 

forecast better marketing must have a clear picture of how many of products can be sold, and 

it must provide a more or less a clear picture of future demand. This may help to get an 

adequate supply to meet customer demand. Forecast accuracy, demand planning, and finally 

setting the forecast, depends on marketing’s view of future demand. But it seems all 



 54 

 

marketing activities are directed toward establishing and developing a new product. New 

product development, as a part of marketing activities, needs to take demand information 

more seriously.  

 

I was also keen to deepen my understanding about marketing’s dependency on inventory, 

when deciding on new product development. Two companies claim that they decrease 

inventory status and excess inventory, by giving offers on overstock. There is Also a cross 

functional approach between inventory, supply planner, and the new product development 

teams. Although, this integration happens more in the final phase, when they decided to 

discontinue a product, not during a product’s life cycle. The findings are in the line with 

Junner et al. (2007), who claim that marketing needs to involve the data of other departments 

in their decision-making. 

 

The findings about the impact of advertising and price policy as a one of the marketing 

strategies on optimal inventory are in line with Shah et al. (2013) and Hausman et al. (2002) 

claiming that both advertising and price policy have great effect in the case of surplus 

inventory. 

 

However, respondents assessed the quality of the coordinative activity on different levels of 

satisfaction, the result shows there is information sharing, trust, collective responsibility and 

finally, integration between marketing, inventory, and supply planner. Indeed, findings show 

the degree of integration still needs to be improved to reach up to the most efficient level. 

Juntter et al. (2007) states that cooperation between marketing and supply chain can create 

value for the company, also Sawing & Piper (2002) argue that integration between marketing 

and supply chain helps to decrease inventory of finished products.  

Supply Planner 

Cooper & Elram (1993), Bourland et al. (1996), and Fu (2005) argued that the management of 

inventory, as the main part of supply chain management, and the optimal inventory is 

sensitive to order and production cycle. The outcome of the interviews shows that the supply 

planners are familiar with the inventory management strategy and related policies.  

 

The answers to questions regarding to the difficulty in supply planning, demand management, 

and inventory management have revealed several weaknesses. The weaknesses are 
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categorized into three segments: internal strategy of company, marketing strategy, and the 

relationship between the companies and their suppliers: 

1) Internal strategy: the weaknesses in this segment include the following: limited 

horizon of excess inventory planning, challenges between inventory and service 

targets, low forecast accuracy, long decision making process, getting all the 

parties/departments involved and to keep them responsible for the common goal (lack 

of alignment between different functions), planning long in advance. Lambert & 

Cooper (2000) suggests that the successful supply chain closely relates to the structure 

of activities and processes within and between companies and coordinate activities 

within the key members of the supply chain. Setting plan long in advance, in the 

testing phase of product development, causes low accuracy in forecasting. When sales 

fall at the decline of the product life cycle, the company needs a plan to decrease the 

excess stock in the shortest amount of time. Christopher (2000) argued that shortening 

life cycles, global economic, and competitive forces, create turbulent markets and 

additional uncertainty for firms. Supply chain in organizations need agile responsive-

ness to the changes in market demand, in terms of both volume and variety.  

 

2) Marketing strategy: the weaknesses in this segment include the following: 25% of 

sales are from new products without any sales history that help to predict demand, no 

real influence on direct sellers’ behaviors, high fluctuation in demand, wide and 

complex product portfolio, and a lack of final decision from marketing in a timely 

manner for excess inventory. According to Christopher (2000) the limited 

predictability of real demand is the major problem in most supply chains, because 

supply chains tend to be forecast-driven, rather than demand-driven. Firms make 

forecasts based on past sales and not based on actual customer requirements, and then 

convert the forecast into inventory levels. The findings show that the marketing team 

is not active enough to responds to the unpredictable consumer behaviour in market. 

The cosmetic industry is based on customer preferences and to predict consumers’ 

behaviour and react to them in a timely manner play a major role in matching supply 

and demand. Product diversity (a product with several variants, which each one 

belongs to a specific country) prevents the reallocation of products between branches 

in different countries. A wide and complex product portfolio, i.e. having too many 

stock keeping units (SKUs) in too many places, prevents the easy monitoring and 

reviewing of products’ statues.  
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3) The relationship between the companies and their suppliers: the weaknesses in this 

segment include the following: long lead-time; lack of component visibility at 

suppliers’ warehouse, several suppliers of one product, and high minimum order 

quantities. Lambert & Cooper (2000); Bourland et al. (1996) pointed out that a 

successful operation requires the continuous flow of information between the 

company and its suppliers, in order to create best product flow. Making decisions 

based on this kind of demand information and communication will reduce inventory 

level for both supplier and customer. But long lead-times and several suppliers of each 

product make it difficult to react to demand changes in a timely manner. Helo & 

Szekely (2005) named the improvement of productivity across the supply chain, as 

typical goals, in order to reduce total inventory levels and cycle time for orders. Close 

cooperation between the company and suppliers in sharing information gives a better 

view of the product status and accordingly better planning for the product. The 

invisibility of components in suppliers’ warehouse shows that sharing information 

between the company and its suppliers is not efficient enough. 

 

Parente et al. (2008); Sawhney & Piper (2002) pointed out the importance of coordinative 

activities and that the decreasing of inventories of finished goods can be achieved by the 

integration between marketing and operations. The findings in my study show that there is not 

enough coordinating activities between marketing, supply planner and inventory management 

through all stages of the product flow. The coordinative activities are just at the earliest or 

final stages of the product flow and can thus not serve to react in a timely manner to the 

demand changes and to excess inventory. This is why researchers point out the importance of 

sharing information and integrating marketing and operations through all stages of the 

product flow (Swink & Song, 2007; Lambert & Cooper, 2000). 

