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ABSTRACT

The present study aims to investigate the Last-Mile Financial and Operational Efficiency Performance
of a Portuguese company in the fashion industry. Given the today’s growing uncertainty and risk of
disruptions in business, especially in this industry, companies must invest in building agile supply chains
that can easily adapt to this surrounding environment as well as to the costumer’s unsteady demand
variability patterns. With demand forecasting being extremely interconnected with the company’s LM
performance, this study proposes to evaluate the LM impact, through the implementation of Demand
Forecasting tools. Data gathered from the company and customers served as an input for the Measuring
Attractiveness by a Categorical-Based Evaluation Technique (MACBETH), a Multi-Criteria Decision-
Making Analysis. Key findings were that, for either of the scenarios built based on the demand
forecasting techniques, the 2" and the 31, the outcomes were significantly more attractive that the
company’s current business scenario, the “As-Is” Scenario. The most attractive scenario provided by
the MACBETH System proved to be the 3, nonetheless the 2" was considered most feasible and in

accordance to the company’s medium-term objectives.

Keywords: Last-Mile Logistics, Demand Forecasting, Financial and Operational Efficiency,
MACBETH
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1. INTRODUCTION

1.1. Context Description

The present chapter presents a concise overview of the proposed Master Thesis project, starting by
describing the overall context. Then, the problem statement will be detailed as well as the chosen project
approach. Additionally, a brief company presentation will follow. Then, the study’s objectives will be
presented as the research question definition. Also, a brief introduction to the chosen methodology will

be covered, followed by an overview of the dissertation structure.

The fashion industry has undergone an immense change in the last few years, especially after the
introduction of e-commerce (Kharfan et al., 2020). Also, disruptions such the Covid-19 Pandemic and
the Ukrainian War, have been changing the supply chain as we used to know. There have been dramatic
shifts concerning global competition, product development times, suppliers’ availability, and, more
significantly, the consumers ‘purchasing behaviour (Giri & Chen, 2022). Consumers are demanding
their productsto be delivered in increasingly shorter times, which is providing companies in thisarea of

business an opportunity to reshape their supply chains.

Fashion retailers must focus on building an agile supply chain that can quickly adapt to the customer’s
unsteady demand variability patterns (Kharfan et al., 2020). And, to achieve such a thing, a well-

established and efficient demand forecasting management is required.

Demand forecasting plays a crucial role in managing supply chain operations in the fashion retail
industry and serves as an input for all the supply chain processes and activities, such as raw materials
planning, supply planning, inventory management, sales, and merchandising (Giri & Chen, 2022). On
top of that, the fashion industry is faced with extra difficulty in supply chain management - seasonally

of the products- which makes it even harder for companies to establish the product-selling approach.

Within this setting, increase demand forecast viability is key to the fashion industry companies. So, this
project proposes to study the effects of a demand forecast system on a fashion retailer last-mile financial

and operation efficiency.

The chosen company is a fashion retailer company called Vintage Bazaar. It is a Portuguese-based small
and medium enterprise (SME) that has been on the market for 16 years. The core of this company is
retailing, but as it will further be addressed, focus of this company goes beyond selling clothing: it is

about styling, building confidence and the experience of fashion.

This company has undergone an immense change over the years, regarding to the supply chain strategy

and its operations, especially with the Covid-19 Pandemic. There has been shifts on the supply side, as



the company started to focus on suppliers that were closer and less prone to possible disruptions. So,
Vintage Bazaar has it’s selling strategy divided into two blocks, as it orders clothing production in
Thailand and buys already manufactures items from Madrid, this last being the most significant

nowadays. New collections are released every three weeks, every including both item types.

Regarding the points of sale, the company currently has four physical stores located within Portugal and
an e-commerce platform that allows the company to sell worldwide. It’s business is expanding,
especially during the Pandemic, where the company was forced to completely change its business model
and open the online website. Sales volume has been increasing over the years and international
awareness, especially in Spain and France is starting to be built. Future projects are reinforcing the
company’sstrengths, asthe brand is making investments on upgrading the website, for instance. Further
details of the company will be thoroughly explained in Chapter 4, a designated chapter to the Vintage
Bazaar Case Study.

It is important to keep in mind that this project is under a logistic aim, more specifically focusing on
improving the Last-Mile Logistics performance of the Vintage Bazaar company. To do so, the focus

will be on an upstream critical activity of the supply chain — demand forecasting.

By the end of this project, it is expected that significant results regarding the company’s financial and
operational efficiency are felt and that the implementation of a demand forecast system can bring a

crucial added value to the company.

1.2. Research Question

Based on the previously mentioned context, the question that will be addressed on this study will be as

follows:

R.Q.: “Can a Demand Forecast System improve a Company’s Last Mile Financial and Operational

Efficiency Performance?”

1.3. Objectives

This project aims to study the alignment of the Vintage Bazaar “As-1s” business scenario with the
company’s most relevant business criteria pointed out by their employees. In other words, it is intended

to study if the current business situation matches the company’s vision and goals.



The main objective of this project is to study the effects of implementing a demand forecast tool could
have on the company’s profitability and operational efficiency. The point is to investigate if the demand
forecast could serve as a decision-aid tool to guarantee a more accurate demand prediction to the board

members when making orders.

It is important to note that this study purpose is not to implement an actual demand forecast system in
Vintage Bazaar company, but instead to evaluate if that implementation”s expected impacts would be
beneficial to the company.

Within the previously mentioned main objective, other important goals have been set to achieve, such

as:

Define the VB Supply Chain along its Major Constraints;
Conduct Semi-Structured Interviews with the Team Members;
Select the Criteria and Rank them according to its relevance;
Define and detail the different Scenarios;

Conduct a Focus Group;

Conduct an Interview with the company CEO;

Build the Macbeth System;

Perform a Robustness and Sensitivity Analysis;

~ v~ @~ v v~ v ~ ~ ~

Present Final Conclusions.

1.4. Methodology

To achieve the previously mentioned objectives, the project will follow several steps, as shown in Figure
1.

Step 1 Data
Gathering and
Analysis

The data gathering mentioned on the first step consists of a combination of both qualitative and

Figure 1 - Methodology Steps

guantitative data gathering. More specifically, qualitative information that has been collected through
semi-oriented interviews with the company managers and major department’s intervenients. This
knowledge was crucial to understand the company’s way of doing business and to build an accurate
supply chain of the company operations. As for the quantitative data sources, the company’s already

installed ERP system was taken into consideration. This system works as a centralized data centre, as it



contains extremely detailed historical information of the company, in terms of volume sales, sales in
liquid value, which were the items sold on each time interval, what are the most and least relevant
product categories, product transfers between stores, inventory management tools, and other useful
resources. This system contains information since the company first opened doors, so it will a crucial

information resource used throughout this study.

Then, as the second and third steps, the most relevant criteria to the company’s business model will be
pointed out, as well as it"s prioritization. This step is crucial, as will serve as a base to later conduct the

data analysis in Chapter 5.

The fourth step is to describe the Vintage Bazaar current Scenario, regarding its supply chain, major
operations, and business model. In other worlds, thiswill include an overall overview of the company’s
current strategy. Later, two alternative business scenarios will be presented to serve as a comparison to
the “As-Is” scenario. These will be build based on reliable information also collected from the already-
mentioned ERP system and based on the future business prospects pointed out by the company
managers. Nevertheless, it is important to note that both alternative scenarios will be ultimately created
based on my personal analysis and will serve as a primarily demand forecasting tool. The sixth and final
step consists of conducting a focus group with a significant sample of the company staff, where the
impact of the company “As-Is” Scenario based on the chosen criteria will be discussed. The point in this
meeting is to gather consensual information about how the company vision and goals now are aligned
with the brand business model. So, if the criteria prioritization in the early methodology stage can be
identified within the company’s “As-Is” business model. The information will then be analysed outside
of the focus group and will serve as a basis for the methodological approach explained on Chapter5 of

this study.

1.5. Structure

To successfully answer to the proposed research question, this study will be structured as it follows:

Y Chapter 1: Introduction of the Project, where the context of the problem, a brief introduction
of the company, the proposed research question, the objectives to achieve, the methodology to
be followed and the project overall structure will be detailed.

Y Chapter 2: Literature Review including a brief contextualization on the Last Mile Logistics
and Demand Forecasting concepts. Also, a description on Multi-Criteria Decision Making and,
more specifically, on the MACBETH method which will be the major methodology used
throughout this study.



y»  Chapter 3: Research Methodology which will go into detail of the previously mentioned
methodology steps and that will align the theoretical background present in Chapter 2 with the
choices made on this project. This chapter will also include the application of the MACBETH
system, including all the scenario and criteria list.

y  Chapter 4. Case Study includinga more detailed description of the Vintage Bazaar company,
such as its supply chain, major constraints, business model and other relevant information.

>  Chapter 5: Data Analysis and Discussion where the MACBETH methodology will take place.

y  Chapter 6: Conclusion where the final conclusions will be presented, given the study results
analysis and personal perspective.

Y Chapter 7: Limitations where theoretical and practical constraints felt during this project are

described.

2. LITERATURE REVIEW

2.1. Introduction

The prime objective of this chapter is to gather and arrange relevant theoretical research that can serve
as a coherent ground base for tackling this study’s research question: “Can a Demand Forecast System

improve a Company’s Last Mile Financial and Operational Efficiency Performance?”.

This study research was conducted through an in-depth methodology, regarding the data base options,
inclusion and exclusions criteria, used keywords, and number of articles analysed. The most used data
bases were B-On, Scopus, EBSCO Information Services, Google Scholar, and the ISCTE master’s
Thesis Repository. As for the keywords choice, the most used word combination was “last mile
logistics” and “fashion industry” or “retail industry” or “latest trends”; “demand forecasting” in “last
mile logistics” or “supply chain” or “fashion industry” and “multi-criteria decision making”. Also, the
articles analysed went through inclusion and exclusion criteria defined throughout the filter options. The
articles used as reference are mostly peer-reviewed English written articles from 2018 upwards. Articles
focusing on last mile on activities with little or no relation to retailing were excluded, the same as for

demand forecasting and multi-criteria analysis.

After building a consistent knowledge data base, the writing process began, and information was
gathered and organised into two chapters. The core literature review chapter includes the information

considered essential to conduct this study: Last Mile Logistics.



The complementary literature chapter goes beyond the last mile logistic concept and focuses on
providing a general framework of other also important concepts that will be as well relevant to reach the
conclusions on the already mentioned research question: demand forecasting and multi-criteria decision

making.

2.2.Core Literature Review: Last Mile Logistics

The concept of last mile logistics has been an emerging research area with growing interest from
scholars. According to Olsson et al. (2019), the oldest article found about this concept was published in
the year 2001, which suggests that last mile logistics is a relatively new research area. However, this
number has been increasing exponentially especially after the year of 2013, indicating an also

exponential growing of interest towards this area.

But before going into deep on this subject, it is important to first understand properly what it meansand

to what context can be applied.

“Last Mile Logistics” does not comprise a simple or unique definition since it has grown and evolved
with the corresponding changing environments and industries. Despite the differences between the
existing definitions, last-mile logistics can frequently be associated with the last segment of a delivery
process (Lim, Jin, & Srai, 2018) and the most crucial step in the distribution process (Srinivas S.,
Marathe R., 2021). More specifically, can often be described as the “process of planning, implementing
and controlling efficient and effective transportation and storage of goods, from the order penetration

point to the final customer” (Olsson et al., 2019).

In retailing, and more specifically in this Case Study, last mile logistics refers to all activities performed
from the point of acquisition to the point of consumption (Hagberg & Hulthén, 2022). It implies to the
most crucial part of downstream of the supply chain which is where retailers meet with the final
costumer (Lim & Winkenbach, 2018). So, it can represent an opportunity to the business, but also be a
threat to the company financial and operational efficiency. In fact, literature has shown consensual when
considering the last mile is as the most expensive and least efficient aspect of a supply chain (Lim, Jin,
& Srai, 2018).

On one hand and if managed efficiently, the last mile logistics can play a crucial role on the company’s
overall operations performance as it directly affects the logistical costs, both economically and in terms
of the customer’s perceived quality of the given service. In fact, literature shows that the last mile

accounts for 13—75% of total supply chain cost, depending on a variety of factors (Gevaers et al., 2009).



On the other hand, and if managed ineffectually, it can also be a downfall for the company causing an

increase of the logistic costs and, most importantly causing customer unsatisfaction.

Customers, specifically in markets with high competency and supply such as the fashion industry, must
be in the centre of the company’s business model, as they define and shape the company’s philosophy,
operations, or ideas. Especially today with the e-commerce development, customers have the most
control over the purchase power, so it is crucial that companies can understand the customer centric

strategy to be able to meet with their needs and expectations.

