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‘SHRINK’ PROJECT BACKGROUND
WAKE UP! (Shrink remitted to JIG LDE Group Oct 02)

- Semi structured discussion and brainstorm
- Concerns, issues, possible causes etc

AGREE ON PROCESS (Nov)
- Definition
- Principles
- Method
- First cut prioritising of jigsaw pieces .. reference points for analysis

DEVELOP THE PROCESS (Jan-March)
- Systematic Approach…. Leading to
- Identify points of focus (Hot Spots)… and
- Quick Win areas
- Giving a structure for action
- Based on an overall picture of what, why & priorities

NEXT STEPS
- From “ideas” to “action”



DEFINITION, PRINCIPLES & MODUS OPERANDI

Definition
(working definition for the group)
“Any product that as been supplied and paid 

for, but that has not been either 
subsequently measured as - sold or 
credited”.

Principles
The group is committed to the following 

principles:
• This is an industry challenge that largely 

manifests itself at retail.
• The group will focus on retail shrink, 

recognising that symptoms experienced 
in retail are, in some cases, affected by 
actions elsewhere

• The intention is to solve the problem, not 
shift it .. to add value not costs.

The ECR ‘Blue Book Road Map’
0. Wake Up

2. Map &
Measure

4. Develop 
Solutions

5. Implement

6. Evaluate

1. Plan

3. Analyse

Source: Beck, A., Bilby, C.A.L., Chapman, P.A. and Harrison, A., (2001)
Shrinkage: Introducing a  Collaborative Approach to Reducing Stock Loss in the Supply Chain, 
ECR  Europe: Brussels.



GENERAL RESEARCH

Contacts with ECR Europe + Library trawl 
Relevant articles and research – generic as opposed to News Trade.

We are not alone….. Shrink is far from unique.
Recognising the issue is  one thing…. 

….. Doing something constructive about it is more limited.

The Goal = Enhanced Sales and Availability
Key Areas To Address = Supplier Processes and In Store Process

“Good stock loss results follow good managers”
• Policies, procedures and communication within the store, and 

throughout the supply chain
• Existing approaches are largely reactive and crisis driven 
• There is a lot of misinformation  and subjective unproven statements.



GENERAL RESEARCH

Average retail shrink 1.75% +   … UK Grocery 2.00%+    … manufacturer 0.56% 

Unknown losses outweigh know losses 60:40

Malicious events (theft) dominate …. 73% +….. 
……temptation, motivation, opportunity, risk, opportunism
……external and internal (generally understated) 
(Control Study  ..  74% reduction from making the issue known to staff)

Non malicious events (process and design) … 27% - …. 
…… largely a legacy of the complexity of offer and systems

Products at risk from theft … High cost, compact, tradable 
… Some impact for us

Products at risk from process failure … Short shelf life and price variable
… Certainly applies to us



GENERAL RESEARCH
Need for data synchronisation … Pricing file accuracy mechanics 

Promoted products have higher shrink … volatility + multi location + price file
Control the number of products on the shelf … avoid crowding 
Stockroom layout and management … have a systematic approach 
Management attention to correct in store process is critical

Weekends … higher exposure
The poorest trained and lowest paid staff operate the last 50 yards

Hot Products and Hot Stores  (8% of items equate to 30% of loss)
…. Major progress does not require everything, everywhere to be addressed 

The greater the focus on people, communications,procedures, 
security & audit ……. the less the shrink
… Simple things can have a major benefit



PROCESS MAPPING
The first stage of The Roadmap .. Identify :- Key steps, Supporting activities, Issues
Gives a reference point from which to identify ‘Points of Failure’
…. then shift to fleshing these ‘points of failure’ out into ‘Cause and Effect’.