 

The outcome of the interview questions in the demand approach section show that all three 

companies have an approach to reduce the total inventory level and the cycle time for orders 

and for adjusting contracts with suppliers. The supply planner team is a lead in reviewing 

opportunities to reduce total inventory. Through this approach the marketing team play a role 

more just in the new product development phase and in the reduction of excess inventory at 

the end phase. The inventory team helps to improve this process by the calculation of accurate 

safety stock and by providing an excess inventory report to deplete the excess between 
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markets and to highlight the risk of excess in future. Christopher (2000) mentioned the 

limitation in predict of real demand is the major problem in supply chains. Findings show to 

hedging against demand uncertainly, supply planners have several policy, as follows: safety 

stock, safety lead-time, service level agreements with commercial team, and tighter 

cooperation with demand planner in each region. Fu (2005) pointed out that the 

synchronization of inter-enterprise processes and available information can improve decision-

making and the efficiency of supply chain management. The answer to the question regarding 

to the policy in drop in demand have revealed several approach in this aspect:  adjustment of 

production, pushing underperforming branches for further commitment, balancing demand vs. 

supply on overall region level, collaboration approach for promotion or disposal of products.  

Inventory Management 

The outcome of interviews in the first part of the inventory section shows the methods of 

inventory management that companies use, are the same, but in some details slightly 

different.  

 

Robert & Donhauser (2012) pointed out that to reduce imbalance between demand and 

supply, firms apply various methods of inventory management. The empirical findings have 

revealed that companies are using a multi-level automatic systematic method and sometimes-

manual calculation to manage their inventory. 

 

Based on this general information about inventory management in each company, control 

activity was considered in the second part of the questions. Whybark & Williams (1976) have 

pointed out that safety stock protect a company against uncertainty of demand and raw 

material uncertainly. Relph & Barrar (2003) have also argued that inventory has a major 

effect on business profitability and that companies need to deal with three conditions: safety 

stock, replenishment of cycle stock, and excess stock. Surplus inventory can be result of poor 

planning, associated with safety stock and replenishment of stock and possible excess 

inventory.  

 

To avoid excess and shortage inventory, all participants’ answer shows that the inventory 

management team can control inventory level and provide accurate information about 

inventory status. The inventory teams are doing many activities to control inventory, and 

there is not any single activity, which helps to avoid excess or shortage. And still there are too 
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much uncertainly between forecast and real demand. Indeed control activities play a more 

important role in seeing excess or shortage than to avoid them. The activities done in these 

companies to avoid excess and shortage are: pushing underperforming markets for further 

commitment, identify the products, which are under or over the forecast, by using the 

inventory segmentation tool, and daily demand control with an integrated business 

management approach. 

 

Considering the difficulties in demand management our study revealed the following points: a 

lack of insight on market behaviour, complex product portfolio, demand volatility, and the 

setting forecasts based on sales history. The issues impact the forecast accuracy and have 

significant effects on demand management. Indeed, maintaining up-to-date on demand 

information can increase forecast accuracy. The respondents pointed out two different safety 

stock calculations: statistical and forward coverage calculations. But calculating safety stock 

based on forward coverage method cannot protect the company against uncertainty and 

variability of product demand and supply (since the forward coverage method is based on the 

time to supply), it can only protect against the risk of delay in transportation of products to 

inventory.  Moreover, the outcome of the interviews shows all companies’ policies and 

procedures are open to improvement.  

 

In the section of coordinative activities, the outline of interviews shows that the respondents 

are not satisfied with the information flow between different functions; despite a lot of 

computer program in the systems of each company. A cross functional team, including the 

operations, marketing, sale, and forecasting departments (the form of which depends on each 

company’s organization structure) take decisions about key inventory policy. According to 

Hendrichks & Singhal (2009) excess inventory can indicate that some parts of the supply 

chain process are not working smoothly, as well as there is a lack of coordination between 

different functions in organization, such as marketing and operations. The interviews show 

that the marketing team is involved a little in the balancing of supply and demand. 

  

In line with Song & Zipkin ( 1996); Schwartz & Rivera (2010); Jiangab et al. (2011), the 

empirical study shows inventory management is important for firm performance. Excess 

inventory will create more cost for the company and the shortage of inventory has negative 

effects on the company’s productivity. It will not be able to get the highest productivity from 

its resources. Schwartz & Rivera (2010) point out that firms compete on a global scale with 
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effective inventory management, to deliver a desire product with sufficient quality at right 

time and a correct place.  

Interdepartmental Analysis  

Canever et al. (2008) point out customer demand should be at the core of the entire flow of 

products and services, to be able to serve the final demand. Firms need to customize their 

products/services more than in the past to meet the unique needs of each market and to 

compete with other companies. Comparing empirical findings in marketing section, supply 

planning and inventory management in part of difficulty in demand management, shows 

while marketing is focusing on creating product with high potential sales to cover variant 

customer preference, such wide product portfolio is a major problem for both supply planner 

and inventory management. Canever et al. (2008) believes a sudden increase in types, sizes, 

shapes, colors, and packages of products introduced every year, have forced companies to 

hold excess inventory. Therefore, customer demand should be at the core of the entire flow of 

products and services, to be able to serve the final demand. The empirical findings in line 

with Canever et al. (2008) indicate the product diversity would increase the risk of high 

excess by decreasing reactive or proactive responses and flexibility against demand changes.  

