
 
  

  

Inventory Management 
 

Course Module in Supply Chain Management 
 
Course Modules help faculty select and sequence HBS Publishing titles for use in segments of a course. 
Each module represents subject matter experts’ thinking about the best materials to assign and how to 
organize them to facilitate learning. In making selections, we’ve received guidance from faculty at Harvard 
Business School and other major academic institutions. 
  
Each module recommends four to six items. Whenever possible at least one alternative item for each 
main recommendation is included. Cases form the core of many modules, but we also include readings 
from Harvard Business Review, HBS background notes, and other course materials. 
 
 
I. Overview of suggested content (HBS cases except as noted) 
 

Title Author Product 
Number 

Publication 
Year 

Pages Teaching 
Note 

1. Necanko, Inc. (Ivey/UWO) Prahinski 904D20 2004 3p 804D20 

2. Hamptonshire Express Narayanan & 
Raman 

698053 
 

1998, 
rev. 2002 

5p 698073 
 

Alternative: Paper and More Watson 604093 2004 13p 605018 
3. The Bullwhip Effect in Supply 
Chains (Sloan Mgt. Review) 

Lee et al. SMR029 1997 12p -- 

Alternative: Barilla SpA (A) Hammond 694046 1994 23p 695063 
4. Hewlett-Packard Co.: 
DeskJet Printer Supply Chain 
(A) (Stanford case) 

Koczak & Lee GS3A 2001, 
rev. 2004 

12p -- 

Alternative: Mass 
Customization at Hewlett-
Packard: The Power of 
Postponement (HBR) 

Feitzinger & 
Lee 

97101 1997 6p -- 

5. Supply Chain Management 
at World Co. Ltd. 

Raman & 
Fisher 

601072 2001 21p 601147 

Alternative: Rocket Science 
Retailing Is Almost Here--Are 
You Ready? (HBR) 

Raman & 
Fisher 

R00404 2000 10p -- 

 
II. Rationale for selection and sequencing the items in this module 
Consider beginning this module with the Ivey School case on Necanko, Inc. It introduces, in brief and 
simple fashion, key issues in understanding demand fluctuation, and it acquaints novices with supply-
chain mapping to illuminate relationships. Starting with Necanko may help prepare some students to 
grapple with later materials on the bullwhip effect and other topics. 
 
The next case, Hamptonshire Express, calls for students to do quantitative analysis using supplemental 
spreadsheets. The extremely simple business setting (a one-person newspaper firm) will help students to 
focus on analyzing tricky supply-chain issues. An alternative quantitative analysis case that covers a 
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wider range of specific inventory management challenges is Paper and More, which also comes with 
spreadsheet supplements. It’s a good choice if students are reasonably well-prepared for quantitative 
analysis. 
 
Understanding the bullwhip effect is important to forecasting and inventory management, and an excellent 
introduction is Hau Lee’s piece from Sloan Management Review. Professors who prefer that their 
students learn about the bullwhip from case analysis and discussion should consider Barilla, a case that 
illustrates numerous aspects of supplier-retailer relationships. If time allows, think about pairing the two 
items. 
 
Mass-customizing without building up high levels of inventory is the subject of the fourth segment of this 
module. The Hewlett-Packard case from Stanford provides a multi-faceted examination of key issues, 
including the management of discrepant perceptions and interests within the company. Consider using 
the alternative HBR piece as a follow-up to the case, as it discloses the solution that HP identified, 
enabling the company to minimize inventory by postponing product differentiation until the last possible 
moment. (If you choose not to assign the reading you can use it to substitute for a teaching note.) 
 
While the earlier cases in this module are presented from the manufacturer’s perspective, the final 
segment highlights the retailing point of view. But the case on WorldCo. -- a Japanese apparel retailer 
that achieves impressively short lead times through supply-chain efficiencies -- echoes and elaborates at 
least one key theme in the Hewlett-Packard case: the power of close collaboration between design and 
manufacturing. WorldCo. is one of the companies cited in the alternative reading, the HBR article on 
“rocket science retailing.” 
 
III. Detailed description of recommended items 
1. Necanko, Inc. Carol Prahinski (Ivey School/U. Western Ontario case) 
Necanko, Inc. is a large international food manufacturer. A buyer-scheduler for the company must 
forecast sales demand to determine production planning, inventory management, and distribution for the 
year. Sales were normally predictable and stable, but the company has just come back from a three-
month layoff due to slow sales, and it is now experiencing a sales increase three times greater than 
usual. The buyer-scheduler is uncertain why the sales are spiking and must decide what action to take. 
Subjects: Demand analysis; Distribution; Food; Forecasting; International business; Inventory 
management; Operations management; Production scheduling; Uncertainty. 
 
2. Hamptonshire Express V.G. Narayanan & Ananth Raman 
Presents a series of problems that face a newspaper publisher, including inventory level, effort level, 
subsidy for unsold inventory, and commission for sales. Each problem is accompanied by one or more 
spreadsheets. Students must make various operational decisions. 
 