However, literature as shown that retailers are experiencing a conflicting new reality with the modem
last mile demands as the population is growing exponentially, e-commerce is escalating, innovation and
sustainability are increasingly core issues and customer behaviour is changing. Customers are seeking
ever shorter delivery times, placing orders in small purchase quantities, having delivery time window
constraints (Lim & Winkenbach, 2018), and ordering from a high level of dispersal of destinations
(Mangiaracina et al., 2019). And especially with all the information and competitiveness online, if
customers are not happy with what they are faced with, they are just one click away from other
competitors that offer similar products or services. In other words, they are demanding the right product,

in the right place at the right time and companies can either adapt or will not survive.

So, companies must be keen on this topic, as it could be a very important opportunity to get a sustainable

competitive advantage towards their clients, and their competitors, while highly benefiting the company.

After acknowledging the company’s supply chain, it became evident that the Last-Mile Performance, is
highly affected by a more upstream side of the supply chain — the Demand Forecasting. Every action

has a reaction and the first takes place on the upstream side.

2.3.Complementary Literature Review

2.3.1. Demand Forecasting

In the last few years supply chainsin general and last-mile logistics in particular, have increasingly been
prone to disruptions on the supply side, demand side and the transportation and distribution processes
(Srinivas S., Marathe R., 2021). Though many innovative last-mile solutions have been proposed in the
past to bypass these negative situations, certain limitations are keeping the need for proposing alternative

solutions.

However, most of the solutions presented throughout these perspectives are focused on the final node
of the supply chain, such as changing or proposing new last-mile solutions such as crowdsourcing

logistics for B2C e-commerce (Carbone et al., 2017;Seghezzi et al., 2020), drone deliveries in urban



centres using the public transportation capacity (Moadab et al., 2022), pick-up points (Masteguim &
Cunha, 2022), bicycle courier services (Tallyn et al., 2021), or mobile warehousing (Srinivas S., Marathe
R., 2021), for instance.

Nevertheless, to get to the bottom of the problem and increase overall performance in this downstream
side of the supply chain, which is referred to as the last mile, companies need to focus also on a more

upstream side of the supply chain - the demand side.

Demand forecasting, especially in fast-fashion apparel, focuses on predicting future trends or patrons of
consumption based on historical data, to assist future managerial decisions. And given the unpredictable
tastes and trends of the consumers, the difficulty of finding accurate historical data, the variety and
quantity of the products in stores, and the high competitiveness caused by the frequent price changes
and promotional activities, demand forecasting is a rather complex task in this industry (Yesil et al.,
2012). In one hand, if demand turns out to be higher than the company's stock quantity for a product,
stockouts will happen, resulting in lost profit and unsatisfied customers (Yesil et al., 2012). But, in the
other hand, if demand turns out to be lower than the company’s stock, an excess of stock will take place,

resulting on captive capital for the company.

For these reasons, demand forecasting has become a major issue for fashion retailer companies because
it plays a crucial role on the last-mile logistics final performance, and, consequently on the final
performance and outcomes of the entire supply chain. According to most authors, demand forecasting
has been studied through management efficiency and customer satisfaction (Chen et al., 2022). But, in
this study, it is proposed to tackle the demand forecasting outcomes on two fundamental concepts in

today’s fashion retailing businesses: operational efficiency and financial performance.

This is possible because Vintage Bazaar has invested in an Enterprise Resource Planning (ERP) system
since the very first day of operation which stores and monitors all the historical information related to
the sales, product availabilities, inventory, stock management and product referencing. Hence, this
system consists of a great base for building a demand forecast system which could be used as a
management tool when placing orders to suppliers, and most importantly in predicting the item’s

guantities.

2.3.2.  Multi-Criteria Decision Making

In the past decades, several researchers have studied the use of Multi-Criteria Decision Making
(MCDM) methods in solving decision-making problems in several types of industries (Kao et al., 2022).



According to Tzeng & Huang (2011), decision-making when considering a single criterion problem is
extremely intuitive, however, when the decision-making process evolves multiple criteria, conflicts

usually arise, originating the need to use more sophisticated methods.

Hwang and Yoon (1981) classified the MCDM problems into two main categories: multiple attribute
decision-making (MADM) and multiple objective decision-making (MODM), according to the number
of predetermined alternatives. The first problems involve making decisions between a predetermined
and limited number of decision alternatives, whilst the second are usually associated with an infinite

number of alternatives (Kahraman, 2008).

The problem addressed in the current project is defined by a limited number of alternatives and criteria,
therefore, only the Multi Attribute Decision Making, MADM, will be considered. The referred

alternatives will be addressed as the scenarios, that are described further in Chapter 3.

The classification of MADM methods is not consensual in the literature review (Ridder 2004; Figueira
et. al 2005; Pohekar and Ramachandran 2004), therefore a classification by the proposals is suggested

for this study, as shown in Figure 2.

Multi Objective Decision
Making (MODM)

Methods based on specific and complex utility
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Figure 2 - Classification of MCA Methods

According to Kahraman (2008), MADM can be categorized into three classes, represented in grey in

Figure 2 above:

> Multiple-Attribute Utility Theories (MAUT).

Y Additive weighting models, also known as SAW, where the Analytical Hierarchy Process
(AHP) and Measuring Attractiveness by a Categorical-Based Evaluation Technique
(MACBETH) stand out.

y  Outranking methods including Elimination and Choice Translating Reality (ELECTRE) and
Preference Ranking Organization Method for Enrichment Evaluations (PROMETHEE).
According to Mary & Suganya (2016), thefirst, takes input from multiple stakeholders using a
100-point method, and gives an optimized ranking as a result. In fact, ELECTRE method is

10



widely used to discard alternatives to the problem, which are considered unacceptable.
PROMETHEE, on the other hand, aims to provide the decision maker with a definition of
preferential parameters to support the decision maker with the most suitable working

hypothesis.

Therefore, present work will focus exclusively on studying the additive weighting models since it is
known as the simplest model and probably the most widely applied (Rasiulis et al., 2015; Von
Winterfeldt and Edwards, 1986).

2.3.3. Additive Weighting Models: AHP vs MACBETH Method

The analytical hierarchy process (AHP) and the Measuring Attractiveness by a Categorical-Based
Evaluation Technique (MACBETH) are the most popular additive weighting models. These methods
are based on a series of pairwise comparisons among the competing attributes, allowing for the

simplification of the attributes weighting problem.

Both approaches have similarities and differences. More specifically, their major difference is in the
type of scale used by the decision-makers to point out the importance of each attribute. The AHP method
uses a ratio scale, where the linguistic language importance can be translated to a numerical scale of
importance, whereas as on the MACBETH system, the scale comes in intervals, to produce
mathematically significant results. Apart from that, both methods can summarize the decision-maker’s
relative weighting results into a pairwise comparison matrix. Based on that, the importance is calculated
for each attribute, resulting in a ranking of each attribute’s importance to the overall objective of the

study.

Appendix 1 shows that the SAW methodology has been widely applied within the fashion industry, but
mostly through the AHP method. However, it has been studied that the MACBETH method can be used
alternatively to the AHP (Guarnieri & Trojan, 2019). Yet, there has not been found any research
specifically conducted through the MACBETH method in the fashion retailing industry. So, after
identifying this gap in the literature, this project proposes the MACBETH system as methodology to
conduct the studies. This is mainly because of three reasons:

» Reason 1: This method was found to be the simplest when turning the qualitative data from the
interviews and focus groups into quantitative one.

Y Reason 2: It can be widely used throughout the most different sectors, including day-to-day
decisions.

» Reason 3: According to (Bana e Costa et al., 2017) this methodology is the only that needs

qualitative judgements about the difference of attractiveness between two criteria at a time to
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generate numerical scores for each criterion and to weight the criteria. Also, it provides a set of
tools that resolves inconsistencies as they arise and provides both sensitivity and robustness

analysis after the model has been constructed.

2.4.Conclusion

The intention of this chapter is to provide a reliable theoretical context about all the critical concepts
that will be further tackled throughout this study to bring conclusions regarding the financial and

operational efficiency of the company’s last mile performance.

To do so, the literature review started with a description of this study’s core concept: Last Mile Logistics
and it’s connection with other considered critical concept to the overall understanding of this project
structure: Demand Forecasting. Given all the information gathered from the previous studies, the
literature gap was identified, and the multi-criteria analysis was proposed as this study’s research

methodology.

Now and after all the theorical aspects were supported, it is intended to move towards the more practical
stage of this project: the methodology. Here, it is expected to swift the “what” and “why” questions to

practical answers.

3. RESEARCH METHODOLOGY

3.1. Investigation Methodology

As previously mentioned, the present project follows an in-company project form, since it aimsto solve

a specific problem inside the Vintage Bazaar Company.

The proposed methodology for this study is a Mixed Methodology between qualitative and quantitative

data gathering, as it will be further explained.
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3.2. Methodology Steps

3.2.1. Data Gathering and Analysis

(0) General Information

As mentioned in Chapter 1, the first step consists of gathering all the crucial data and proceed to analyse
it.

To gather the first impressions and overall view of the company’s business model and operations,
qualitative datawas collected through semi-formal interviews with the company CEO, General Manager
and Ecommerce Store Manager. The collected information was proven crucial to build an accurate

supply chain of Vintage Bazaar which is further described in Chapter 4. The interview questions can be

consulted in Appendix 2.

On top of the information gathered through this interview, the personal experience with customer and
with the final node of the supply chain was crucial to get a complete understanding of all the key
elementsthat build the essence of the Vintage Bazaar business. Nonetheless, qualitative data gathering
included information gathered through a focus group that was further conducted, as it is described in
Chapter 5.

As for the quantitative, datawas gathered through the ERP system, called “Eticadata”, which was able
to provide all the important data from the day the company entered the market. This system has been
storing and monitoring all the historical information related to the sales, in quantities and profit of this
company. Also, this system is directly connected to the point of sales systems, enabling the office to
gather all types of information regarding the products that have been sold in a specific date, store or
period, the exact stock of items that are in the warehouse and stores, which are all extremely useful

information to answer to this study research question.

It is relevant to add that the year of 2022 was chosen as a temporal reference to most of the data
collection, since it represents a complete and the most recent and complete overview of the Vintage

Bazaar business scenario.
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The 2022 Vintage Bazaar major collections were composed by both flash and exclusive items. More
specifically, each collection had a variety between 5 and 6 flash items, each variety with an approximate
stock of between 30 and 40 units. Regarding to the exclusive items that completed these collections, a
variety of around 25 to 30 items were integrated, each with a stock of between 20 and 30 units. This
means that every collection had a 4/19 proportion, where the highest percentage holds the exclusive

items. However, these numbers are only indicative, as they represent only averages.

Adding to these main collections, the year of 2022 came with something different: a new collection
concept — the Happy Day — which is a collection made exclusively tothe online store. For this collection
a total of about 25 to 30 pieces are chosen, all exclusive items. Each variety is ordered with a stock of
about 15 units, to get the customers the impression of exclusivity and limitedness of the offered products.
The idea was to reinforce the e-commerce platform and give the customers who live further from the
VB physical stores an opportunity to also be a part of something especially designed for them, since

they cannot often take advantage of the complete brand experience and essence.

For internal organizational purposes, these items started to be organised into categories and each into
subcategories since February 2022 by the logistics department, therefore only the items that were bought
from suppliers after that period were put into their respective category. Consequently, the items that
were bought from the company prior to this data are not characterized, and consequently, that appear on
the ND category, meaning the non-defined category. This organization is structured as it follows:

Y Family 01 — Clothing: including blouses, shirts, tops, sweaters, jackets, dresses, jumpsuits,
shorts, trousers, skirts, kimonos, ponchos and non-defined.

Y Family 02: Accessories: including belts, necklaces, earrings, hats, écharpes, scarfs, bags, pareos,
bracelets, and the non-defined items.

Y  Family 03: Décor which is non subdivided into categories.

y  Family 04: Shoes: including boots and sandals.

In order to follow to the next steps proposed on the methodology, especially for building an accurate
“As-Is” scenario, information about the product’s rotativity (1), individual store growth and respective
quantities in terms of unitssold and in liquidity (2) as well of an analysis of the item”s valuability —
ABC Analysis - were considered essential (3), quantitative speaking, to proceed building this scenario.
Therefore, a Sales Analysis from the year of 2022 including all the stores, both physical and online, was

extracted from the ERP system, as shown on Appendix 3 — General Sales Analysis in 2022.

