CHAPTER 1
INTRODUCTION

1.1. Background

Retail is always the last process in distribution process in almost every company
(Berman and Evans, 2013). Retail features all products from food, kitchen utensils,
stationary, gadgets, decorative products, clothes, etc. There are many types of
retail business and there are complex methods to manage a retail store depending

on the products sold.

CV. Perdana Mandiri is a company running in the retail business. CV. Perdana
Mandiri has a clothing store in Yogyakarta. By the request of the company, the
name of the clothing store is disguised as X clothing store in this thesis. It sells
mainly clothes that are remains of exported products from many brands. The
company started operating in 2015 and currently, they have 22 employees working
in 2 shifts. The store is open from 9 AM to 9 PM.

X clothing store has 2 floors. The first floor is for clothes and accessories for baby,
kids, and teenagers. The second floor is for clothes and accessories for adults.
Clothes that are sold are for both male and female. In the store, there is one storage

room at the back of first floor where inventories are stored.

The main problem faced by the company is that the company did not look at sales
data when ordering from the suppliers which resulted in overstock of some
products that do not sell well and understock of some products that sell well. This
can be seen in the number of special priced products sold which was higher than
most of the products sold. The special priced products are products sold in a cheap

price because they do not sell well in their original price.

1.2. Problem formulation

The problem faced by the company is the overstock and out of stock situations
which happened because the company arbitrary decides what to order and its
quantity. The company did not use the past data sales when deciding the item and

quantity to order.



1.3. Objective

The objective of this research is to provide methods of demand forecasting that
can be easily practiced by X clothing store, to help determine their inventory
gquantities. Their past demand data will be analyzed to forecast the monthly

demand of products for the following month or year.

1.4. Scope and Limitation

The scope and limitation considered are as follows:

a. The analysis is done only on products actively sold;

b. Information of any price of clothes and cost the company spent cannot be
disclosed,;

c. The data used are secondary data obtained from the X clothing store. It is about
the number of items sold and its stock from January 2016 to December 2018;

d. The forecast tool is designed for groups of product and not for individual level
of product (not for every item);

e. The forecast tool is made with the assumption that the company has the
personnel to do the code grouping or that their database can do the code
grouping;

f.  The forecast tool is designed to be used at the end of the month.