Alternative: Paper and More Noel Watson 
Provides a context and exercise for introducing retail inventory management, including cost optimization, 
service-level criteria, and forecasting in single and multiproduct settings. The owner of a single-location 
paper and paper products store considers the implications of expansion for inventory management. 
Considerations include lost sales, retail metrics for multiproduct settings, and shelf space constraints. An 
Excel spreadsheet accompanies and is integral to the case, allowing students to explore these issues. 
For spreadsheet inquiries, please contact customer service at 1-800-545-7685 or 
custserv@hbsp.harvard.edu. Subjects: 
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3. The Bullwhip Effect in Supply Chains Hau L. Lee; V. Padmanabhan; Seungjin Whang (Sloan Management 
Review) 
Tremendous variability in orders along the supply chain can plague companies trying to eliminate excess 
inventory, forecast product demand, and simply make their supply chain more efficient. What causes the 
bullwhip effect that distorts information as it is transmitted up the chain? The authors identify four major 
causes: Demand forecast updating, order batching, price fluctuation, and rationing and shortage gaming. 
The authors suggest several ways in which companies can counteract the bullwhip effect. First, avoid 
multiple demand forecast updates. Companies can make demand data from downstream available 
upstream. Or they can bypass the downstream site by selling directly to the consumer. Also, they can 
improve operational efficiency to reduce highly variable demand and long resupply lead times. Second, 
break order batches. Companies can use electronic data interchange to reduce the cost of placing orders 
and place orders more frequently. And they can ship assortments of products in a truckload to counter 
high transportation costs or use third-party logistics companies to handle shipping. Third, stabilize prices. 
Manufacturers can reduce the frequency and level of wholesale price discounting to prevent customers 
from stockpiling. They can also use activity-based costing systems to recognize when companies are 
buying in bulk. Finally, eliminate gaming in shortage situations. In shortages, suppliers can allocate 
product based on past sales records rather than on orders, so customers don't exaggerate their orders. 
They can also eliminate their generous return policies, making it less likely for retailers to cancel orders. 
Subjects: Operations management; Operations research; SMR; Supply chain. 
 
Alternative: Barilla SpA (A) Janice H. Hammond 
Barilla SpA, an Italian manufacturer that sells to its retailers largely through third-party distributors, 
experienced widely fluctuating demand patterns from its distributors during the late 1980s. This case 
describes a proposal to address the problem by implementing a continuous replenishment program, 
under which the responsibility for determining shipment quantities to the distributors would shift from the 
distributors to Barilla. Describes support and resistance within Barilla's different functional areas and 
within the distributors Barilla approached with the proposal. Learning Objective: 
Allows students to analyze how a company can effectively implement a continuous replenishment system 
both to reduce channel costs (in this case, inventory and transportation costs incurred by Barilla as well 
as inventory costs incurred by the distributors) and to improve service levels (defined in this case as the 
percent of retailers' orders filled from distributors' inventory). Subjects: Distribution planning, Logistics, 
Order processing, Supermarkets, Suppliers. Setting: Italy; Grocery stores; $2 billion revenues; 7,000 
employees; 1990 
 
4. Hewlett-Packard Co.: DeskJet Printer Supply Chain (A) Laura Rock Kopczak; Hau L. Lee (Stanford case) 
Hewlett-Packard's (HP) Vancouver Division faced a challenge in 1990. Although its new inkjet printers 
were selling well, inventory levels worldwide were rising as sales rose. In Europe, high product variety 
was making inventory levels especially high. HP considered several ways to address the inventory issue: 
air-freighting printers to Europe, developing more formalized inventory planning processes, or building a 
factory in Europe. Subjects: Inventory management; Printing; Supply chain 
 
Alternative: Mass Customization at Hewlett-Packard: The Power of Postponement Edward Feitzinger; Hau L. 
Lee (Harvard Business Review) 
In many mass markets, companies are facing a predicament: customers are demanding not only ever 
faster order fulfillment but also highly customized products and services. The authors show how the 
Hewlett-Packard Co. and others have proved that one indeed can deliver customized products quickly 
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and at a low cost. The key to mass-customizing effectively is postponing the task of differentiating a 
product for a specific customer until the latest possible point in the supply network. Instead of taking a 
piecemeal approach, companies must rethink and integrate the designs of their products, the processes 
used to make and deliver those products, and the configuration of their entire supply network. By 
adopting such a comprehensive approach, they can operate at maximum efficiency and quickly meet 
customers' orders with minimum amount of inventory. Subjects: Cost benefit analysis; Customer service; 
Manufacturing strategy; Organizational design; Organizational structure; Product design. 
 
5. Supply Chain Management at World Co. Ltd. Ananth Raman & Marshall L. Fisher  
Describes a supply chain with very quick (i.e., two week) response times and allows students to explore 
how such short response times are achieved. Allows students to explore why other supply chains, with 
much longer response times, might not be able to replicate this performance. Subjects: Inventory 
management; Japan; Retailing; Supply & demand; Supply chain; Textiles; Time to market 
 
Alternative: Rocket Science Retailing Is Almost Here--Are You Ready? Marshall L. Fisher; Ananth Raman; 
Anna McClelland (Harvard Business Review) 
Despite all the data that retailers and e-tailers can now gather about point-of-purchase information, 
buying patterns, and customer tastes, they still haven't figured out how to offer the right product, in the 
right place, at the right time, for the right price. But some retailers are moving profitably toward what the 
authors call "rocket science retailing"--a blend of traditional forecasting systems, which are largely based 
on the gut feel of employees, with the prowess of information technology. The authors recently finished 
surveying 32 retail companies in which they tracked practices and progress in four areas critical to rocket 
science retailing: demand forecasting, supply-chain speed, inventory planning, and data gathering and 
organization. In this article, the authors look at some companies that have excelled in those four areas 
and offer some valuable advice for other businesses seeking retailing perfection. In particular, the authors 
emphasize the need to monitor crucial metrics such as forecast accuracy, early sales data, and 
stockouts--information that will help retailers determine when to tweak their supply-chain processes to get 
the right products to stores at just the right time. Subjects: Data bases; Forecasting; Information 
management; Merchandising; Retailing; Sales forecasting; Supply & demand; Supply chain. 
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