The findings show marketing requirements and production plans do not coordinate on an 

enterprise-wide basis. In the process of demand chain management, it is important that 

marketing consider balancing customer needs and supply chain management capabilities. 

Marketing at earlier stage needs to involve supply planning and inventory management in the 

product planning, if the plan does not work successfully for the business, it would be better to 

ignore it at that stage to avoid holding excess stock in the future. Additionaly, marketing 

efforts need to become more common for developing and marketing new products, as well as 

managing current ones. 
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Table 25. Comparing difficulty in demand management among marketing, supply planner, 
and inventory management, interviews 

 
Source: own 

 
Respondents in all functions mentioned the inaccurate forecast and setting forecast based on 

sales history as deterrent factors for managing demand. These factors indicate that 

understanding costumers’ need in time is been missed in the process of demand chain 

management. According to Heikkilä (2002) demand change management emphasizes on 

understanding customer needs and the effective connection between supply chain 

management and marketing in order to give them right offering. In fact, supply chain process 

starts from the customer end. The outcome of primary data analysis in part of coordinative 

activities in supply planner and inventory management section indicates that marketing team 

does not have enough efforts on demand creation and balancing supply and demand. Jüttner et 

al. (2006) believe demand chain management links the demand creation and fulfillment 

processes, by starting with customer needs. Marketing, product management, and customer 

relationship management, are competencies in the demand creation. Supply chain 

management, operations, logistics, and manufacturing, are competencies in demand 

fulfillment.  

 

 

 

 

 

 

 

Company 1 Company 2 Company 3 Company 1 Company 2 Company 3 Company 1 Company 2 Company 3

Short horizon for 
demand planning

No real influence 
on direct sellers 
behaviors

No real influence 
on direct sellers 
behaviors

Complex 
product 
portfolio

Low forecast accuracy

25% of sales are 
newness without 
any sales history 
to predict demand

Low forecast 
accuracy

Getting the 
proper insights 
and mainly 
timely insights 
on market’s 
behavior

Lack of  
flexibility from 
system

Lack of  
flexibility from 
system

A long priod 
catalogue planing 

Setting forecast 
based on sales 
history, which is 
linked to the 
active direct 
sellers

Low product 
coverage

High fluctuation 
in demand

Volatility of 
demand

Setting forecast 
two early

Complex 
portfolio Complex portfolio

Marketing*Section Inventory*management*SectionSupply*Planner*Section

Difficulty 
in 
demand 
managem
ent

To get all the 
parties/departme
nts involved and 
to have them 
held responsible 
for the common 
goal
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Table 26. Comparing the role of marketing in demand management among marketing, supply 
planner, inventory management, interviews 

 
Source: own 

According to Tatikonda & Montoya-Weiss (2001), there is a relationship between operational 

success and market success, indeed operational success cannot be viewed as a final target, 

because the bottom line is ultimately driven by market success. The outcome of empirical 

chapter in the supply planning section shows some of the defects in meeting demand as, long 

lead time, lack of component visibility at suppliers’ warehouse, several suppliers on one 

product, and high minimum order quantity (see table 16). Additionally, customer behavior has 

become less predictable as market’s need diversifies; the companies need to manage supply 

chain to rapidly meet demand. There is a need for both marketing and supply planner to 

reengineer their process to create value for the end customers.  

 

Investigating the empirical data in the group of coordinative activities questions among 

marketing, supply planner, and inventory management indicates there is coordinative 

activities and information sharing among these three functions. But the integration between 

marketing and operation mostly is at a high-level of integration (not in details) in specific 

situation (such as positioning initial quantity, discontinuation of the products, to address 

biggest excess inventory, and deciding key inventory policy). The marketing function 

assessed the integration, trust, and collective responsibility between three functions as 

moderately satisfactory. Moreover, from supply planner point of view, the weakness part of 

coordinative indicates collaboration has not been implied in all stages of product life cycle 

Supply Planner Section Company 1 Company 2 Company 3
Moderate satisfied

Slightly satisfied
Not at all satisfied

Inventory Management Section Company 1 Company 2 Company 3
To assess the involvement of 
marketing team in balancing 
supply and demand 

A little A little A little

Marketing Section Company 1 Company 2 Company 3
Forecast team anticipate demand 
based on sale

Forecast team anticipate demand 
based on sale

Trendsetters confirm forecasted 
demand
Sometimes Sometimes

Always
Responsibility of Demand 
forecasting team

Needs cross functions approach 
between operation and marketing 
team

Needs cross functions approach 
between operation and marketing 
team

To assess the role of marketing in 
predicting real demand

To anticipate demand changes 

Frequency of monitoring demand

Minimising limitation in 
forecasting demand
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(see table 26). Indeed, apart the satisfactory information sharing, there is a collaboration gap 

between marketing and operation. To consider the role of marketing in demand management 

(see table 25) the findings indicate marketing does not have efficient efforts in providing 

customer demand information and monitoring demand changes. The outcome is not in line 

with Juntter et al. (2007) that argue collaboration and integration between marketing and 

supply chain management implies a mutual understanding of exchanged information and 

collective goals. Marketing should provide information about customer demand, new 

product/customer opportunities, and feedback on over/under service. On the other hand, 

supply chain management should provide information about lead-time, capability, and the 

plan costs.  