(1) Product’s Rotativity
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As it can be seen in Appendix 3, some limitations have been found through this data collection, namely
limitations related to the already-mentioned recentness of the product categorization process.
Nonetheless, calculations about this rotativity did not include the ND category for simplicity purposes,
since it is not possible to track neither identify what those products might be. Simple calculations of

direct proportionality were made, therefore not included in this study appendices.

Conclusions were that that the most rotative items in terms of quantity were part of the “clothing”
category and more specifically were the dresses with a percentage of about 18%, followed by the pants
accounting for about 10% of the total items sold in 2022. On the contrary, the least rotative category

was the décor, representing only 0,1% of the items sold in that year.

(2) Individual Store Growth in Quantity of Sales and Liquidity

To take conclusions on this specific measure, a time period of 3 years was considered to give a more
complete sample of what the evolution of each store is. So, the evolution of units of quantities sold and
its respective liquid value will be calculated between the years of 2020 to 2022. The calculations were
made by applying the simple percentual increase formula, both to the units sold and respective liquid

value.

The Vintage Bazaar e-commerce platform has been evolving over the yearsand currently holds a critical
advantage to the company’s overall sales and profitability. In fact, and as it can be seen on Appendices
4 and 5, the online store had an increase of about 44% in liquid value of sales and of 103% in quantity
of items sold from the year 2020 to 2021. When comparing to the year of 2021, the 2022 sales in volume
dropped to a negative 2%, while increasing by 8% liquid value, as it can be seen on Appendix 6.
Nonetheless, it is relevant to add that, this drop still means that the online channel is the most

representative of all the VB stores in terms of financial liquidity.

Regarding the physical points of sale, the store in Santo Amaro de Oeiras, which is the most well know
and also the first point of sale to open, had an increase of about 29% regarding the quantities sold and
of 19% regarding the liquid value from 2020 to 2021, as it is shown in Appendices 7 and 8. Concerning
the evolution from 2021 to 2022, the numbers pointed an increase of 65% and of 58% in quantities sold

and in liquid value, respectively as it is shown on Appendix 9.

The store located in Chiado, from 2020 to 2021, had an increase of 17% in quantity sold and a decrease
of -4% regarding the liquid value. From 2021 to 2022, the respective percentages grew to 77% and 58%.

These information’s were supported by the data shown in Appendices 10-12.
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Lastly and in what concerns the store in Porto, which only opened its doors in 2021, had an increase of
131% in quantities sold and of about 124% in liquid value, when comparing to the year of 2022, as it is

seen on Appendices 13 and 14.

(3) ABC Analysis

The last step to properly define the company’s “As-Is” Scenario, based on the quantitative data, is the
ABC analysis. This analysis comes from a highly known rule, the 20/80 Pareto Rule, that claims that
80% of the results come from 20% of the causes. And it’s major advantage is that can be applied to
widest issues or situations. So, in this study proposes to apply the ABC analysis with a two-way
intention: firstly, to find out what are the most and least valuable items, in terms of liquidity to the
company’s “As-Is” scenario, and secondly to serve as an accurate quantitative base to learn what items

should the company invest on the near future - for the 2" scenario described ahead.

This analysis consists of prioritizing the most and least valuable items to the company, based on what
return (either in sales or value) they give to the company. The most valuable items will be categorized
as A items whereas as the least will be categorized as C items. Naturally the idea is that the company,
when in doubt, prioritizes the A and B products, instead of the C, that are proven to be less valuable to

the company.

This analysis was conducted based of the item”s value, more specifically, liquid value, rather than in
guantity because the focus of every business, including Vintage Bazaar, is to increase the revenue and
profit. For instance, if the quantity was accounted, the VB company would probably have the paper bags
as the A product, since almost all the customer’s request a bag to keep their purchases. But, in terms of
value, this item does not add any value for the company, since it’s price is low and is intended only to
cover the suppliers’ expenses, and not to make any relevant profit. So, the idea with this analysis was to

always prioritize value, more specifically liquid value, to eliminate the discounts variable.

Also, for this analysis, not all the products were included (actives, discontinued and future), only the
active products, due to the data availability and simplicity reasons. The data resulted on a collection of
all points of sale, meaningthe physical stores (Santo Amaro de Oeiras, Chiado and Porto) and from the
e-commerce store, that can be found in Appendices 15 —29. It is relevant to note that the total shown on
these appendices does not match with the total of the columnssum on excel, due to a Category named
“Services”, which represents data that is not related to any product category, hence, it is not relevant to

this study.
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Given that the fashion industry is constantly changing, data was collected through collections, and not
time. A total of 15 collections was considered, starting in the end of July 2022, and finishing in early
February of 2023. Also, data was gathered through product family, as it was already described
previously on this chapter. The data was arranged in a table, using Microsoft Excel, as it can be seen in
Appendix 30.

Then, a pivot table was made to rank the product”s categories according to their revenue to the company.
Also, quantities were accounted to validate the Pareto Rule, previously mentioned. This table can be
found in Appendix 31, already showing the most valuable (A products), intermediate (B products) and

least valuable (C products) for the company, in term of revenue.

A more concise table was built, as it is shown above, where the main conclusions were taken.

Code % Revenue | Number Items | % Items
A 40% 2 7%
B 80% 6 21%

Table 1 - Percentage of Most and Least Valuable Items

The two products included intothe Code A, are dresses and jackets. The B products are blouses, pants,
skirts, sweaters, jumpsuits, and shirts. As for the C products, the boots, tops and purses were inclu ded,
amongst others.

The most relevant conclusions of this analysis are that:

Y Code A indicates that only 7% of the items provide Vintage Bazaar with 40% of value.
y Code A + B translates that 21% of the items correspond to 80% of value.

y Code A + B+ C show that 72% of the items correspond to 20% of value to the company.

These results, adding to the topics (1) and (2) will serve as a qualitative ground base for completing both

the “As-Is” Scenario description and the alternative scenarios further presented.

3.2.2. Define Criteria

Originally there was a list with some important criteria that were judged as relevant to include in this
study, however, given the criteria independence criteria required by the MACBETH system, the most

relevant criteria pointed out from my perspective is the following:

y Brand Concept, including the product exclusivity, brand visibility and all the concept and

lifestyle that the brand represents. This was considered decisively relevant because, nowadays
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and given the company’s current business model, the customers can buy equivalent productsin
other stores, nevertheless most still choose Vintage Bazaar. Here they have a highly
personalized customer service combined with a very cared display and décor of the store. There
is a very thorough mindfulness, ranging from the position of the racks to merchandising the
products by colour and patron. Every week the stores are given a complete makeover, including
changing the window displays with the new collection items for instance. In fact, and by the
customers words that were received via email, "...Vintage Bazaar is more than aclothing brand,
it's a concept...".

Speed of Delivery, considering that clients are demanding everything faster and more
conveniently. Convenience is key, and with the increase of the e-commerce platform, the
company was forced to invest in an upgrade with their partnering distributors to pick and deliver
the packages between 24 and 48h in mainland Portugal. And the customers notice that. As one
wrote, "...order received in record timel".

Service Quality since it has proved essential to the costumer’s building perception of the
company, especially in thisturbulentemerging business. In fact, many studies have highlighted
the outcomes of having a good service quality: improving market share and sales, increase
customer satisfaction and brand loyalty (Chen & Goh, 2019). In customers words written in
March and sent via email, stated: “(VB)...it is indeed a special brand, made of special people,
where attentiveness to the customer is everything.... | loved hearing a little more about the
history of VB".

Cost which, even though is interconnected with the already-mentioned criteria, is considered a
decisive element in the clients purchase action. Also, this cost, which is presented to the final
costumer, is directly associated with cost of suppliers. If suppliers alter their price’s structure,
Vintage Bazaar would be in a position where their prices for the final customers would also
have to alter, respectively. This is because the brand works with a specific profit margin, and

any alteration on the supplier’s side would impose an alter in the customer’s final price.

3.2.3. “As-Is” Scenario

It is referred as “As-Is” scenario, the company’s current state of operation, including an overall

perspective about the business model, supply chain, major activities, constraints, operations, and

investments.

It is important to note that this scenario will serve as a comparison scenario when conducting the

Macbeth methodology in the company’s focus group, so its detail and accuracy were prioritized. Also,

the history and evolution of the company will be further described on Chapter 5.
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This scenario will emphasis on detailing the Vintage Bazaar current business situation, based on the

most relevant qualitative and quantitative data gathered on Step 1 of the Methodology.

Regarding the suppliers, VB counts with a variety of suppliers from all over the world, depending on
the items category. For the signature items, also referred as flash items, the supplier is in Thailand. The
relationship was maintained during the pandemic, since the orders started to be placed via online,
avoiding going in person. For shoes, the company recurs to a Portuguese or Italian supplier, for bags an
Italian and for fabrics the company goes to Marrakesh. For the exclusive items, the company must go in
person every two weeks to hand-pick the pieces that are to be included into the new collections.
However, the relationship is strong, and they keep in touch almost every day to ask for more units or

more information.

The company currently has five points of sale, four being physical stores and one, the e-commerce
platform that sells throughout the world. To support the stores, there is a central warehouse located in
Santo Amaro de Oeiras, right above one of the stores. This warehouse isa central point on the company’s
supply chain since it is where all the merchandise arrives and gets out ready to be sold. The major

activities that happen there are the item’s picking, labelling, referencing and quality control.

After the items are ready to be sold, they are transferred to the stores. These stores have suffered
significantly changes in the last couple of years, due to the covid-pandemic that forced the company to

reinvent itself.

Referring to the year of 2022, the major collections were released every two weeks, and most recently
three, with some exceptions. These collections were composed by both flash and exclusive items and
were later in the year, interspersed with the “Happy Friday” collections. These collections have been
giving a boost to the online store, and to the company’s overall profitability. In fact, and as previously
mentioned, the online store was the most profitable in terms of liquid value and in quantities sold, when
compared to the other stores. Yet, it has a great margin of improvement and represents the highest
investment in the current business model of the VB company. Just now, the company signed with an
outsourced digital marketing company, to enhance the online e-commerce platform and it is the social

media engagement in the most various social media platforms.

Also, in terms of profitability, Santo Amaro de Oeiras Store has also been presented as a crucial asset

to the company, being the most profitable physical store of all three.

In what concerns the product’s rotativity, the most sold items are dresses and pants, being the dresses,
as mentionedin (3) ABC Analysis, the most valuable item category for the company. Also, the jackets

category, has proved to be highly profitable for the company during the past 15 collections.

Overall, in 2022, Vintage Bazaar has been able to sell out its collections, the stores have been profitable,

the distributors have been managing to deliver the packages on time, the customers appear highly
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satisfied, and the scenario is indeed very promising. Nonetheless, stores felt a lack of planning—demand
forecasting — especially duringthe summer collections. When it came to certain items, more specifically
shoes, stores felt a difficulty in either sell out the stock or to manage the little stock that was available,
resulting into weeks of waiting for the supplier to delivery another shipment. This last scenario kept
some customers waiting for almost a month and forced others to quit their reservation and buying in

another store.

3.2.4. “Alternative” Scenarios

3.2.4.1. 2nd Scenario:

This represents a hypothetic scenario built based on multiple factors: feedback gathered from the most
loyal Vintage Bazaar customers, insights from the already mentioned focus group and based on the

personal experience and knowledge of the brand. This scenario would include:
y  Central Warehouse

The first assumption on this scenario is that a different central warehouse, that would most suit the
company’s storage and inventory need, is considered. This is because, with the company’s growth over
the last couple of years, adding to the already mentioned increase of exclusive items, a lack of space has
been felt. The space has been optimised for storing folded clothes (flash items), but now the business
model has changed, and the exclusive items come in hangers and must be storage that way, to avoid
damaging the clothes. And, despite having made alterations, the storage is not enough for the current

volume of the business, and will not be in the future, with another store just opened in 2023.
y  Pickup Points

The second assumption is to take advantage of one of the newest and most convenient services offered
by the company’s distributor. Given the close relationship with CTT distributor, Vintage Bazaar could
offer to its clients a new option to deliver their orders in a much efficient, convenient, and less costly
for the company and the final customer: pick up points. This option is believed to suit the customer
needs better, as it provides schedule flexibility, convenience, and most of all, reduction of the shipping

costs.
Y Focus on Flash ltems

Customers feedback indicate that the exclusiveness of the Vintage Bazaar most iconic models and prints
are becoming more and more valued. Also, they are enjoying the quality of the cotton and the history
besides the design of those pieces. Recent collections have been selling out these flash items, which

indicates that the brand could invest more in designing different models and prints for each collection.
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Instead of having just one print in two colours, to have two distinct prints, also in two colours. This
would, first, satisfy the demand, increase brand exclusivity by presenting more clothing designed by the
brand and, second, would empower the margin that the brand has over these pieces. When comparing

to the exclusive items, that come from Madrid, the margin of the flash items grows exponentially.
Y Focus on A Products

Given the previous ABC analysis, it is known that the most valuable items (A items) sold in Vintage
Bazaar are “Dresses” and “Jackets”. This means that the company should start investing more effort,
money and resources on manufacturing or ordering these products categories. All collections, in this
scenario, would include not one print of dresses, but two. This would mean that the quantity of dresses
would double in which collection. Also, with the GW event being done more regularly, therisk of not

selling these products would be buffered.
y  Green Week twice a year

Green Week is the most influential event of the Vintage Bazaar company, and only happens once a year.
It is an online stockout event that usually has a one-week duration, where pieces from the previous
collections and that did not sell during the year, are available to the customers at an extremely low fixed

price.

