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NTR Case Study 

Overview: 
You are the supply chain manager for Northern Triangle Recreational Equipment, Inc., (NTR), parent company of Action Now!, NTR is a unique retail sporting goods chain, they specialize in “extreme sports”. Tom Jones, your boss has asked you for some recommendations to increase profitability, reduce costs, to be more competitive against their major competitors.  

Facts:

NTR’s product mix is considerably wide, focusing primarily on BMX bicycles and water sports (kayaks, canoes, jet skis) where 80% of their sales occur. They also carry all the associated sports equipment and apparel for other sports such as; climbing, bungee jumping, snowboarding, surfing, hang gliding, and skateboarding. In fact, NTR has 50% more SKUs than any other competitor in their market which consists of Virginia and the Carolinas, something they advertise heavily on, along with their guarantee that all orders will be complete. 

Sales have risen over 10% per year for the last 6 years and in the past year reached $300 million with a 50% margin on cost of goods sold. However, profitability has dropped over 3% per year over the same time period and investors are getting nervous while managers are struggling for answers. NTR has one distribution center and they also use public warehousing at least 10 months of each year to handle excess inventory and save on overhead expenses associated with owning and managing another facility. 

Distribution and Inventory:

Daily, multiple shipments are dispatched from the two public warehouses and NTR’s own distribution center to retail stores located throughout the region. Currently, NTR’s network includes over 75 locations. These shipments are brokered out using both TL and LTL carriers despite NTR’s policy to hold shipments until TL’s can be utilized. This is a situation the transportation manager has highlighted in several meetings while explaining escalating freight rates. Additionally, NTR does not award long term contracts with its suppliers but rather negotiates the best deals it can get for each purchase. This approach leads to batch purchases and inventory excess in hopes of future demand. 

Its distribution center operates essentially the same way it did when constructed 30 years ago, before all the “new technological advances started making life difficult” in the words of its founder, Jay W. Johnson, but his employees there seem to be very happy on the job. Pilferage runs about 6%, but Johnson feels it is “probably” about average in the industry.  NTR has implemented wireless bar-code scanners and voice picking technology for their fork lift operators. There has been some discussion concerning the implementation RFID Tags, and a new WMS and TMS operating system. 
Situation:

As the newly hired Distribution Manager, your realm of authority includes the DC operation, transportation sourcing, and oversight of the two rented warehouses. During your interview, the owner, Mr. Johnson, mentioned he was unhappy with current transportation costs, inventory posture, and although he felt the pilferage rate was average, he would still like to see it reduced. How would you approach resolving NTR’s and Mr. Johnson’s concerns?

Write a plan of action outlining the specific steps you would take to address:
1. Transportation costs. 

2. Inventory stock on-hand.
3. Reducing pilferage.
4. Exploring the technology already in place for efficiency. 

5. The possibility of implementing a WMS / TMS or both.
Ensure you read the case carefully; there is many short term and long term solutions. Be sure to explain your answers, be thorough.

INSTRUCTOR APPLICATION NOTES

This case can involve the various chapters of study from the entire semester for students who have taken an Introduction to Logistics and / or a Supply Chain Management course.

Areas that could be addressed depending on how the students read and dissect the case include but are not limited to:
INVENTORY – Revamp inventory system, possibly utilize ABC Analysis

STORAGE – Phase out dead stock, old stock to reduce the need for all the public warehouses, implement a WMS system to better utilize the current DC. Stop over purchasing product.

FLEET PURCHASE – Consider investing in a dedicated fleet and a TMS system

SOFTWARE PURCHASE – Consider investing in a TMS, WMS, and GPS tracking capabilities
TECHNOLOGY – Review picking and stocking procedures for possibility of purchasing new technology for picking orders. Consider bar-coding and RFID
REDUCE PILFERAGE - Review security procedures, camera installations, security tape and seals, employee rotations and assigning process codes to each employee.