Table 27. Comparing collaboration among marketing, supply planner, inventory 
management, interviews 

 

Source: own  

Company 1 Company 2 Company 3 Company 1 Company 2 Company 3 Company 1 Company 2 Company 3

Tools for information sharing 
and integration between 
functions 

__ __ __ __ __ __

Moderately 
Satisfied

Very 
Satisfied

Very 
Satisfied

Moderately 
satisfied

Moderately 
satisfied

Very 
Satisfied

Very 
Satisfied

Moderate 
satisfied

Slightly 
satisfied

There is a coordinative activity 
between supply planner, 
inventory, marketing

Ye Yes s Ye Yes s Ye Yes s Ye Yes s Ye Yes s Ye Yes s Ye Yes s Ye Yes s Ye Yes s

To address 
biggest 
excess 
inventory

Collaboration 
in order to 
position 
initial 
quantities 
before lunch 
a product

The 
coordination 
between 
these 
functions 
during the 
end-phase at 
product 
discontinuati
on 

Align 
information 
flow and 
reporting
The 
coordination 
between 
these 
functions is 
only done 
during the 
end phase

A lack of 
timely 
manner of 
actions on 
excess

No 
integration 
from 
marketing 
team apart 
from the 
forecasting 
figure
The process 
is very 
standardized

To decide key inventory related 
policy 

Very 
Satisfied

Moderately 
satisfied

Slightly 
satisfied

Moderately 
Satisfied

Moderately 
Satisfied

Very 
Satisfied

Moderately 
satisfied

Moderately 
satisfied

Slightly 
satisfied

To assess the integration 
between marketing, inventory 
management, and supply 
planner in your company

Cross functional team decide key 
inventory related policy

To asses degree of trust 
between marketing and supply 
planner in the panning of 
products
To assess collective 
responsibility between 
operation and marketing in 
final result of product planning  

Marketing*Section Supply*Planner*Section Inventory*management*Section

To assess the quality of 
information flow

The strength part of 
coordination activity between 
these functions

The weakness part of 
coordination between these 
functions

Information sharing and integration via 
computer programs’ reports and meeting 
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Conclusions   
Based on the empirical findings and the analysis, the followings are the conclusions aimed at 

answering the research questions.  

Answer to research questions  

Q1: What are the roots causes for excess inventory across integration of marketing, supply 

planning, and inventory management? 

It is clear that there is a lack of alignment between different functions, and the integration 

between these functions happens more in the final phase, when they decided to discontinue a 

product, not during a product’s life cycle. All functions are not enough involved and 

responsible for the common goal for the firm, and a timely final decision from marketing is 

lacking concern excess inventory. The integration between functions still needs to be 

improved to be more efficient. Indeed, as a result of above weaknesses there is a lack of 

decisions, which are taken in a timely manner on excess inventory and decision-making 

process is long. Despite each company is having many computer programmes; the interviews 

show that the information flow among different functions is not efficient.  

 

A comparison between the approaches to demand in the marketing and supply planner 

sections shows that the marketing team is more effective in providing demand insight just at 

the level of developing a new product. However, the supply planning and inventory 

management can play an important role to balance demand and supply in order to optimize 

inventory, if they have a close integration. 

 

Q2: Are there other causes of excess inventory than the quality of the integration of 

marketing, supply planning, and inventory? 

As explained in the previous chapter, there are some noticeable roots cause excess inventory 

apart from the integration of marketing, supply planning, and inventory management. The 

lack of forecast accuracy is pointed out by respondents in several parts of interviews. The 

wide product portfolio, product diversity, planning far in advance, and long lead time make it 

difficult to monitor a product’s status during its life cycle in different locations, as well as 

being flexible toward demand changes. It is noticeable that some weaknesses lead to low 

forecast accuracy: unpredictable behavior of direct sellers, high fluctuation in demand, and 

having new products without any sales history. The lack of efficient information flow 

between the company and its suppliers makes the company does not have access to the 
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number of components at the suppliers’ warehouse, consequently the firm has a poor planning 

for the product. Indeed, the company needs to improve the alignment of the key business 

processes within the company and between companies in order to increase overall 

effectiveness. 

Q3: What is the role of marketing in demand management? 

Based on the interviews, the role of marketing in demand management starts in getting insight 

in the market demand at the first stage of new product development process. For the supply 

planner and inventory management teams, marketing is not good enough in predicting 

demand; they more focus on creating products with the sales maximum potential. 

Advertising, price policy, and discontinuation of the product are marketing decisions for 

balancing demand and supply during the product’s life cycle.  
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Theoretical and Managerial Implications 
This study shows that excess inventory is caused by several issues: poor management of 

demand forecasting, wide product portfolio, long lead time, the lack of sharing information 

between the company and its suppliers, and an ineffective strategy to avoid excess inventory. 

The theoretical contribution of this study highlighted the role of demand management in 

providing optimize inventory. Answering what, when, where, and how much should be 

produced needs a collaborative decision between marketing and supply chain. Marketing 

needs an efficient insight on predicting demand in order to enhance forecasting and 

monitoring demand. As marketing is an entity, which create and bring new products in a 

company so it needs deep insight in markets demand, therefore forecast demand and involve 

in balancing demand and supply during product life cycle. The role of marketing in demand 

management still needs investigation from different corner in order to improve demand 

forecasting and accordingly optimize inventory. 

There are several managerial implications resulting from the findings of the research. The 

company needs to have systems and processes to ensure a high level of visibility, 

coordination and communication of work at all points and locations (all branches located in 

different countries) between marketing and supply chain. Indeed, collaboration and 

integrating activities between marketing, supply planning, and inventory management require 

more communication in term of regular meetings and sharing information at all stages of the 

product’s life. It is critical that work and the plans of each function are integrated to optimize 

inventory. In order to support an optimized inventory strategy all relevant departments must 

have review-meetings with the aim to reach a consensus about the product planning for the 

both sides of demand and operations align with overall strategic goals of the company.  