This event represents a huge opportunity for the company to sell itsold stock, or the stock that has little
quality defects, while making profit with it. Customers are also provided with a unique opportunity to

get Vintage Bazaar items at an extremely competitive price.

Due to its hight logistical complexity, it is only made once a year, but in this scenario, it is proposed to
be done twice: once in March (for spring and summer collections) and other in September (for autumn

and winter collections).
Y Turning Suppliers into Partners

Instead of relying on five or plus suppliers, none being exclusive nor depended on Vintage Bazaar brand,
this scenario proposes VB brand to focus on turning those various suppliers into fewer partners. The
idea is towork along with the suppliers, as a network, and as a result give a step further into economies
of scale. More specifically, what is proposed in this scenario is that the number of suppliers is reduced
so that the costs also decrease. By relying on fewer suppliers, Vintage Bazaar would automatically place
larger orders, even more with the scenario of the Green Week happening twice a year and by focusing
on the flash items, which always imply ordering in lager batches, while lowering the costs. These would
be distributed over a larger number of goods, putting the Vintage Bazaar brand, into a more competitive

position on the market.
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3.2.4.2. 3 Scenario:

Similarly, to the previous scenario this represents a hypothesis build on data gathered from customers,
in-company employees and on my personal knowledge and opinion on what could be the medium -term
future of the brand. This hypothesis includes:

» Invest in a Distributor for Orders Worldwide

More specifically, to partnership with a different distributor to assure the deliveries outside continental
Portugal, where the company is not achieving the minimal standards of the speed of delivery. And by
signing a contract with a more proficient distributor and with a greater worldwide market presence, the
possibility of aggregating orders would finally be available. This would benefit the company in space
and resources optimization, operational costs reduction, and in creating a smoothers and more effective

supply chain.
Y Launch a Special Collection Line

The fashion apparel industry is often characterized by small collections and high rotativity of products.
So, this scenario proposes Vintage Bazaar, adding to the already big collections every three weeks, to
create premium small collection, where a new look was launched every month. The idea is that the
clothing pieces are capsule pieces, meaningthat they should be intemporal and easy to mix and match
withing the various looks launched over time. With this possibility, it isintended to create anew concept
withing the brand and with it, reinforce the concept of brand exclusivity. Also, manufacturing

customized Vintage Bazaar products, such as scarfs, with the company logo would be included.
y Increase Brand Scarcity Effect

With the last hypothesis described above, it is desirable to increase the scarcity effect by only having
available about 20 units of each clothing piece on that Special Collection Line. The idea is to create the
image of exclusiveness of the brand and, unconsciously, create the habit in costumers to be more
attentive to the collections launches and social media engagement, whilst increasing brand visibility.
Also, in these Special Launches, the model would be different. the company would hire fashion

influencers to the collection marketing.
» Invest in Green Sustainability Policies

The idea is to stop selling paper bags and only offering tote bags, made in Portugal and by recycled
cotton. Different sizes could be available, such were the paper bags, to the customers convenience whilst

carrying its purchases. Apart from the obvious eco-friendly benefits from using this new alternative,
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another benefit arises: free advertising to the company. With these alternatives, people tend to reuse
most tote bags, even in a daily basis, either it is to shop in the Vintage Bazaar stores, but also in the
supermarkets, while traveling, to the beach, or just to carry as a purse. Actually, there is already a trend
for these cotton bags, and the company would only benefit from having them, especially if they

customized a bag for each season, with the most famous prints, apart from the logo.

3.2.5. Focus Group

On the 215t of march, a focus group was conducted with the goal of adding qualitative relevance and
reliability to the multi-criteria analysis performed on Chapter 6. More specifically, and given their
individual experience in the company, gather important information on how this group of people view
and think of the Vintage Bazaar operations, it’s major constraints and opportunities and most
importantly, get their perspective on what are the most and least relevant criteria in this business. This
interview accounted with the presence of six elements. All these elements were believed to add
significance to the matters discussed, as they represented the various departments throughout the
company. A representation of the elements that took part in this focus groups, as well as their job
description and reasons why they were believed to add value to the group conclusions, are represented

in the table below.
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Interviewee

Job Title

Job Description

Added Value

A General Manager Manages overall operations of the company Broad expenence and knowledge of the brand
and assures all departments are properly Awareness of all company's projects and departments
aligned and fimctioning. Manages staff, developings
oversees the new projects, mamtains the Close relationship with all parties involved
relation with the suppliers and others. Makes managenal decisions when the CEO is out of office
Reports to the CEO.

B Administrative and Financlal Supervises and mamtains fimancial and  Awareness of the overall financial situation
admmistrative records as well as monitoring  Relationship to suppliers
systems to record cash flows, payments, Management of company’s internal and external resources
statements and other data for day-to-day
transactions and reports.

G E-commerce Shop Manager Manages and delegates work through all the  Expenence in both online and in-store projects
e-commerce department. Responsible for Awareness of major onlime operational constramts
customer support, controlling sales, and  Point of contact with company s distributors
assistmg in the creative process (shootngs, Close relationship with the final customer
products  descriptions, developing of the Creativity and marketing knowledge
website).

D E-commerce Shop Assistant Specialized on customer support. Manages Broad experience in customer support
all the social media engagement, emails and  Knowledge of the consumer pomt of view
messages sent from the customers,

E Store Manager Responsible  for  overseeing the daily High experience with customers
operations of a store, making sure it nms Specific traming m the fashion industry
smoothly and effectively. Apart from selling, Knowledge of the business, creativity, marketing and pro-
is the first person responsible for the traimng  activity
of the new stores staff.

F Logistics Manager Responsible for ensuring the first part of the  Awareness of the major operational constramnts

supply is efficient and effective. Organizes,
labels, controls quality, stores and distnibutes
to their appropriate destinations

Management stock entrances and exits
Sense of creativity

Table 2 - Participants with Respective Job Title and Description

This specific number of elements was chosen because it was believed to cover the most experienced and
opinionated workers on the matters discussed on the gathering. It is important to add that this focus

group is a form of qualitative data gathering and does not serve as representative nor statistical data.

Regarding the focus group structure, a set of questions, that were though ahead, were asked to lead a
path for the participants so that they were prepared and acknowledgeable to take the final conclusions.
Also, a set of visual techniques and language was used during this session to stimulate the participants
and encourage them to have ahigher engagement. In what concerns the language, it was totally informal
to match the team”s best way of working. The focus group was called “Vintage Bazaar Cooking Session”
to incentive every participant to contribute with an important ingredient to make the final conclusions
and ideas more “appetizing”. The idea was to give the traditional focus group a twist, also typical of the
Vintage Bazaar company, and make all participants more comfortable and stimulated during this
session. Regarding the visual techniques, a set of cards, each with keywords, was made for specific

questions, to power the group interactions.
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3.2.6. Step 6: Results Analysis

The session took a total of 45 minutes and permission was asked to record the conversation, whilst
maintaining the anonymity of the participants names. During this time, a set of 9 questions was made,

as presented as it follows.

Y Question 1. “What do you think are the processes or activities that are critical for Vintage

Bazaar to function as the business and company that it is?”

For this question, a set of cards with already written keywords above was presented and, in group, the

results were as it follows.

Figure 3 - Participants view of Vintage Bazaar Supply Chain

As it is possible to see, major importance was given for the promotion activity from almost every
interviewee. The design was also considered important, butin comparison to promotion was least voted.
Then, it was interesting to hear the participants talking about the planning activity, which became clear,

right in the start, that was a problem to this company.

“But this one (planning), in my view, is where we sin most. This is where there is the biggest failure.”

— Interviewee A

Little importance was given to the other activities, so the second question was asked.

Y Question 2: Given these chosen activities, could you build the sequence of activities that best

describes this company?

The intention of this question was to understand where, in space, the participants located the beginning

and end of the company’s supply chain. The results were as it follows:
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Intervi  Promotion | Design  Suppliers  Planning  Storage  Distribution Quality Client Quotes
cwees Control

“For me it's nol just promotion ... s communscation ...
what you can do with comumumication, whach is creating

A value .. a collection that is standard ... now has a
character and a concept that is transmitted through
peomotion, through design.”

... 1 think everyone comes 10 thus (planning) .. 1 have
to plan i relation to the supplier, how am 1 going to

B control the quality, how am [ gomg to do the
dsstnbutson . that 15, thes s all super suportant but tas
is all within good plannmg ™

“It's catical that we have the product ... but then we
have to invest in how we pass it on to the clients, and

c
how we promote it . Utimately about promotmg, and
peesenting to the workl what we are.”

I thnk what distingushes our brand are the shootngs.

D Because that's what promotes and creates the dream! ...

We can have great products, but if we don’t promote
them, they won't get anywhere

“All are important, But i this (sapplers) & not & wmnner, and
If they sre just half a docen of clothing pleces, not inseresting

E or equal to what is already on the market, nooe of this s
going to make the company to thrive.”

“I think it's no use having a supplier, if youdon't bave a
F vision. (...) People don't want to buy clothes, people
want to buy Vinlage Bazsas.”

This sequence was built majorly by Interviewees B and C and was rapidly consensual through all

participants.

Y Question 3: Now taking these supply chain, planning and logistics concepts. What do you think

contributed to the success of Green Week, in practical terms?

The immediate responses were:

Table 3 - Critical Activities of the VB Company by Interviewee

“We planned.” — Interviewee E

1

“In advance.” — Interviewee D

’

“And with experience.” — Interviewee B

Throughout this question, and by including the practical concept of the Green Week event, it became
evident that all participants acknowledged a connection between planning and the outcomes. There, the
conceptual names of last mile logistics and demand forecasting were introduced, as well as their

importance in the companies supply chains, especially in the fashion apparel industry.
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»  Question 4: If you were torelate and weigh these two concepts, even though they are separated
by all the other processes you have already identified as critical, how would you do it? Do you

think they are not related at all, a little, or very much?

All participants agreed that demand forecasting and last mile logistics were extremely related.

»  Question 5: Thinking about a large company in the fashion industry: Zara. Do you think that,
to have the results they have, efficient last mile logistics, they invest in finding out exactly what

customers want and will buy, demand forecast?

“Yes. Absolutely... And not only Zara. If you go to Stradivarius or Mango, the trends are all the same...”.

»  Question 6: Now, do you consider that Vintage Bazaar invests in demand forecasting when

choosing and buying the products?

All participants agreed upon the fact that VVintage Bazaar does not have nor invest in any form of demand
forecasting when going to suppliers to choose the models, colours, patrons nor trends. In general, and
according to interviewees D and E, the company “... has a lot to improve” since it goes “very much by
intuition”, respectively. For the specific event of Green Week, interviewee A also statedthat “... there
is a need to demand forecasting .

After being identified that there was no demand forecasting, the “why” answer arise.

“What we need is time to implement this demand planning... That is, planning always must be associated

with a chronological timetable. And that is what is missing ”. — Interviewee A.
Here, the lack of space was also mentioned as a supported reason to this lack of forecasting.

Interviewee F then gave an opinion on about how Vintage Bazaar could start implementing a way of
demand forecasting, that soon came to everyone’s agreement: “we simply can’t wait for the trend. When
you go to Zara or Mango, the trend is already there. We are late: we must go to the events and vogue
fashion week to see and anticipate these trends. For example, now the trend is denim, but the trend

started to be denim about two months ago. And we still don't have the denim trend in our company”.

Y Question 7: What would be the pros and cons of implementing this demand forecasting in

Vintage Bazaar company?
Prior to the answers, a set of antagonise cards was put onto the table, this being:

e Overstock / Shortage of stock
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e Higher costs / Lower costs

e Satisfied customers / Dissatisfied customers

e Efficient space management / Not efficient space management

e Company Growth / Company Stagnation

e Higher Brand Visibility / Lower Brand Visibility

e Increased possibility of partnerships / Decreased possibility of partnerships
e Decreased process time / Increased process time

e Higher product quality / Less product quality

e Operational efficiency / Operational Inefficiency

From these cards, only some were mentioned, and identified as pros or cons:

Pros Cons
Suock
Lower Costs

Company Growth
Brand Wisibility

Partnerships

ER R -

Sabisfied Customers
Space A
Quality X

Operational Efficiency X

Table 4 - Identified Pros and Cons

These results point towards a situation where the benefits surpass the disadvantages, meaning that the
group hasshown interest and identified the demand forecasting activity as a much-needed process in the
Vintage Bazaar company. And potentially, pointed this activity as a solution for most of the operational

problems felt, and for the time managing related activities.

