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VMI is a program where the vendor manages the level
of inventory at the customer’s inventory locations. The
vendor is responsible for analyzing and optimizing the
inventory flow for each of the customers they are in a

VMI relationship with.

In a VMI relationship, inventory
can be held by the vendor,
: customer, or under consignment.

| VMI is concerned with the

ﬂ management of inventory, where

. | consignment is concerned with the
- ownership of inventory.

Both can happen independently or
at the same time.

VMI vs. Consignment












The Bullwhip Effect is when there are large
inventory variances seen as you move up
the supply chain from the end customer to
the initial provider. Miscommunication and
each organization acting in self interest are
the most common causes of these
variances.
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WA A@USE VMI?

There are a variety of benefits that come from
VMI. There will be an increase in profits seen by
both parties if implemented successfully. These
increased profits are realized through a
combination of cutting costs and increasing sales
and related revenues.

VMI helps to generate
profits by increasing sales
revenues while cutting costs.

By moving the inventory decisions closer to the
source of inventory, the supply chain can react
much more quickly to shifts in product demand.
This, in turn, helps to avoid over or under
stocking products, and increases the number of
inventory turns. Because the vendor has the
ability to monitor inventory levels and trends,
they are able to quickly respond to needs and
immediately send out stock. By shifting this
information and control up the supply chain, the
bullwhip effect is reduced and inventory orders
will reflect demand more accurately.

Improve Order Increase Inventory Generate Greater
Turns Sales

Accuracy
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8 STEPS TO SETTING UP VMI

4 SET UP ORDER | : \ SELECTING A VMI
! CREATION SERVICE PROVIDER
! \

CHOOSE ORGANIZE AND COUNT

REPLENISHMENT INVENTORY

SYSTEM ’
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STORE
INVENTORY DATA

SET.ORDER
QUANTITIES

GATHER
INVENTORY DATA
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It is crucial that both partners understand and accept each other's
expectations. In the initial phases of implementation, the vendor and
customer should clearly outline these expectations, along with specific
performance metrics. They should understand each others’ business
models and company visions. It is important to gain this level of
understanding in the early stages so that both companies are working
towards one common goal from the start.

A VMI system can be set up through internal communication or a VMI
service provider. Though both have been successfully implemented, many
companies have said that going through a provider makes the process
easier and more user friendly. Service providers tend to have inventory
knowledge to help align your VMI system with your process flow, along with
the capabilities to make data translation seamless between the two
partners involved.

When implementing a VMI system it is a good idea to “refresh” the
inventory that will be going into the system. Complete a physical count on
all items and then decide how this count is going to be maintained moving
forward. If the inventory site is not organized, you should implement a
system to ensure that it is. Using bins and labels, and providing a high
amount of detail on each item, enables quick and easy inventory retrieval.

The vendor and distributor should set predetermined minimum, maximum,
and re-order points ahead of time. Use of past data and distributor sale
knowledge, will help determine optimal levels for each of these
performance metrics. Then, once the system goes live, the predetermined
points and up-to-date inventory levels will be used to calculate
replenishment orders.




Data can be entered electronically through barcode scanners and other
mobile devices, or manually. The method of data entry depends upon the
environment, the required or desired speed of entry, and retrieval and
budget for mobile technology. Another option is to obtain POS data, usage
data in the form of EDI (Electronic Data Interchange) transactions, or API's
(Application Programming Interface) between the purchasing and ordering
systems.

The next step is deciding how your data will be uploaded and stored in the
system. The information can be sent to the inventory management system
either in real time if there is an internet connection, or saved temporarily
and downloaded to the system when a connection becomes available. If an
API is used, data is usually sent real-time, or at a predetermined time on a
daily basis.

Once all the data is in place, a decision needs to be made on how
replenishment will be calculated. The inventory data will be monitored and
measured against the predetermined performance metrics, allowing
decisions to be made and new orders created. This can be done
automatically through an inventory management software, manually by
hired professionals, or through a mix of both methods.

Finally, the orders created through the replenishment system need to be
uploaded to your in-house business system. This can be done automatically
through API's so they can then be picked, packed, and shipped. Distributors
can then acknowledge, receive the goods, or have the system do it
automatically. Any ASN (Advance Shipping Notification) or other
information can be sent back to the inventory management system for the
vendor, or third party agent, to review. The benefit of having a workflow
engine is that you can accommodate different processes, or workflows, for
different clients and items.













mtegratlon optlons and a smooth |mplementatlon process Our system has
surpassed our current clients’ expectations for their VMI needs.

See what we can do for you!
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CLEAR SPIDER MAKES DATA
TRANSLATION SEAMLESS

Clear Spider makes VMI possible by allowing
vendors and customers access to the same
system. Both parties can update and view the
system on their own time, making data translation
seamless. Clear Spider also allows these
permissions to be customized for each party so
they only have access to the features necessary
for their operations. This allows companies to
maintain organizational security, while still
allowing for easy and open communication.



















Today, over 100,000 companies use Clear Spider
on a daily basis.

Clear Spider is a web-based inventory
management solution for companies to manage

either their own inventory or the inventory of
their customers and suppliers. There is no
hardware or software installation, so
deployment is quick.

Clear Spider is easy to learn, use, and maintain.

Interested in learning more?
Contact us to discuss your vendor managed
inventory needs.

Today, over 100,000 companies use Clear
Spider on a daily basis.

Call: 1-855-90-CLEAR (25327)
Email: info@clearspider.net
Website: clearspider.net
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