In order to resolve uncertainly demand, marketing should take the task more seriously to get 

information about market demand. The outcome of this study warns managers that they need 

to provide information of market demand based on consumers’ need in time, not setting 

forecasts based on sales history, as consumers preferences are changing more frequently. 

Indeed, accurate forecast needs accurate information as an input and continuous analysis of 

previous forecasts. The demand management process emphasises the continuous gathering 

and reviewing of the market’s information. However, a wide product portfolio would increase 

the variety of the customers’ preference that a firm can target, and create a lot of stock in 

warehouses, which would be difficult to analyse statues if they are over/under forecast. 
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Reflection on my study and Further studies 
The study has been conducted based on three big direct sale company in cosmetic industry, 

which variety and innovation in products and demand fluctuation are high. In addition, the 

interviews has been conducted across three main entities in an organization, which are the key 

segments in the process of managing demand and setting inventory level: marketing, supply 

planner, and inventory.  These elements are very appropriate and worthy in the research area. 

The process of managing demand and setting inventory levels in order to optimize inventory 

includes several dimensions and processes in organizations. Demand forecasting, supply 

planning, strategic planning, economy, competitors, and customers are the root causes of 

excess inventory. This study is a qualitative research, which just focuses on inventory 

optimization across integration between marketing and supply chain management.  

The study conclude marketing is not good enough in predicting demand, also forecast 

accuracy is a major problem in demand management, thus further study would be to 

investigate how marketing can improve predicting demand in order to provide accurate 

forecast. 

Across the study’s findings advertising, price policy, and discontinuation of the product, are 

marketing decisions for balancing demand and supply during the product’s life cycle, it would 

be interesting to do a quantitative study to measure influence of these decisions on balancing 

a product demand and supply to get a deeper and more detailed picture in this filed. In 

addition, further research is needed to investigate if there are additional marketing role, which 

influence on matching demand and supply in order to optimize inventory level.  

One of the research findings indicates that flexibility toward demand changes is important 

factor in order to avoid excess inventory, which can be taken into consideration for future 

study. 
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Attachment 

Attachment 1: Marketing Section Operationalizing 
Marketing 
Group Interview questions Alternative Motivations/Comments 

A
pp

ro
ac

h 
to

 d
em

an
d 

1) Which method does your 
company use to collect customer 
insight when developing a new 
product? 

 This group is included 
questions on the 
method, which a firm 
uses to collect 
customer insight when 
is developing a new 
products and 
accordingly the role of 
this step in providing 
more correct demand 
information. Moreover, 
the ability of marketing 
in monitoring demand 
and their approach to 
demand changes is 
investigated in this 
part. 

2) How important is this step for 
the company‘s success? 

(a) Not at all (b) A 
little (c) A moderate 
amount        (d) a lot  
(e) a great deal 

3) Does this demand information 
help to anticipate the correct 
demand for products? 

(a) Yes   (b) No  

4) How does marketing 
management anticipate demand 
changes for the near future? 

 

5) How do you monitor the 
demand changes during a 
product’s life cycle? 

 

6) How often, during a product’s 
life cycle, do you monitor 
demand information for the 
products? 

(a) Never (b) Rarely     
(c) Sometimes           
(d) Frequently     
(e) Always 
 

7) What is the policy of 
marketing management in the 
case of drop in demand? 

 

8) Concerning your monitoring 
of the demand; How do you try 
to match demand, supply, and 
inventory levels in the case of 
product surplus? Do you have 
any approach for this situation? 

 

9) What difficulties do your 
company experience concerning 
demand management? 

 

10) What is your approach for 
minimizing the limitation in 
forecasting of reliable demand? 

 

M
ar

ke
tin

g 
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ve
nt

or
y 

de
pe

nd
en

cy
 

11) Do you consider the 
inventory levels, in deciding 
which new products should be 
developed? 

(a) Yes   (b) No Marketing inventory 

dependency is question 

on how inventory level 

has an effect on 

marketing decision. 

Indeed, in the process 

12) Do you consider excess 
inventory, in deciding which new 
products should be developed? 

(a) Yes   (b) No 

13) Does the risk of future or 
current excess inventory affect 
your plan to developing new 
products? 

(a) Yes   (b) No 
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14) How do you manage the 
trade-off between the satisfaction 
of market/customer requirement 
and the company’s inventory 
level? 

 of making decision 

about new product 

development how 

much marketing team 

consider about excess 

inventory and involve 

the knowledge and 

data of other 

departments in their 

decisions.  

 

Th
e 
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dv
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g 
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d 
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e 
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y 
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 d
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15-1) How do you assess the 
importance of product 
advertising, in case of surplus 
inventory? 

(a) Not at all important                
(b) Somewhat 
unimportant               
(c) Somewhat 
important (d) Neutral    
(e) Very important  

The questions about 
advertising and price 
policy as marketing 
strategies aimed to 
investigate about 
impact of them on 
optimal inventory. 15)-2 How much does it have an 

effect on reducing surplus of 
products? 

(a) Not at all               
(b) A little                 
(c) A moderate amount 
(d) a lot (e) a great 
deal 

16-1) How do you assess the 
importance of price policy, in 
case of surplus inventory? 

(a) Not at all important                
(b) Somewhat 
unimportant               
(c) Somewhat 
important (d) Neutral    
(e) Very important 

16-2) How much does it have an 
effect on reducing product 
surplus? 