»  Question 8: If you had to describe Vintage Bazaar in only one word, what would it be?

For this question, each participant was given a blank card in which the word should be written. The

cards were shown after all had finished and the results were the following:
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First chose “Uniqueness”, but with the current  The interviewee C justified this entenia based of
business shift (buying exclusive items from on the brand clothmg choxes, the shootings, the
Madrid) chose “Energy” as the final response collections lauch looks, and all the feedback that

the brand receives by customers

This criteria refers to the characteristic patrons of This word was chosen twice, clearly mdicating This cotena was felt by mterviewee F, and was

Vintage Bazaar clothing pieces that come from that the brand identity is understadood and writen based on the rythm of the current business

Thailand. perceived as the same by their workers, and in Once more, a lack of time to prepare, plan and
extend, by it's consumers execute is felt

Figure 4 - Words chosen by each Participant.

Interestingly enough the word “Dream” was chosen twice by two different participants, which, in
representative terms, validates the idea of how the internal workers view the company they are working

in and, in it extend, how also the costumers experience the brand.

Then, 4 cards, each representing the criteria already chosen as an input for the Macbeth system, were
shown to all participants. The point was now to for the criteria chosen by the participants into que criteria

that was thoroughly analysed by me. As previously mentioned, the chosen criteria were:

Brand Concept
Speed of Delivery

Service Quality

~ O~ ~ ~

Price

After explaining each concept and what it stands for, the group fitted their individual criteria “Brand
Concept”. As Interviewee D stated “... the brand concept is always underlying. If you don't have a

concept, you can't differentiate from the competitors nor the market”.

BRAND CONCEPT

Energy

Print
Style
Dream
Hurricane

Figure 5 - Individual Criteria fit onto Brand
Concept
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During this debate the criteria of “Brand Concept” was debated and strongly agreed to symbolize the
exclusivity of the brand, not necessarily of the pieces, and the reason why so many customers still want
to buy clothing pieces from the brand, and not from competitors. This brand concept includes the styling,
the merchandising, the photo shoots and how the final product is presented to the customer, either online
or in stores. Customers feel the need to be a part of something. Andthe Green Week serves as a perfect
example: clients do not worry if they order two or three identical dresses, many just want to buy

something so that they can have something with the Vintage Bazaar label.

> Question 9: How would you rank the remaining criteria by order of importance?

Service was ranked onto second place because it refers to the shopping experience. In this company,
buying a clothing item is much more than just clicking on “Purchase” button on the website, it is about
all the support, care, and attention to detail that is given to the customers. The VB company highly
invests on training the people that are directly in contact with the final customers to make them feel a
part of something, to feel heard, to feel comfortable and most of all to feel confident | what they buy.
The brand views the customer purchase as an opportunity to make the customers come back for more.

And during this focus group, this message was recurrent through most of the participants.

# 1 BrRAND coNCERI

# 2 servicr # 2 SPEED OF DELIVERY

#4 o

Figure 6 - Criteria Ranking by Ascending order of Importance

Also, the speed of delivery was equally ranked onto second place because the participants, given their
experience with the brand, and level of proximity with the customers, understand that the clients highly
value the premise of “receiving the right product in the right time”, as interviewee E stated. In fact, many
Vintage Bazaar costumers often send their positive feedback about this matter through social media or
through private messages in WhatsApp. But these times become more difficult to maintain for orders
that are shipped into the islands, so interviewee C, mentioned that the option of pick-up pointswould be

highly valuable for the company, since it represents and more convenient, flexible and most of all
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affordable option for the Vintage Bazaar mainland customers, and even more to orders that go to the

islands.

Finally, the price was ranked onto fourth place, because, and as interviewee F said “... if the customer
was happy by the service, and even if the order arrives one or two days late, the price will not matter at
all”. This clearly shows that the major concern of this brand is not the price, is not to be a fast fashion
company that sells it’s clothing at the very lowest price in the market, but instead, aims to be the brand
that customers feel the most valued and identify themselves with the lifestyle that the brand represents.

To conclude, this focus group was crucial to understand how each individual participant, and as an
extend, the department that is represented, felt about the company in various levels. Firstly, and through
the questions 1 and 2, it was intended to understand how the Vintage Bazaar supply chain was viewed
from its internal resources. If the critical activities matched between participants, and ultimately, if they
matched with the individual analysis done based on my research. And, as it is showed ahead on Chapter
5 — Case Study, the critical activities identified were a little distinct. Nonetheless, the supplier’s
importance discussed through this focus group has come to meet my personal analysis. Without a good
relationship with suppliers, the company cannot be able to deliver the right product to the costumers,
and the entire supply chain is compromised.

Also, it was very interesting to hear about the importance of the promotion and of the design to this
company. Almost every participant mentioned or agreed onto these criteria, being one of the most
critical activities for the Vintage Bazaar business to run properly. Another critical activity mentioned,
that was not on the previously written cards, was the communication. This was given a lot of importance,
because it influences on how the product is directly perceived by the customer: their first impression.
And thiswas a crucial input that came from the General Manager that has worked in this company since

its first day and has accompanied the brand growth and evolution throughout the years.

Something that | was not expecting was the little importance given to the final customer, especially from
the Store Manager and E-commerce Shop Manager. On the contrary, | have the opinion that the final
customer is the centre of the supply chain and the company’s business model. More than the suppliers,

promotion or communication, the client must the in the centre and the company’s top priority.

Another very interesting matter of these two questions, that was after identified as clear in question 3,
was the importance given right away to the planning activity and in how was rapidly known that it was
lacking on the company’s day to day operations. By comparing Vintage Bazaar, a small-medium
company, to Zara, a big and successful brand, made participants understand that that is how smaller
brands evolve into bigger, better, and greater ones. The motivation, the will, the people, and the energy

are there, and if othersare being successful in the last mile of the supply chain (where most part of the
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operational costs is invested), why can’t we invest in planning (demand forecasting) to try to have

greater operational and financial results, as this study’s research question refers?

It is very important to add that this interview was extremely useful because, not only did it added value
to the already made alternative scenario building, but also, validated and corroborated some of the

options that were put.

Lastly, and to serve this focus group major purpose, the question 9 was critical to understand the weight
and what was most or less valued in this business by the participants. This input will serve as a direct
input for choosing the evaluation parameters and its respective ranking for the 4 criteria chosen for the

Macbeth analysis in the next chapter.

From this meeting, the parameters chosen to evaluate each criterion are further presented in Chapter 5,

in Figure 8.

4. CASE STUDY

The chosen company is a fashion retailer company called Vintage Bazaar. It is a Portuguese-based small

and medium enterprise (SME) that has been on the market for 16 years.

Throughout these years, the company has undergone through substantial changes in the various business
areas, including vision, goals, human resources, and supply chain, but has always maintained its business

focus on offering the client the best experience in fashion.

Vintage Bazaar started as a re-selling company for already manufactured items bought overseas, mainly
in Thailand. The current company CEO picked and bought the clothing items herself and flew them to
Portugal, more specifically to Santo Amaro de Oeiras, where she found a small “shop”. Her friends and
later, the community around that location, shown an increased interest on buying the clothing items she
brought, so she gave a step forward and started renting this small space also in Santo Amaro de Oeiras,
where later the first Vintage Bazaar store has opened. In those days, she was the only person working,
but rapidly became clear that help was needed. A small office was created on the cave in of the store to
allocate the three workers. They focused mainly on selling clothing items, but soon started to invest in

accessories and even some décor pieces.

Later, and to reach more customers and increase brand visibility, Vintage Bazaar started to sell their
products in other brands stores all over the country. Local stores from all over the country received a
commission from selling the Vintage Bazaar pieces and as a result, the brand started to gain visibility

and customer fidelity. It was time to give another step forward and beginning to design its clothing items
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and order its production to big factories, also located overseas. They would go overseas and order in
large batches and with a three-month frequency time and sell them in their first store, in Santo Amaro
de Oeiras and in the other selling points. For future explanation purposes, these items are called flash

items.

As their business awareness increased, and the sales went up, it was time stop selling Vintage Bazaar
items in other stores and the reselling business was shut down. In parallel, more stores opened, in Lisbon
and, more recently in Porto, and their business model started to shift, as well as it"s organizational human

resources chart, as it can be seen in Appendix 32.

One of the greatest changes came during the Covid-19 Pandemic when the company was forced to
change its business model to be able to continue its business activity. So, they invested largely in
expanding their business worldwide with the VB website opening. Another relevant change occurred
last year when the company started to focus more on buying already manufactured clothing items from

suppliers in Madrid and re-selling them in their stores. These are called exclusive items.

So, their current business model consists of releasing the collections every three (flash items) but are
interposed with releases of those exclusive clothing items that come from Madrid. Therefore, the
company’s business model has completely changed and is still currently changing, as new clothing items
have entered the point of sale every single week.

For a better understanding of the company’s business structure, the supply chain can be seen in Figure
7.

Suppliers Warehousing Distribution Client

Thatland

Madsid Labelmg.
ad
R‘:fdtﬂ;‘lllg Showroom WF
¢ Quality
Control « . . - O
Physical Point of Sales m

Ttaly
Storage & Onlne
Others Offices

Portugal

Marmakech
Online Polnt of Sales

P4

ad'r

» Physical Flow W Waiting Zones
Informational Flow F  Failure Zones
=2 Inverse Logistics C  CostZones

Figure 7 - Vintage Bazaar Supply Chain and Major Constraints
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Besides all the positive aspects that come from the change in the company’s supply chain, some
constraints have also arisen. The main waiting, failure and cost zones were identified throughout the

entire supply chain and, as a result, the major challenges faced by the company are the following:

Extended Waiting Times on the Supply Side, especially from suppliers overseas;
Overstocks and Understocks situations on the Points of Sale;

Excessive Storage Space Occupied,;

Increase of Product Obsolescence with time;

Errors between the Physical Stock and the System Stock;

Customer’s Parcel Lost by the Distributers;

Customer Quality Complaints;

~ O~ @~ v @~ ~ ~ ~

Major Waiting Times for Customer Orders in Madeira and Azores Islands.

Some of these challenges have been reported by company workers during semi-oriented interviews and
others have been noted by personal experience in the company. And after careful analysis, it became
evident that the Last-Mile Performance, which relates to the final part of the supply chain in which the
customer takes part (transportation, waiting times, quality, exclusivity, etc) is highly affected by a more

upstream side of the supply chain — the Demand Forecasting.

In the aftermath of all these topics, the Research Question of “Can a Demand Forecast System improve
a Company’s Last Mile Financial and Operational Efficiency Performance?” has arisen, which 1 will

discuss and respond to in the next chapter.

5. DATA ANAYLSIS AND DISCUSSION

5.1.Problem Structuring

As previously mentioned, the MACBETH system consists of a Multi-Criteria Analysis System that aims
to support the operational decision-making of a company, especially given the volatility of the business
world. More specifically, the volatility in the fashion industry, in which constant change, fast rotativity
of products, seasonality of collections, increase of globalization and information flux and risks of

disruption, are characteristics that are strongly present.

The system enables the qualitative evaluation of multiple options, having as a base a 7 categorical
attractiveness levels, for each of the criteria chosen. Also, the qualitative valuation these attractiveness

differences by the Value Functions and set of Ponderations.
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The first step to implement this methodology is to structure the problem. And what is proposed with this
system is to understand the effects of a demand forecast system on the Company’s Last-Mile Financial
and Operational Efficiency Performance, given a set of criteria, qualitative information, and alternative

scenarios.

5.1.1. Define Criteria

The next step, and regarding the structuring of the MACBETH method, is to define the criteria,

performance descriptors and the alternatives.

As for the criteria definition, some exclusion and inclusion criteria were considered. Initially the most
important criteria were the listed, similarly, to Figure 8, but after a careful analysis of the company’s
business model and supply chain, the most relevant criteria were chosen and can be identified as the

highlighted in a different colour, as it was previously described in 3.2.2.