FROM PROCESS FLOW TO POINTS OF FAILURE

Use Process Flow as a prompt to record 
possible failure points

• Need a structure to group these … 
ECR recommend Fishbone diagrams

• 1 chart for On Sale Live outbound ..  
and 1 for Off Sale Returns

Main Bone Headings
• Systems / Information
• Supply (Returns) Process
• Product Characteristics
• Theft
• Damage
• In store Process

SUPPLY
ISSUES

LIVE
PRODUCT

Wholesaler
supply

process

Systems/
Information

Damage

In store
process

Product characteristics

Theft



FAILURE ISSUES – Level 2/3 – Live product

SUPPLY
ISSUES

LIVE
PRODUCT

Wholesaler
supply

process

Systems/
Information

Damage

In store
process

Product
characteristics

Theft

Incorrect price
file

Unrecognised
product on file

Title
description/

cover
mismatch

Cover price/file
mismatch

W /S
misdelivery

W /S mispicks
over/under

Claim for short
supply not

made/made
late

Booked-in
against wrong

suppier

Booked-in
against wrong

shop a/c
Not booked-in/

checked

Rejected
delivery(unacceptable

condition)

Individual
physical theft

Collusion

Fraudulent
claim of short/
non delivery

Too much
product
supplied

In store

SHRINK - CAUSE & EFFECT
SUPPLY ISSUES (LIVE PRODUCT)

SUPPLY
ISSUES

LIVE
PRODUCT

Systems/
Information

Incorrect price
file H/O

information
updates

Unrecognised
product on filetitle v cover

h/o information
update late

incorrect info.
from publisher

late info. from
publisher

first time title
has appeared

new title/one
shot

Cause and Effect Detail



Cause and Effect – Full Analysis – Live Product

SUPPLY
ISSUES

LIVE
PRODUCT

Wholesaler
supply

process

Systems/
Information

Damage

In store
process

Product
characteristics

Theft

Incorrect price
file H/O

information
updates

Unrecognised
product on filetitle v cover

h/o information
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description/
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Cover price/file
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printing error

W /S
misdelivery

poor
accountability

poorly labelled

confusion over
related box
(forecourt,
shop save)

inadequate van
lighting

collusion
between driver

another
customer/outlet

W /S mispicks
over/under

W /S miscount

picks wrong
title

poor
accountability

publisher
bundle

mispack
over/under

W /S mis label
full/odds
bundle

Claim for short
supply not

made/made
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staff
awareness

process
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against wrong

suppier
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process
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In transit
W /S to retail
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carrier to W /S

Collusion

with consumer
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at back door

Fraudulent
claim of short/
non delivery

SHRINK - CAUSE & EFFECT
SUPPLY ISSUES (LIVE PRODUCT)

W /S
documentation

difficulty in
checking
supplies

procedures

Too much
product
supplied

single delivery
(not SBR)

unauthorised
titles /excess
copy supplied

local v H/O
range disjoint

In store
stockroom

display

staff

consumers

staff poor product
covermount/
packaging

poor transit
packaging
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title

other live
product

supplement

poor cover
positioning
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with same bar

code
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file

Display/
handling
problems

non-standard
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from publisher
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Scanning
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informed
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Special
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home delivery/
shop saves
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returned
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procedure or
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Robbery

poor security

cover mount
removal

abuse honesty
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parcel theft by
another
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planned or
opportunist
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bar code price



Cause and Effect – Full Analysis – Off sale Product

RETURNS
ISSUES

OFF-SALE
PRODUCT

Wholesaler
returns
process
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Information
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Damage

Product
characteristics

In store
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Bar code

not read
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SHRINK - CAUSE & EFFECT
RETURNS ISSUES (OFF

SALE PRODUCT)

identifies
wrong title(co-

wrapped
supplement)

Collusion
at back door

between driver/
another outlet

poorly attached

poor handling/
packaging

staff
awareness

procedures
and awareness
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display

stockroom
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completion
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return known
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Stickers
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Frequency of
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affects W /S
process time
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covermount
missing from

partwork

Stickers

singles/small



CREATING FOCUS
Next stage is to identify where Focus is required.

ECR recommend use of FMEA analysis for this (Failure Mode and Effects Analysis)

Assess relative measure of  ‘Severity’ and ‘Probability’
Score Severity of Failure (S) Probability of Occurance (P)

5 Major Loss Impact Daily / Inevitable
4 Some Loss Impact Weekly / Repetitive
3 Individual Item Loss Every few weeks / Occasional
2 Possible / Uncertain Loss Every few months / Rare
1 Little Impact Rare & Irregular

Severity x Probability  =  Focus Factor

Score Time / Effort to Address (A)
5 Can do easiliy & cheaply / Weeks
4 Needs some effort but little cost / Quarter
3 Minor systems & protocol effort
2 Requires development over months
1 Major systems & Commercial issues

