Eliminating $900,000 in Annual Reorder Costs Through Inventory Control
Transformation

Executive Summary

A manufacturing operation was experiencing excessive glass reorder costs caused by duplicate purchasing,
fragmented communication between shifts, and limited visibility of inventory status. Annual reorder costs had
reached approximately $1.2 million, creating significant financial leakage and operational inefficiencies.

| led a cross-functional initiative involving Production, Purchasing, Planning, Quality, and Logistics teams to redesign
the glass reorder process and establish centralized inventory controls. Through process redesign, real-time visibility,
accountability mechanisms, and governance controls, annual reorder costs were reduced to approximately $300,000,
generating an estimated $900,000 in annual savings while eliminating duplicate orders and improving inventory
management.

Business Environment
e Commercial facade and building envelope manufacturing operation
e  Multi-shift production environment
e High-value glass inventory management
e Cross-functional coordination between Production, Planning, Purchasing, Quality, and Logistics

e High customer delivery expectations and schedule-sensitive projects

Business Challenge

Glass reordering had become a major operational and financial concern. The organization lacked a centralized system
to track pending orders, inventory status, and incoming shipments.

As a result:

Duplicate orders were frequently placed by different shifts.

e Teams lacked visibility into existing inventory and pending deliveries.

e Urgent "panic orders" increased procurement costs.

e Inventory accountability was inconsistent.

e Significant financial losses occurred through unnecessary reordering.
Financial Impact

e Annual Glass Reorder Cost: $1.2 Million

e Duplicate Orders: Frequent

e Inventory Visibility: Limited

e Approval Controls: Minimal




Root Cause Analysis

Using process mapping, historical reorder analysis, stakeholder interviews, and operational reviews, | identified the
primary causes of excessive reorder costs:

Process Gaps

e No centralized visibility of pending glass orders.

e Limited communication between day and night shifts.

e lLack of standardized approval workflows.

e No mandatory inventory verification before placing orders.

e  Poor visibility of incoming shipments and estimated delivery dates.
Organizational Gaps

e Departments operated independently without shared inventory information.

e Reordering decisions were often based on assumptions rather than verified data.

e Accountability for reorder decisions was unclear.

Improvement Strategy

Rather than treating the issue as a material consumption problem, | approached it as a systems and process control
challenge.

Key objectives included:
1. Establish complete visibility of all glass reorders.
2. Prevent duplicate purchasing activities.
3. Improve coordination between shifts.
4. Strengthen approval and accountability processes.

5. Create sustainable inventory governance controls.

Solution Implemented
1. Centralized Glass Tracking System

Designed and implemented a unified digital tracking system that provided real-time visibility of all glass reorder
activity across the organization.

2. Tiered Authorization Process

Implemented approval requirements based on order value and risk level, ensuring management oversight of high-
cost reorders.

3. Search-Before-Order Protocol
Established a mandatory verification process requiring teams to check:
o Existing inventory

e Pending purchase orders




e Incoming shipments

e Previously placed requests
before initiating new orders.
4. ETA Visibility and Planning

Integrated estimated arrival tracking into the reorder workflow, allowing production teams to plan around incoming
materials rather than placing duplicate emergency orders.

5. Cross-Shift Accountability

Created standardized communication and handover procedures between shifts to eliminate information loss and
duplicate ordering activity.

Quantified Results

Metric Before After Improvement
Annual Reorder Cost $1,200,000 $300,000 75% Reduction
Annual Savings S0 $900,000 Significant Cost Avoidance
Duplicate Orders Frequent Eliminated 100% Elimination
Inventory Visibility Limited Real-Time Tracking ||Fully Controlled
Approval Process Informal Ztc:\lj;::;ie Standardized

Business Impact
Financial Impact
e Reduced annual reorder costs by approximately $900,000
e Eliminated duplicate procurement activities
e Improved inventory utilization
Operational Impact
e Improved inventory visibility across all departments
e Reduced emergency purchasing activities
e Improved production planning reliability
e Strengthened communication between shifts
Organizational Impact
e Established clear ownership and accountability
e Improved cross-functional collaboration

e Created sustainable inventory governance controls




Sustainability Measures
To ensure long-term success, the following controls were embedded into daily operations:
e Centralized reorder database
e Mandatory search-before-order verification
e ETA tracking and reporting
e Manager approval thresholds
e Cross-shift handover process
e Periodic reorder audits

e KPI monitoring and management reviews

Leadership Lessons Learned
Visibility Drives Performance

Most operational waste originates from information gaps rather than material usage. Creating visibility often resolves
the root cause.

Systems Over Individuals
Sustainable cost reduction comes from improving processes and controls rather than relying on individual behavior.
Governance Enables Accountability

Clearly defined ownership, approval requirements, and verification procedures create long-term operational
discipline.

Cross-Functional Alignment Matters

Significant improvements occur when Production, Purchasing, Planning, Logistics, and Quality teams operate with
shared information and common objectives.

Conclusion

This project demonstrated how operational excellence can be achieved through process redesign, inventory
governance, and cross-functional leadership. By transforming a fragmented reorder process into a centralized control
system, annual reorder costs were reduced by approximately 75%, generating an estimated $900,000 in annual
savings while creating a sustainable framework for inventory management and operational control.
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