Evaluation Criteria
< (‘“m

Exclusivity Speed Mroducts Flexibtlsty
Visibality Accuracy Service Coat
Product Merchundise Flexibiliny Quanlety
Lifestyle Convimences Exclussviry
Communication

Figure 8 - Evaluation Criteria

After this criteria choice, the MACBETH model construction could finally begin. A new file called

“Vintage Bazaar Case Study” was created and the most relevant criteria were laid out, as it follows:

'Weughmg a Demand Forecasting System on VB

| Brand Concept |

—l Service Quality

—l Speed

—l Supplier's Cost

Figure 9 - Criteria Tree Construction

5.1.2. Performance Descriptors
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Now, the question is “how could we contribute decisively to well informed judgements and to justified
and transparent evaluation?”. According to (Bana e Costa et al., 2003), a “descriptor” is an ordered set
of plausible impact levels associated with a criterion. In practical terms, is used as a measuring unit
(either categorical or numerical) that operationalises the impaction of each action in the criterion, makes
the objective description possible and adequately frames the evaluation model (by restricting the most

attractive and least attractive levels).

For all evaluation criterion, the respective descriptors were defined in accordance with the Vintage

Bazaar preferences, and are summarized in the Figure 10, presented below:

EVALUATION CRITERIA
Brand Concept Speed of Delivery Service Quality
Figure 10 - Evaluation Criteria

For each qualitative criteria, Brand Concept and Service Quality, four performance levels were defined,
and each level was formed by a combination of two variables. The four levels were created with the

intent of covering all the possibilities between those variable combinations.

Regarding the quantitative criteria, Speed of Delivery and Price, five levels of performance were
discriminated to provide a middle term of performance level, a midterm that is not possible with four

levels.

Then, to continue building this model, it is recommended that the company provides an explicit

definition of the performance level in each criterion alternatives:

Yy The “Good” level was attributed the intrinsic value of “undoubtedly satisfying” level of

performance.

> The “Neutral” level was attributed the “neither satisfying nor unsatisfying” level of

performance.

These performance levels were created to avoid the most common error in this methodology that is to
determine the weightings without considering the reference levels. So, the “Good” level of performance
was attributed the score of 100 points and the “Neutral” of 0 points. Now, these two levels will serve as
reference levels within all the model structuring since they are proved to contribute significantly to the

intelligibility of the criterion. Saying that an option is better than other in terms of service quality, for
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instance, is not the same that explicitly defining what is meant by a good service quality or a neutral

service quality.

To attribute this reference levelsto criteria, qualitative and quantitative data was taken into consideration

to locate where the company is at now, and to where it can evolve.

More specifically, and for the “Brand Concept” criteria, the chosen performance descriptors were both
qualitative. The combination between the variables “Uniqueness” and “Value” was considered the most

suitable to measure these criteria:

Y Uniqueness since the brand aims to offer exclusivity to its customers, not only in clothing but
also in the shopping experience as a whole.

Y Value because, no matter what path the company choses, that being investing in a special
collection line, do the Green Week event twice a year or invest in pickup points, the most central
aspect is how the costumer perceives and what idea it forms around the brand. So, ultimately, it
is key to measure if the customers values or not the aspects that integrate the “Brand Concept”

criteria: exclusivity, visibility, styling, product presentation, influencers and so on.

As it is shown in Figure 11, the combination of “Concept of the Brand is Unique and Highly Valued by
the Costumer” was considered as the “Good” reference, because it represents an attractive position for
the company. And, as for the “Neutral” reference, the combination of “Concept of the Brand is Not
Unique, but Highly Valued by the Costumer” was chosen because, even if the brand can have similarities
to other brands (clothing pieces, product merchandise, customization of services, etc), the minimal
standard should always have the costumer to appreciate and value the experience. More than being
innovative and always unique, it was considered that, if the costumer is satisfied, the image it forms

about the brand is positive.
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Figure 11 - Exclusivity Performance Levels

Regarding the “Speed of Delivery” criteria, the performance descriptor was quantitative to facilitate the

numerical measuring:

y  Percentage of deliveries within 48 hours gap. This is because the company, when it comes to
continental deliveries, complies most deliveries within 24h-48h gap after the purchase was
validated. Customer feedback points that customers are rather satisfied. However, when
concerning the shipping outside Portugal continental, including the Azores and Madeira islands
and even overseas, the orders take much longer. So, an up value of 90% and a low of 65% were

defined, in conformity to what the company should offer with the different scenarios.

In what regards the levels classification, the company in the “As-Is” scenario is at approximately 85%
of deliveries within the specified time gap, for continental deliveries in Portugal. But, for deliveries in
the Azores or Madeira Islands, and international orders, the gap is considerably reduced to about 65%.
Nonetheless, this value represents a neither satisfying nor unsatisfying situation according to the
company CEO, meaning that it was attributed as the “Neutral” level of performance. On the other side,

the “Good” performance level was assigned by the company to 85% in all deliveries.
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Figure 12 - Speed Performance Levels

For thethird criteria — Quality of the Service — the variables to measure were qualitative, and similarly

to the previous criteria, the variables combination were value and level of customization. As described

above:

y  Value, similarly, to what was described for the “Brand Concept” criteria, creating customer

value increases customer satisfaction and the customer experience. So, it is key to increase

customer loyalty and fidelization and brand visibility.

y Level of Customization was chosen to measure this “Quality” criteria, because providing a

personalized service is the costumer tailored experiences that meet the consumer's individual

needs and preferences. Also, this personalization often makes the customers feel more valued,

which inspires greater brand loyalty.

As it is shown in Figure 13, the “Good” performance level is “Customized and Highly Valued by the

Costumer” because it represents the absolute goal for the company and, the “Neutral”, on the contrary,

to be the “Standard, but Highly Valued by the Costumer” combination. If the store manager just

complies with the minimum (greet customers as they enter, answer to questions made or thanking them

for the visit), it can make a difference to the image that the customers build around its service quality

and, therefore, the brand image formed by the costumer.
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Figure 13 - Service Performance Levels

Finally, and as for the last criteria — Cost — was described as a quantitative criterion and was proposed
to be measured by the suppliers cost of the clothing per collection. In otherwords, the liquid value that
the company needs to pay their suppliers to order an entire collection, in average. Keeping that in mind,
the company, then proceeds, to calculate the final price that is presented to the costumer. So, though the
monetary cost of each collection, the company sets the margin and then, finally, the price for the final

costumers.

For the performance levels, a set of calculations were made to discover in what level the company is on
all scenarios. After gathering the average price cost per item category, as shown in Appendix 33 and 34,
and by multiplying those numbers by the average quantities ordered by each item category, already

mentioned on Chapter 3.2.1, an average cost by collection was calculated to each scenario possibility:

y» Company’s “As-Is Scenario”
For the Flash Items, the following formula was applied:
6 Items Variety X 40 units stock x 7€ (average cost by item) = 1 680€
Concerning the Exclusive items, and based of the latest collection, the formula was the following.
30 Items Variety X 20 units stock X 17,3€ (average cost for all items) = 10 380€
This data enables to calculate an average price cost for each collection of around 12 000€.

Y 2nd Scenario
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Since this scenario will explicitly focus more on the Flash Items, and on hosting the Green Event twice

a year, more variety of flash items was considered, rather than to the exclusive ones, and in bigger

quantities to have units to spare for the event.

So, for the Flash Items, the following formula was applied:

12 Items Variety X 45 units stock X 7€ (average cost by item) = 3 780€

As for the Exclusive, and with the option of “Turning suppliers into partners”, it is expected a reduction

of the price cost per item. And for this, a percentage of 3% reduction was assumed.

15 Items Variety X 25 units stock X 16,8€ (average cost for all items) = 6 300€

So, the approximate cost price for each collection, considering the “2" Scenario” would be of about

10 000€.

y  Lastly, and concerning the 3 Scenario, the calculations were the following:

6 Items Variety X 40 units stock x 7€ (average cost by item) = 1 680€

And as for the exclusive items, which in this scenario would compose the Special Collection Line

(increasing product variety while decreasing quantities), the calculations were the following:

45 Items Variety X 15 units stock x 17,3€ (average cost for all items) = 11 677€

This gives a total of about 13 3000€ for the cost price for each collection on this scenario.

All these information, were put in the Macbeth system, as it follows on Figure 14.

The “Good” level of
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performance

was

attributed to the 10 000€ option, meaning is it an undoubtably attractive scenario for the company. It is

Figure 14 - Suppliers Cost Performance Levels

41



always competitive for the company to spend less whilst obtaining the same outcome (profits margins,
customer satisfaction, service quality, etc). On the other side the “Neutral” level was attributed to the
current company suppliers’ cost, 12 000€. It does not represent neither a good nor bad option, as it is

feasible at the moment.

5.1.3. Define Options/Alternatives

Now, given these information’s about the criteria and their respective performance indicators, adding to
the already described scenarios, a table with all options and respective performances is presented in
below (Table 5).

N+ Tabela de performances X

Opcoes BC Sv S c

Asds UMV |[C MV 65 12000
2nd U Mv C MV 75 8400 |
3rd UHV | CHV 90 | 13300 |

Table 5 - Table of Performance for each
Scenario

Regarding the first criteria, the Concept of the Brand is consired unique in all scenarios, since ... it is
extremely important that the costumers are wearing something exclusive and designed by us, that adds
value and status, and that is a reference”, in the words of the company CEO. Then, regarding the value
perceived by the costumer, it can be moderatly or highly felt, never null, because it is not how the brand
is nor corrsponds to the costumers feedback. So, in the “As-Is” and 2" Scenrios this value is felt
moderatly, because, indeed it exists but in comparison with the 31 scenario, where a special line is
proposed, the brand would add even greater value to its costumers, by increasing the brand escarsity

effect, and make the costumers feel they were apart of something even bigger and better.

Concerningto Speed of Delivery, and due tothe shippingto the portuguese islands and internationally,
the 24-48h gap is not always possible. That is why the percentage of the As-Is” Scenario is about 65%
withiin thisgap. In the 2nd Scenario, it is expected to increase to 75% due to the central warehouse option,
allowing for order agreggations, and the partnership with already existing distributor for pickup points.
These are advantageous for the company (reduce delivery times and operational costs), and also for the
final costumer, since they do not have xtra shipping costs. Then, in the 3 Scenario this number is

expected toincrease to about 90% due to the partnership with an external supplier for worldwide orders.

As for the Service Quality criteria, in all scenarios it is costumized and this is because, and in th words
of the Vintage Bazaar CEO, “... customisation is my ethos and | want to transmit that to my business.
It's inconceivable not answering phones, not replying to messages, not dealing with the costumers

issues. | am very picky when it comes to buying and the way | look at services (customer support and
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problem solving), so one thing | want them to know is that we are here. Absolutely key, whether it's in a
purchase in a store, online shopping, in markets, or through communication with other companies or
influencers. If the costumer choses to go to Vintage Bazaar, they know the company will listen, answer
and respond”. The, and regarding to the level of value perceived by the costumer, moderate or high, in
the first two scenarios is moderate, because in comparison to the third, where there is an iinvestment in
Green Sustainability Policies, it is expected that the costumer values the brand even greater. Whether
by simply investing in changing the paper bags to organic and recycled cotton bags, produced by
sustainable suppliers, or by starting incentive costumers to recycle their old items in return of amonetary
compensation, or even to start producing some items locally. Nowadays costumers are valuing these

causes increasingly, as they are given a lot of alternatives on this fashion apparel industry.

Finally, and as for the Supplier’s Cost to produce a collection, the values were estimated by calculations

and then, specifically for the “As-Is” Scenario, were validated by the company CEO.

The information gathered until this point can be seen in Figure 15, that shows the rankings for each
scenario, in decreasing order of attractiveness, according to each creterion specification. More

specifically:

Y The “3rd” Scenario is the most atractive in the “Brand Concept” and ““ Service Quality” criteria,
comparing to the other scenarios. On the “Delivery Speed” it actually surpasses the “Good”
performance level, indicating it is very atractive alternative for the company. Nonethess, the 3¢
scenario is the worst, when it comes to the “Cost” criteria, being bellow the “Neutral” level of
performance.

Y  The “As-Is” Scenario is also atractive in what concerns the “BC” and “Sv” criteria, despeite
being less atractive than the 3" scenario. In terms for “Delivery Speed” this scenario is the least
atractive of all trheree, but still fits the company “Good” performance level. For the “Cost”
criteria, this scenrio is in accordance to the company “Good” reference level, menaing it is quite
atractive, but still less than comparing to the 2" Scenario.

y  The 2 Scenario is the least atractive in terms of “Brand Concept” criteria, but still inside the
company’s “Good” reference levels, menaing it is still an attractive option. The same happens
for the “Service Quality” criteria. As for the “Delivery Speed” this scanrio surpasses the “Good”
reference level given by the company, menaing that is very attractive, even if cannot overcome

the 3rd scenario.
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Figure 15 — Scenario Rankings by
decreasing order of local
attractiveness

To also validate this informations, a robustness analysis using the concept of “dominance” was
conducted in order to compare impacts of different actions. In other words, this analysis was conducted
to reduce the risk of only taking into account the indivual comparisons of the impacts-profile of each
action with reference profiles. The idea is to make sure that all scanrios, each with their different levels
of atactivenssin each criteria, are compared with eachother, and not only compared taken into account

the reference levels.