(a) Not at all               
(b) A little                 
(c) A moderate amount 
(d) a lot (e) a great 
deal 

C
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e 
A
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17) Is there any coordinative 
activity between supply planner, 
marketing and inventory teams in 
order to have best product flow, 
when the company would like to 
order products? 

 (a) Yes   (b) No In Coordinative 
activity questions are 
tried to investigate 
about the degree of 
integration between the 
three functions and the 
quality of information 
flow between them and 
also the degree of 
responsibility of each 
function toward 
demand management. 

18) How do you assess the 
information sharing between 
operations and marketing? 

(a) Not at all 
satisfied (b) Slightly 
satisfied  (c) 
Moderately satisfied 
(d) Very satisfied  
(e) Extremely 
satisfied 

19) How do you assess the a) Not at all satisfied 
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degree of trust and respect 
between marketing and supply 
planner teams, in the planning of 
products? 

(b) Slightly satisfied  
(c) Moderately 
satisfied (d) Very 
satisfied  
(e) Extremely 
satisfied 

20) How do you assess the 
information sharing between 
marketing and supply planner 
teams, in the planning of 
products? 

a) Not at all satisfied 
(b) Slightly satisfied  
(c) Moderately 
satisfied (d) Very 
satisfied  
(e) Extremely 
satisfied 

21) How do you assess the 
collective responsibility of the 
marketing and operations teams 
for the final result of product 
planning? 

a) Not at all satisfied 
(b) Slightly satisfied  
(c) Moderately 
satisfied (d) Very 
satisfied  
(e) Extremely 
satisfied 

22) How do you assess the 
integration between marketing, 
inventory management, and 
supply planner in your company? 

a) Not at all satisfied 
(b) Slightly satisfied  
(c) Moderately 
satisfied (d) Very 
satisfied  
(e) Extremely 
satisfied 

Im
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23) Do you think there is a 
relationship between inventory 
management and performance 
of this company? If Yes, what 
kind of relationship? (Positive or 
negative) 

 Question about the 
impact of inventory 
management on firms 
performance seek to 
examine the 
knowledge of 
marketing team about 
the importance of the 
right inventory level. 

24) Do you think there is a 
relationship between excess 
inventory and costs of 
operations? If Yes, what kind of 
relationship? (Positive or 
negative) 

 

25) Do you think there is a 
relationship between shortage of 
stock and company productivity? 
If Yes, what kind of relationship? 
(Positive or negative) 
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Attachment 2: Supply Planner Section Operationalizing 
Supply Planner 
Group Interview questions Alternative Motivations/Comments 

Su
pp

ly
 In

ve
nt

or
y 

D
ep

en
de

nc
y 

1) How much are you familiar 
with the term inventory 
management? 

(a) Not at all               
(b) A little                 
(c) A moderate amount 
(d) a lot (e) a great 
deal 

Supply inventory 
dependency is 
questions of awareness 
of supply planners 
about inventory 
management function 
and inventory situation 
when they are making 
decision for product 
planning. Since, the 
more knowledge about 
inventory management 
policy and process and 
more accurate data 
about inventory level 
helps to improve more 
alignment of supply 
planner decisions in 
planning of products. 

2) Do you believe that your 
company is managing its 
inventories in the most 
effective way? 

(a) Yes   (b) No 

3) Please explain the weakness 
and strength of the managing of 
excess inventory in your 
company 

 

4) Do you have enough 
information of the companies’ 
inventory situation, when you 
order products? 

(a) Yes   (b) No 

C
oo

rd
in

at
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e 
A

ct
iv
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5) Is there any coordinative 
activity between supply 
planner, marketing and 
inventory teams in order to 
have best product flow, when 
the company would like to 
order products? 

(a) Yes   (b) No Coordinative activity 

investigates about the 

degree of integration of 

the functions and 

information sharing in 

new production flow. 

The efficient 

connection between the 

functions provides 

more competitive 

advantage for firms by 

decreasing inventories. 

6) If yes, which part of the 
process is strong and which 
part is weakness? Please 
explain your answer? 

 

7) How do you assess the 
quality of the information flow 
between the supply planner, 
marketing and inventory 
teams? 

a) Not at all satisfied 
(b) Slightly satisfied  
(c) Moderately 
satisfied (d) Very 
satisfied  
(e) Extremely 
satisfied 

8) How do you assess the role 
of marketing, in predicting real 
demand? 

a) Not at all satisfied 
(b) Slightly satisfied  
(c) Moderately 
satisfied (d) Very 
satisfied  
(e) Extremely 
satisfied 

A
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a
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D
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9) Do you have an approach for 
reducing total inventory level 
and cycle time for orders? If 
yes, please explain the role of 

(a) Yes   (b) No  

Agile respond to the 
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the inventory and marketing 
teams in your strategy. 

demand changes as a 

typical goals of supply 

chain has direct effect 

on inventory level is a 

area of the approach to 

demand changes 

questions. These 

questions make an 

effort to examine the 

ability to overcome 

demand changes by 

supply planner. 

10) How do you overcome 
demand changes, in order to get 
an optimal inventory level? 

 

11) What difficulties have your 
company experienced in its 
supply planning strategy?  

 

12) What difficulties have your 
company experienced in 
demand management? 

 

13) Do you have adjustment 
contracts with your suppliers, 
in order to control inventory 
level? 

(a) Yes (b) No                      
(c) yes, just for same 
cases 
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14) Do you think there is a 
relationship between inventory 
management and performance 
of this company? If Yes, what 
kind of relationship? (Positive 
or negative) 

 Question about the 
impact of inventory 
management on firms 
performance seek to 
examine the 
knowledge of supply 
planner team about the 
importance of the right 
inventory level. 