Focus Factor x Addressability = Quick Win Factor



SYSTEMATIC ANALYSIS

High Focus
High Addressibility

PRIORITY ACTION NOW

Low Focus
Low Addressibility

LEAVE

Low Focus
High Addressibility

PICK OFF QUICK WINS

High Focus
Low Addressibility

SET AGENDA NOW
LONG TERM PROJECTS

• Log and “relatively score” each item
• Produces logical “hot spot” and “quick win” pointers
• A systematic, total supply chain view within the context of 

all of the issues
• Roadmap to address the right things, in the right sequence and 

for the right reasons, with horizon on expectations for delivery.
• Aimed at long term sustainable benefit to Sales and 

Availability, not just Shrink.  



MAGAZINES SUPPLY ANALYSIS



MAGAZINES RETURNS ANALYSIS



Cause and Effect Issue Summary – Magazines 

FOCUS - Supply

9%

14%24%

3%

28%
22%

QUICK WINS - Supply

9%

21%

11%
24%

3%

32%

QUICK WINS - Returns

11%
11%

5%

15%
4%

54%

FOCUS - Returns

15%

12%

6%
14%4%

49%



FOCUS & QUICK WINS – Magazines Supply



‘IDEAS’ into ‘ACTION’

The ‘Hot Spots’ largely can be grouped as:

• Late Returns / Credit Claim Period

• Product File / Identification ‘Technicalities’

• Supply Management / Replenishment

• In Store – Process, Procedures and Training



PROPOSITIONS
Drive these 4 key areas

Late returns / credit claim period
• Researched, debated and progress to extend & standardise in hand 

Product File / Identification technicalities 
• Joint Info group have started to pick up

Supply Management 
• Continue focus on practical Replenishment activity 

In Store
• The generally ‘intangible’ but possibly largest payback area Addressing sales and 

availability, as well as shrink
• Education, training
• Mutual initiatives & simplification



New ‘synchronised’ claim period
Reducing lost credit  

Benefit  ~ £2m p.a. to Retail from July 2003 .. -23%
Audited … Hard wired … Sustainable Step Change

Achievements - Credit Claims & Product File

Publisher Notification Form

Date 04-Mar-04

Publisher

Title on Calendar

Title apparent on magazine

Issue Finding Nemo On Sale -

Price £1.99 Recall

Barcode 977146959500002

Seymour

Disney & Me special

Finding Nemo

27-Feb-04

09-Apr-04

Product File Errors
Measuring, reporting
Name & Shame 

Web based ‘National Title File’ 
www.nationaltitlefile.co.uk

1 Source details for all publications
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Achievements – Data Supply Management & In Store

Sales Based Replenishment
Stock room and ‘to shelf’ issues 
Modelling & pilots lead to Best Practice Guide 
Menzies ‘Beta Test’ 6 depots, 218 customers, 100 titles
Benefit .. Sales +2.6 %, returns -51% 

In Store Best Practice
Simple guide produced to benefit all retailers 
3 Areas where Shrink eats away your profits 
If you do nothing else .. Do This
‘Golden Copies’


	UPDATE FOR “UNSOLDS CHALLENGE”July 2008 onSHRINK PROJECTMay 2003
	‘SHRINK’ PROJECT BACKGROUND
	DEFINITION, PRINCIPLES & MODUS OPERANDI
	GENERAL RESEARCH
	GENERAL RESEARCH
	GENERAL RESEARCH
	PROCESS MAPPING
	FROM PROCESS FLOW TO POINTS OF FAILURE
	FAILURE ISSUES – Level 2/3 – Live product
	Cause and Effect – Full Analysis – Live Product
	Cause and Effect – Full Analysis – Off sale Product
	CREATING FOCUS
	SYSTEMATIC ANALYSIS
	MAGAZINES SUPPLY ANALYSIS
	MAGAZINES RETURNS ANALYSIS
	Cause and Effect Issue Summary – Magazines 
	FOCUS & QUICK WINS – Magazines Supply
	‘IDEAS’ into ‘ACTION’
	PROPOSITIONS
	Achievements - Credit Claims & Product File
	Achievements – Data Supply Management & In Store