This analysis, in Table 16, shows that is robust to state that the “As-Is” ans 2" Scenarios are are globally
attractive alternatives. However, the question mark in the 3" scenario does not mean that this alternative
is globally unattractive —only shows that, with the information gathered until this stage, the alternatives

“3rd scenario is attractive” and “3' scenario is not atractive” are not robust.
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Figure 16 - Dominance Analysis

Nonetheless, the results shown only provide qualitative knowledge about the local attractiveness of the
actions, and are not enough to support whether one scenario is “better” or “much better” than another,
nor how attractive or unattractive theuy are. This can only be obtained through the quantitative value
analysis that will be further explained in the next topic.
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5.2. Additive Valuation Model

5.2.1

Criteria Value Functions

It is important to note that the matrix shown below was also validated with the company CEO, as well

as the matrix for the other criteria.

Starting with the Brand Concept Criteria, the first step is to compare the most attractive performance

level with the least attractive, in the last column, as it is shown in Figure below:

'b Brand Concept X
; - — y
B | vw UMV ] NU_HV I wo wy || Escel | EEEUE
actual
[__.__, mi forte
| U NV forte forte extroma 100 .00
forte
[ umv R ot forte a.01
WU HV B o 0.00 | [
NU MV -—'.‘:; 00 | [N
Julgamentos consistentes ‘ nuls

ol O 91217 2 RS R X0 W

Figure 17 — “Brand Concept” Criteria Value Function

In thiscolumn, the extreme level of difference was only given when comparing the opposite hypothesis
(Not Unique vs Unique and Moderately Valued vs Highly Valued). And for the other hypotheses, the

weight different was “strong” since, the CEO confessed that the level of importance of Uniqueness vs

value was strong and 50/50 for the company. Then, the next step was to fill the first row of the matrix,

that followed the same reasoning, until the diagonal was also filled, completing the superior part of the

matrix. The system automatically checks the consistency of judgements and, if they are not aligned,

suggestions are given.

Then, concerning the validation with the company CEO, the corresponding Value Function was

adjusted, as shown in Figure 18.
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This is because the company CEO stated that the weighting between Unigueness and Value to be equal.
Also, “... we must have at least one of the two. With both | succeed, with one | survive, without one |
die”. This was why the weighting of 100 points was attributed to the already mentioned extreme
difference (Unique and Highly Valued), meaning the success, only 0 points to the alternatives only
having one alternative (Unique and Moderately Valued or Not Unique and Highly Valued), as it
translated the “survival scenario” and -100 points to the alternative where neither of the alternatives is
positive (Not Unique and Moderately Valued), representing he “Die Scenario”. Also, it is important to
know that the CEO admitted that this weight can change according to intuition and collections. If she
feels that the costumer is valuing and that is satisfied with the concept and the idea around the brand,
that leaves more space in the next collection to invest in the uniqueness criteria. For example, by
choosing a special print to a meaningful collection, similarly to what happened with the Aljezur
Collection which was specially made for the launching of the new physical store. “It is not about
changing the entire strategy, but rather go on perfecting the little things: shootings, new media content

creator, different communication, and then wait for the impact”.
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Then, this process was repeated for the remaining three criteria. For the Service Quality Criteria, the

developed matrix is showed in Figure 19.

%
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Figure 19 - "Service Quality" Criteria Value Function

This value function was build based on the company’s preference of the customization criteria over the
costumer value. The company choses to prioritizes to offer a service that fits exactly the customers’
needs, so it focuses on details such as how the store managers are dressed, how they can interact, adapt,

and react to the costumers. And this is highly value because, in the company’s CEO own words:

Generally, the level of service that brands provides is bad, in terms of efficiency, speed and quality. And
that is why I value this. When | am choosing a brand or a service, this is decisive... Just by answering
a simple question on the day the customer raises its finger, it’s crucial that we are there, and then (...)
the day she must choose one brand or ours, she will choose ours”.

And then, as the customization takes place, the company will eventually receive the costumer’s value
perception. And, to contribute, the brand has a system of offering small gifts in stores, giveaways,
discounts, and others, to give every costumer, no matter the amount of their purchases, the opportunity
to feel special and valued. Ans this is why, for instance, the difference between the alternatives
“Customized and Moderately Value” and “Standard Moderately Valued” is significantly higher (Strong-
Very Strong) than the difference between the alternatives “Customized and Highly Valued and
Customized and Moderately Valued” (Moderate).

As for the company validation, the 100 points were attributed to the best scenario possible, “Costumized
and Highly Valued”. Right after, the alternative “Costumized and Moderately Valued” was ranked with
90 points. This is because, the difference between these two options just relies on the Value, which was
ranked just “Moderate” by the company. It is believed, and what arrives from the customer feedback, is
that by investing in customization, the value will eventually be felt by the costumers. Then, the score of
0 points was given to the “Standard and High Value” alternative since it is not a desirable scenario for
the company. It is not the essence of the brad nor the vision that it aims to pass. The same for the last
alternative, which was given the weight of -10 points, to remaining coherent with the all scoring. All of

this can be seen in Figure 20.
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Function Validation

As for the Speed of Delivery Criteria, the company states that, more than speed of delivery for the
orders, the speed of the service itself, “...is one of the most important criteria in services”. But not only
referring to the speed of delivery but also on the response time to customers. More than delivering fast,
the company prioritizes consistency in communication and time of responses, rather than delivering in
24h, for instance. It is important that the costumer receives its order the fastest possible, but if, for any
reason, that is not possible, the company does not give a lot of importance. Because, if the costumeris
satisfied with the pre, during and post buying service, the delivery is secondary. That is why the

following matrix was filled with lower importance levels, when comparing to the previous two concepts.

Nonetheless, this criterion was identified as key to empower the company service. Nowadays customers
prioritize this option a lot, and most value receiving their orders in the same day of purchase or just the
day after. And that is why the option of 90%, when comparing to the 60%, was given the importance of

“Very Strong”, as shown in Figure 21. Because even though the company does not prioritize this, it
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identifies the potential added value by investing in more efficient deliveries (pickup points for the “2nd

Scenario or Outsourcing a distributor for international deliveries on the 3 Scenario).
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Figure 21 -"Speed of Delivery" Criteria Function

The following validation was decided with the company CEO in the following table, as well. Here, 100
points were attributed tothe “Good” level of performance, delivering 85% of the orders in 24-48h gap,
regardless the destiny of the order. For the most attractive option, 90%, a scoring of 133 was given. This
is because, the company does not prioritize this option, nor feel that it would make an exponential
difference for the customer fidelization. Of course, it would add value to the costumer shopping
experience, but as of this moment, the company is not focusing on such high values, as it prefers to focus

its resources (financial and humanistic) in strengthen the first part of the service rather than the delivery.

As for the 75% delivery on time, the scoring validated by the company was of about 50 points. They
think that, on that level, the trade-off could be profitable in terms of adding value to the final costumer.
As for the “As-Is” Scenario, 65%, the scoring was of 0 pointssince it represents a neutral option. Yes,
most of the mainland costumers are rather satisfied with the speed of deliveries, but the islands and
internationally are not so keen. Finally, the option of only deliver about 60% of the orders in the already
mentioned time gap, was rated negative points since it is not a desirable scenario for the company. The
company is rather satisfied with their time gap of deliveries in Portugal, so anything that goes bellow

that is not acceptable.
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Figure 22 - Speed of Delivery
Value Function Validation

Finally, and for the Suppliers Cost, it was considered the least important of all four criteria. Nonetheless
it is a critical factor to the company since it directly affects the company’s profit margins and the final
price to the customer. For the analysis the company CEO stated that “the value for a collection is never
defined”. Because the collection can offer greater variety in pieces but in less quantities, but also can
have less variety, but in higher quantities per reference. Usually, the value is around 12 000€ per
collection, but it can really vary. The matrix bellow shoes the importance given by the company on this

criterion.
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Figure 23 - "Supplier’s Cost" Criteria Function

As for the validation, the results were the following:
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{755 10000
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Figure 24 - Cost Value
Function Validation



Contrarily to the previous criteria, the maximum performance level was given to the lower cost from the
suppliers (c=8000€). It is always ideal that the company can get the same outcome for a more
competitive price, and that is why the option where the cost of producing a collection, in terms of
suppliers, is around 8000€, the company will outcome the “Good” performance level (c=10000€) fixed
with 100 points. The company’s “As-Is” Scenario which rounds the 12 000€ per collection is represented
by 0 points, because it is a reference of the cost for the company, a neutral scenario where the company
is comfortable to get it"s margins and sales profits still. Then, every cost value that goes bellow that
reference is pointed as negative to the company, in the scoring, because it represents, in the current
scenario, an extra cost and can push the company into practising higher prices for the final costumers,

which is also not intended. This can be seen in Figure 24.

The following representation was very useful to visually seen which scenario is more, or less attractive,
although it still is not able to precisely identify if any scenario is globally more or less attractive than

the other, and by how much.

‘ Tabela de pontuacbes X
Opgnées Global BC | Sv ] S l Cc \
As-Is ?] 0.01 50.00  100.00 0.00 |
2nd ? 0.01 50.00 | 1€€.00 | 11€.00 ‘
| 3rd ?| 100.00 100.00 | 185.80 | -32.50 |
| [ tudo sup. ] ?| 100.00 100.00 | 100.00 | 100.00 ‘
[ tudo inf. ] ?) 0.00 0.00 0.00 0.00

J Pesos ? ? ? ?

Table 6 - Overall Value Table for Scenarios

5.2.2. Criteria Sorting

After defining all the variables on this system implementation, the second aims to define reference levels
to weight the criteria consistently. This is because, the most common error in this step is to determine
the weightings without considering the reference levels. However, methods such as the Swing

Weighting exist to consider this reference levels.
To apply this method, a set of questions was asked when building the model on Macbeth System.

y  Ifyou could move from Neutral to Good on only one criterion, which criterion would you select
for this change?

Y Excluding the criterion selected above, which criterion would you select next to move from
Neutral to Good level? This question was repeated three times, in order to cover all criteria

sorting.

And the answers, were as if follows:
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Brand Concept Delivery Speed Service Quality Cost

21 o ) - . 'R
Unique & Costumized & 0 On
_ 859 | 10 000€/col
Highly Valued | ’ ] Highly Valued L 0
\

r
Standard &

lehl\ Valued

-~/

Not Unique &
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' 12 000€/col
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Figure 25 — Criteria Ordering with Swing Weighting

“Brand Concept” was rated number one in terms of importance, when ordering all the criteria, because,
with all the individual analysis of the company, and adding what was discussed in the focus group, it
became clear that, for both for the company and client, this criterion is the most valued and privileged.

In fact, it is what differs the Vintage Bazaar company to its competitors.

The “Service Quality” was rated in second place by the company CEO because the shopping experience
in this company goes beyond the products: it is about people, emotions, and sensations. To have a great
costumer service, is to value the costumer’s time, while always adopting an interactive attitude,
providing knowledge and useful inputs, and encourage the costumer to be part of the whole fashion
experience, rather than just meet its expectations. And if the costumer leaves the store satisfied, even
not having bought anything, it is sure that he will come back: customer loyalty. It was interestingto see
that, on the focus group, the team identified this criteria and the “Delivery Speed” tied from second

place, but the CEO rated immediately as the 2" most important criteria.

Ranked in third place, thereis “Delivery Speed”. This is because, and from experience, if the costumer
values the brand, and has a consistent and strong image about the brand already, receiving tis order in
48h or 72h is not a problem. The costumer will not damage the brand image it has built, just because the
order took a little too long to be delivered. And this comes from personal experience with the brand,

especially in the Online Department, where the orders are shipped to the costumers’ houses.

Lastly, there is the “Cost” criteria. From all four criteria, it was ranked as the least important because
most Vintage Bazaar costumers, and generally speaking, are prompt to pay that little extra price — the
premium price —to feel that they are a part of that concept, and to experience that premium service. So,

cost, when considering the shopping experience, it is not a priority amongst these types of costumers.

The next step is to fill out the weighting judgements matrix, and now with the criteria already ordered

by level of importance, as just mentioned.
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5.2.3. Quantification
For this next step, a set of questions were asked to the company.