15) Do you think there is a 
relationship between excess 
inventory and costs of 
operations? If Yes, what kind 
of relationship? (Positive or 
negative) 

 

16) Do you think there is a 
relationship between shortage 
of stock and company 
productivity? If Yes, what kind 
of relationship? (Positive or 
negative) 
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Attachment 3: Inventory Management Section Operationalizing 
Inventory management 
Group Interview questions Alternative Motivations/Comments 

Ty
pe

 o
f i
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1) What kinds of inventories 
are managed in your company? 

(a) Row materials     
(b) Works in Process       
(c) finished goods 

Firms apply vrious 

inventory methodes in 

order to match supply 

and demand. This 

group of questions 

investigates the general 

information about the 

firms’ inventory to 

provide basic 

information about the 

inventory management 

method and the kind of 

inventory such as raw 

materials, work in 

process, and finished 

good.  

2) Which methods does your 
company use for managing the 
inventories? 

 

3) Does your company use 
same method for all types of 
products? 

(a) Yes   (b) No 

4) Can you break down your 
operating inventory into three 
major categories of reporting 
levels: safety, replenishment 
and excess, or obsolete stock? 

(a) Yes   (b) No 

C
on

tro
l a

ct
iv

ity
 

5) Which method does your 
company use to order each item 
in order to have efficient 
amount of stock in warehouse? 
Do you think this the most 
effective method? 

 The questions about 

inventory control 

activity and safety 

stock policy are hoped 

to uncover the ability 

of the company in 

controlling inventory 

levels to avoid 

shortage and excess of 

product in the situation 

of the uncertainly and 

variability of product 

demand. The questions 

also investigate the 

ability of inventory 

6) Which method does your 
company use to control of 
inventory, to avoid inventory 
shortage and excess inventory 
in an uncertain business 
environment? Do you think this 
is the most effective method? 

 

7-1) Do you have access to 
regular information about 
excess and obsolete stock?  

(a) Yes   (b) No 

7-2) Is this information linked 
to targeted action plans to sell 
off or reduce this inventory? 

(a) Yes   (b) No 

8) Do you perform root-cause 
analyses on excess and obsolete 
stock? Do you know how they 
are linked to action plans that 
curb more excesses from being 
created? 
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9) Do you apply the above 
practices to all parts of your 
inventory (finished goods, raw 
material, works in process and 
spare parts), and in all 
organizational entities?  

(a) Yes   (b) No management in 

providing accurate 

information about 

inventory level.  

 

 

10) Which method do your 
company use to calculate your 
safety stock levels? Do you 
regard this as the most effective 
method? 

 

11) What is your company’s 
current safety stock approach? 
Please explain your answer. 

 

12) Do you recalculate safety 
stock levels on a regular basis 
to ensure they are up to date? 

(a) Yes   (b) No 

13) Do you have a built-in 
change management process 
that constantly reviews the 
elements of your supply chain, 
and looks for opportunities to 
improve quality and operational 
efficiency? 

(a) Yes   (b) No 
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14) Which information flow 
system between functional 
parts, such as inventory, 
operations, and marketing is 
your company using? Do you 
think this is the most effective 
flow system? 

 The coordinative 

activity questions 

emphasize the degree 

to which information is 

transformed between 

the functions in 

making decisions about 

product flow and 

managing demand, to 

reach to the optimal 

inventory. 

 

 

15) How do you assess the 
information flow between 
supply planner, marketing, and 
the inventory team? 

a) Not at all satisfied 
(b) Slightly satisfied  
(c) Moderately 
satisfied (d) Very 
satisfied  
(e) Extremely 
satisfied 

16) Which function has been 
decided key inventory-related 
policy, such as striking the 
right balance between customer 
service and cost-effective 
product inventory levels? 

 

17) Which function has been 
determined the optimal 
frequency for producing or 
ordering products? 

(a) A cross-
functional team                               
(b) only supply 
planer 

18) How do you determine the 
frequency for ordering and 
inventory production?  

 

19) How much marketing is 
involved, in the process of 

(a) Not at all               
(b) A little                 
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balancing demand, supply, and 
inventory priority? 

(c) A moderate amount 
(d) a lot (e) a great 
deal 

20) Is there any coordinative 
activity between the supply 
planner, marketing, and 
inventory teams in order to get 
the best product flow, when the 
company orders products? If 
yes, which part of the 
process is strength and 
which part is a weakness? 
Please              explain your 
answer 
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21) Do you think there is a 
relationship between inventory 
management and performance 
of this company? If Yes, what 
kind of relationship? (Positive 
or negative) 

 The questions about 
the impact of inventory 
management on firms’ 
performance seek to 
examine the 
knowledge of 
inventory management 
team about the 
importance of the right 
inventory level. 

22) Do you think there is a 
relationship between excess 
inventory and costs of 
operations? If Yes, what kind 
of relationship? (Positive or 
negative) 

 

23) Do you think there is a 
relationship between shortage 
of stock and company 
productivity? If Yes, what kind 
of relationship? (Positive or 
negative) 
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Appendix 

Interview Question: Marketing Section 
Marketing Section 
Group Item 

Approach to 
Demand 

1) Which method does your company use to collect customer insight when 
developing a new product? 
2) How important is this step for the company‘s success? 
3) Does this demand information help to anticipate the correct demand for 
products? 
4) How does marketing management anticipate demand changes for the near 
future? 
5) How do you monitor the demand changes during a product’s life cycle? 
6) How often, during a product’s life cycle, do you monitor demand 
information for the products? 
7) What is the policy of marketing management in the case of drop in 
demand? 
8) Concerning your monitoring of the demand; How do you try to match 
demand, supply, and inventory levels in the case of product surplus? Do you 
have any approach for this situation? 
9) What difficulties do your company experience concerning demand 
management? 
10)    What is your approach for minimizing the limitation in forecasting of 
reliable demand? 

