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What Does Multi‐Echelon Inventory Optimization (MEIO) Do?
DEPLOYMENT OF FINISHED GOODS
Optimization answers two questions simultaneously:
• Optimal mix of SKUs: which materials, where, in what quantity and when?
• Optimal stocking positions: at customer, at regional / local dc, at plant, direct ship?
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POSTPONEMENT (DELAYED DIFFERENTIATION) / LEAD TIME REDUCTION
Optimization answers these questions:
• Should I produce and stock Finished Goods or should I differentiate based on order? 

What can be the new order lead time?
• Where should I put the inventory, in what form? What is the impact to customers?

What Does MEIO Do?
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What Does MEIO Do?
END‐TO‐END IMPACT

Less inventory in Finished Goods due to rapid 
response to orders at Hub.

Cheaper inventory of subassemblies, 
core chairs and components, at Hub 
and Plants

Lower logistics, storage and handling 
costs due to bulk materials –
minimum shrinkage and rework at 
Furniture



PHASE 2: MEIO Strategic 
Optimization, Short & Medium 
Term Initiatives, Policy Changes

PHASE X: MEIO Strategic 
Optimization, Longer Term 
Initiatives, Fundamental Changes

MEIO Value Roadmap

• How much 
inventory 
should the 
OEM hold?
• What is the 
impact of order 
lead time 
reduction?
• Will WIP 
buffers reduce 
cost?

• Ship direct 
to customers 
or to 
distribution 
centers?
• How much 
FGI to hold 
and where?
• Is daily DC 
replenishment 
cost effective?

• What will it 
cost to turn 
customer 
orders twice as 
fast?
• What is the 
cost of 
extending to 
VMI?
• What is the 
right service 
level target?

• How much 
raw inventory 
to hold?
• Use overseas 
supplier with 
lower cost or 
local supplier 
with higher 
cost?
• Should C 
items overseas 
be shipped via 
air?

• How much 
savings for 
standard vs. 
custom parts?
• Make or 
buy?
• Use an 
existing supply 
chain or 
evaluate a 
new one?
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PHASE 1: MEIO Tactical 
Optimization of Targets on 
Existing Supply Chain Parameters
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The Kraft Heinz Company

► Co‐headquartered in Pittsburgh, PA and Chicago, IL
► Global revenue ~ $26.1 Billion; US revenue ~ $18.1 Billion
► 95%+ market penetration in US households
► 3rd largest food & beverage company in US; 5th largest in the world



Kraft Heinz Use of Voyager IO

Summary of Usage Frequency
FG Safety Stock Targets (SKU‐Location) Monthly

Time‐Phased Inventory Targets Quarterly

Scenario Planning:
• Service Level Changes
• Lead Time Changes
• Push/Pull Network

Ad‐hoc

Demand Variability Corrections:
• Shipment History Outliers
• Forecast Bias
• Seasonality Calendar

Monthly

Causes of Safety Stock Analysis Quarterly

Network Modeling In‐progress

Raw Materials Inventory Optimization In‐progress

► Logility IO Tool integrated with SAP APO & ECC)
► Module: Inventory Target Optimization (ITO)

 Primary Use: Set Safety Stock Targets for all Products both at 
Shipping Locations and Production Buffers

 Goal: 

► Carry right inventory at the right time at the right place

► Achieve desired Case Fill Rate for all Customers with lowest possible 
finished goods inventory levels

► Module: Inventory Strategy Optimization (ISO)
 Primary Use: Scenario Planning
 Examples:

► Determine Push/Pull network scenarios based upon space 
constraints

► Service Level changes based upon production constraints
► Lead Time changes
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THANK YOU

QUESTIONS?

Henry Canitz
Hcanitz@Logility.com
(303) 483‐8762