Marketing 
inventory 

dependency 

11) Do you consider the inventory levels, in deciding which new products 
should be developed? 
12) Do you consider excess inventory, in deciding which new products should 
be developed? 
13) Does the risk of future or current excess inventory affect your plan to 
developing new products? 
14) How do you manage the trade-off between the satisfaction of 
market/customer requirement and the company’s inventory level? 

The impact of 
advertising and 
price policy on 

demand 
 
 
 

15-1) How do you assess the importance of product advertising, in case of 
surplus inventory? 
15)-2 How much does it have an effect on reducing surplus of products? 
16-1) How do you assess the importance of price policy, in case of surplus 
inventory? 
16-2) How much does it have an effect on reducing product surplus? 

Coordinative 
Activities 

17) Is there any coordinative activity between supply planner, marketing and 
inventory teams in order to have best product flow, when the company would 
like to order products? 
18) How do you assess the information sharing between operations and 
marketing? 
19) How do you assess the degree of trust and respect between marketing and 
supply planner teams, in the planning of products? 
20) How do you assess the information sharing between marketing and supply 
planner teams, in the planning of products? 
22) How do you assess the collective responsibility of the marketing and 
operations teams for the final result of product planning? 
22) How do you assess the integration between marketing, inventory 
management, and supply planner in your company? 

Impact of 23) Do you think there is a relationship between inventory management and 
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inventory 
management on 

the firm 
performance 

performance of this company? If Yes, what kind of relationship? (positive or 
negative) 
24) Do you think there is a relationship between excess inventory and costs of 
operations? If Yes, what kind of relationship? (positive or negative) 
25) Do you think there is a relationship between shortage of stock and 
company productivity? If Yes, what kind of relationship? (positive or 
negative) 

 

Interview Question: Supply Planner Section 
Supply Planner Section  
Group Item 

Supply 
Inventory 

Dependency 

1) How much are you familiar with the term inventory management? 
2) Do you believe that your company is managing its inventories in the most 
effective way? 
3) Please explain the weakness and strength of the managing of excess 
inventory in your company 
4)    Do you have enough information of the companies’ inventory situation, 
when you order products? 

Coordinative 
Activities 

5) Is there any coordinative activity between supply planner, marketing and 
inventory teams in order to have best product flow, when the company would 
like to order products? 
6) If yes, which part of the process is strong and which part is weakness? 
Please explain your answer? 
7) How do you assess the quality of the information flow between the supply 
planner, marketing and inventory teams? 
8) How do you assess the role of marketing, in predicting real demand? 

Approach in 
Demand 

9) Do you have an approach for reducing total inventory level and cycle time 
for orders? If yes, please explain the role of the inventory and marketing teams 
in your strategy. 
10) How do you overcome demand changes, in order to get an optimal 
inventory level? 
11) What difficulties have your company experienced in its supply planning 
strategy?  
12) What difficulties have your company experienced in demand 
management? 
13) Do you have adjustment contracts with your suppliers, in order to control 
inventory level? 

Impact of 
inventory 

management on 
the firm 

performance 

14) Do you think there is a relationship between inventory management and 
performance of this company? If Yes, what kind of relationship? (positive or 
negative) 
15) Do you think there is a relationship between excess inventory and costs of 
operations? If Yes, what kind of relationship? (positive or negative) 
16) Do you think there is a relationship between shortage of stock and 
company productivity? If Yes, what kind of relationship? (positive or 
negative) 

 

Interview Question: Inventory Management Section  
Supply Planner Section  
Group Item 

Supply 1) How much are you familiar with the term inventory management? 
2) Do you believe that your company is managing its inventories in the most 
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Inventory 
Dependency 

effective way? 
3) Please explain the weakness and strength of the managing of excess 
inventory in your company 
4) Do you have enough information of the companies’ inventory situation, 
when you order products? 

Coordinative 
Activity 

5) Is there any coordinative activity between supply planner, marketing and 
inventory teams in order to have best product flow, when the company would 
like to order products? 
6) If yes, which part of the process is strong and which part is weakness? 
Please explain your answer? 
7) How do you assess the quality of the information flow between the supply 
planner, marketing and inventory teams? 
8) How do you assess the role of marketing, in predicting real demand? 

Approach in 
Demand 

9) Do you have an approach for reducing total inventory level and cycle time 
for orders? If yes, please explain the role of the inventory and marketing teams 
in your strategy. 
10) How do you overcome demand changes, in order to get an optimal 
inventory level? 
11) What difficulties have your company experienced in its supply planning 
strategy?  
12) What difficulties have your company experienced in demand 
management? 
13) Do you have adjustment contracts with your suppliers, in order to control 
inventory level? 

Impact of 
inventory 

management on 
the firm 

performance 

14) Do you think there is a relationship between inventory management and 
performance of this company? If Yes, what kind of relationship? (positive or 
negative) 
15) Do you think there is a relationship between excess inventory and costs of 
operations? If Yes, what kind of relationship? (positive or negative) 
16) Do you think there is a relationship between shortage of stock and 
company productivity? If Yes, what kind of relationship? (positive or 
negative) 
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