1. Given a hypothetical scenario were the company had all four criteria ranked as neutral, how

attractive is an improvement from “Neutral” to “Good” on the “Brand Concept” criterion?

In practical terms the question and the company answer can be visually seen in Figure bellow:

4 ? Very Strong

Figure 26 - Difference of Attractiveness from "Neutral" to "Good" in “BC”

2. Given a hypothetical scenario were the company had all four criteria ranked as neutral, how

attractive is an improvement from “Neutral” to “Good” on the “Service Quality” criterion?

Service Quality

Strong - Moderate

Figure 27 - Difference of Attractiveness from "Neutral" to "Good" in “Sv”

3. Given a hypothetical scenario were the company had all four criteria ranked as neutral, how

attractive is an improvement from “Neutral” to “Good” on the “Speed of Delivery” criterion?

Delivery Speed

Strong - Very Strong

Figure 28 - Difference of Attractiveness from "Neutral" to "Good" on “S”
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4. Given a hypothetical scenario were the company had all four criteria ranked as neutral, how

attractive is an improvement from “Neutral” to “Good” on the “Suppliers Cost” criterion?

Suppliers Cost

Moderate - Weak

Figure 29 - Difference of Attractiveness from "neutral" to "Good" on "C"

This hypothetical scenario was then transported into the Weighting Judgement Matrix below. This
Table also includes the qualitative ranking of each criterion, when comparing to each other. For

instance, to fill the vertical column of the Cost criteria, the question asked was:

y  How attractive are the “Brand Concept when comparing to the “Cost”, “Speed of Delivery” and

“Service Quality”, respectively?

The, these questions were repeated for all rows, until the upper part of the Ponderation Macbeth matrix
was filled out, as shown in Table 7.

Escah extroma
.
[ {8¢C] [Sv) l (s) | (€] |(u.nu frven
mi. forte
[BC) fort-mfort mod-fort  mfort-extr mt forte 45.33
[Sv] - mod-fort forte mod-tort 25.17
I 151 | raca | tonmtort || 16 ev | B8
€} frac-med 3.33 [
| tudo nt )_ 0.00 aule
Julgamentos consistentes

o Of 21215 2 Bl 2 X A W

Table 7 - Weighting Judgements Matrix

Then, a weighting validation was performed with the company, using the “Construct a Scale using

Macbeth” function, and the results were the following:
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5.2.4. Global Evaluation

" Ponderagdo (Weighing a Dem.. X

50

00 S.'i S é
P9

46

T AR Pl

Figure 30 - Weighting Validation

With all information gathered, the Overall Value Table was now finally completed, as shown in Table

Hg, Tabela de pontuagdes X ’
Opcdes Global BC Sv [ o

3rd 101.96 | 100.00 | 100.00 | 185.80 | -32.50
[ tudo sup. ] 100.00 | 100.00  100.00  100.00  100.00
2nd 53.91 0.01 $0.00  1€€.00  11€.00
As-s 41.51 0.01 | $0.00  100.00 0.00
[tudoinf. ] 0.00 0.00 0.00 0.00 0.00
Pesos : 0.5000 0.3500 0.1000 0.0500

Table 8 - Completed Overall Value Table

“Neutral” and “Good”, ranked by order of decreasing attractiveness.

This table shows in the overall column, the overall attractiveness of the scenarios and the profiles
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With the information above, some possible conclusions about the criteria are possible:

y  The “Brand Concept” is the criteria which weights the most in the decision of each scenario. It
is the most valuable asset for the company when deciding which scenario is attractive,

accounting with a weight of 50%.

Y The “Service Quality” criterion comes right after, weighting 35% of the overall evaluation of

each scenario is most attractive to the company.

Y The “Delivery Speed”, and after the company’s validation, accounts for 10% of this evaluation.
Ty Sp pany

y  The criterion that weights the least on evaluating this scenarios hypothesis is the “Supplier’s

Cost”, representing only 5% of the overall weight.

To take conclusions about which scenarios are more, or less, attractive given each of the criteria weight
provided above, the “Graphs XY” tool provided by the Macheth system were considered relevant for a
conjoint analysis of criteria. Figures 31-34 show the performance of each scenario regarding each of the

four criteria.
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Figure 31 - Scenarios Performance through "BC" Figure 32 - Scenarios Performance through "Sv"
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Figure 34 - Scenarios Performance through "S" Figure 33 - Scenarios Performance through "C"

In all graphs, the orange area marks the “inefficient zone”. Any scenario that is comprised within that
zone is considered inefficient by the system and any that stands outside is considered efficient for the

company, considering the data inputs from this system construction.
This leads to some conclusions regarding the Scenarios:

y  Table 8 shows that the 3rd Scenario, when considering all criteria, is the most attractive
scenario for the company, managing to surpass the already defined “Good” performance levels
for the company, despite being the least attractive scenario in terms of the “Supplier Cost”
criterion, shown in Figure 34. Changing up the company’s business model, when it comes to
the collections variety and quantity of items, has an important weight on the “Cost” criteria,

but still, this scenario manages to be the most attractive.

> Thesecond most attractive scenario, that complies with the defined “Good” performance levels,
is the 2nd scenario, with an overall score of about 54%. In this scenario, there is no change in
the “Brand Concept” criteria, (BC=0 in Table 8) because the business identity does not change
that much, the changes are just on focusing on the more rotative items, and focusing more on
the items that give the brand more uniqueness (flash items) rather than the exclusive ones. As
for the Service, there is a change, that relates to the increase of the “Delivery Speed” of the
orders. By investing on these criteria, the whole shopping experience in the company is
expected to increase the value perception on the client’s way of viewing the company. This
became clear in Figure 33, where the 2" scenario surpasses the company “As-Is” Scenarios
(“Neutral” Performance Level) and goes withing the “Good” Reference Level. And then, for

the “Cost”, this 2" scenario is the most attractive, as it surpasses the “Good” performance level,
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whilst still offering a very interesting outcome for the company, in terms of overall

performance, sales, and customer satisfaction.

Y And the “As-Is” scenario is the least attractive scenario, in comparison with the two others
explained above. And thisis why the weighing of the “Brand Concept”, “Service Quality” and
“Suppliers Cost” do not differ much from the company’s “Neutral” performance levels. This
means that the company is quite comfortable with this option, in terms of overall performance,
customers perception, and financially speaking, but can do better. This is a proof that, by
knowing more accurately what the customer wants, needs and in which conditions, the demand
forecasting tool showed to be extremely powerful to increase the company’s operational
efficiency and financial performance. All data gathered, either quantitative or qualitative, was
essential to build consistent Alternative Scenarios for the company, which later proved to be

relatively more attractive options for the company performance outcomes.

5.2.5. Sensitivity Analysis

The M-MACBETH software the sensitivity analyses to be performed. The systems enable the decision
maker to see that, for every value change, either textual or graphical, there is also an instantaneously

change reflected upon all other dependent values and their respective graphics.

Given the inputs of the company and previous analysis onto the Macbeth system, the Sensitivity

Analysis graph for the “Brand Concept” criteria is the following:
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Figure 35 - Sensitivity Analysis for "BC"
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Given that the weight of “BC” =50, the most attractive scenario is the 3, followed by the 2n and lastly
by the “As-Is” Scenarios. However, if the company wished to alter the importance of the “BC” criteria,
the scenarios attractiveness would change. If the “BC” weight was equal or less than 3.7, according to
the system, the most attractive scenario would be the 2" Scenario, whilst the “As-Is” continued to be

the least attractive, as shown in Figure 36.

A

He————————————————————————~

3 40 S0 @ 70 20 N WON ne

Figure 36 - Sensitivity Analysis for "BC" Weight Alterations

On the other hand, if the company wished to increase the weight of the “BC” criteria, there would not
be any consequences regarding the attractiveness of all three scenarios. No matter how the red line goes

forward, the best option will always be the 3 scenario, followed by the 2nd,

Regarding the “Service Quality”, the default Sensitivity Analysis was the following:
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Figure 37 - Sensitivity Analysis for "Sv"

As it is possible to see, no matter how much the weight of this criteria changes (either for higher or

lesser importance), they would not be any changes regarding the attractiveness of the scenarios, the 3™
being always the most attractive.
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As for the “Delivery Speed” the conclusions are similar: regardless of the criteria weight the most

attractive scenario will always be the 31 scenario.
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Figure 38 - Sensitivity Analysis for "S"

As for the “Supplier's” Cost, and given the 5% weight of this criteria, the most attractive scenario would

be the 31, as well.
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Figure 39 - Sensitivity Analysis of "C"

However, if the company desired to change the already mentioned weight of the criteriatoahigher level

of importance, alterations would take place. According to the following graph, if the company set the

importance of this criteria to any value equal or higher than 28.2, the most attractive scenario would

now be the 2", instead of the 3r.
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Figure 40 - Sensitivity Analysis for the "C" with Weight
Alterations

Faced with this information, the company did not want to reconsider the weights of the criteria, because
it would take a great change of the criteria weighting scale to change the final recommendations of the

most attractive scenario suggested by the Macbeth System.

To summarize all the steps and processes included on this Macbeth Analysis, a diagram was retrieved

from Bana e Costa et al. (2003), shown in Figure 41.

Structuring phase
! [ For all the criteria and reference profiles
Acquisition of preference information <
Suggestions
Consistency ? no [
yes
Precardinal scale
Discussion with the help
of M-MACBETH
A\ 4
Cardinal scale
\ 4
Global attracti scale
1 Sensitivity
¥ analvsis
Global comparisons table <
Robustness
analysis
\ 4
Is J conmm

yes
[ END: The model is requisite l

Figure 41 - Summary of the Macbeth Decision Aid Process
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The Structuring Phase was where the problem was defined, as well as the criteriathat would help shape

the alternatives for the problem solving.

The Acquisition of Preference Information took place and was when the information retrieved from

the company’s CEO insights and form the conducted focus group were verified in terms of consistency.

After that was validated, the next step was to determine the Precardinal Scale, when the Macbeth
Judgements Matrix were filled out with the Non-Cardinal Scale given by the system, ranging from “Non-

Existing” to “Extreme”, in what regardless the difference of attractiveness between the criteria.

Then, and with all the data gathered from the company, it was time the system started to build the
Cardinal Scale, meaningturning all the precardinal data that served as an input, into the cardinal scale

(criteria value functions and ponderations of criteria).

After those were validated by the company, a Robustness Analysis was conducted to evaluate the global
attractiveness scale, which pointed the “As-Is” and 2" Scenario as the most robust in terms of global

attractiveness, given all criteria.

Then, and to conclude, a Sensitivity Analysis was performed to evaluate if and how the uncertainty of
the different criteria could have a change on the attractiveness of each scenario. This analysis was
important to understand that those changes would only be felt by majorly changing the weighting
importance of the “Suppliers Cost”. With this, the company decided to maintain the initial weights,

leaving space for the conclusions to take place.

In the next chapter, conclusions about the global attractiveness of each scenario, especially in what

regard this study research question (operational efficiency and financial performance), will be taken.
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6. CONCLUSIONS

This study proposed to study the Financial and Operational benefits of incorporating Demand

Forecasting tools onto the Vintage Bazaar Company.

To do so, and given the knowledge acquired through the Literature Review about how Demand Forecast
can, in fact, affect the last Mile Logistics performance, a Multi-Criteria Decision-Making System was
chosen. Other than still not have been applied in this fashion industry and with the purposes listed on
this study’s research question, MACBETH proved to be the simplest system that could analyse a given
number of qualitative alternatives and transform those into numerical scores with the respective weights,

whilst automatically detecting inconsistences.

So, by aligning the qualitative data gathered from interviews, focus group, costumers’ feedback and
from my experience with the quantitative historical data from the Company’s ERP system, the obtained

results after the MACBETH system were disparate:

y In terms of operational efficiency, the most suitable scenario for the company was proved to
be the 3 Scenario, where the company’s supply chain would flow consistently, with minimal

disruptions, best information flux, and more satisfied customers.

»  Ontheotherhand, and in terms of financial efficiency, the scenario that fitted the company the
best was the 2nd. Here, the company would focus more on the products that are most sold and
which have bigger profit margin, turning collections less costly, and with minimal space for

stock inefficiencies.

Given these results, it is my opinion that the implementation of this form of demand forecasting, by
implementing any one of the two scenarios was proven to add great value to the company. When
comparing the “As-Is” Scenario with the two proposed alternatives, which were a form of Demand
Forecasting (based on quantitative historical data and qualitative forecasts), it has been proven that the
company has only to benefit in investing onto its strengths — Brand Concept, Quality Service and Speed
of Delivery — and onto its weaknesses — Cost. This last criterion is considered as a “relative”
disadvantage, because, if the company decides to invest into the two alternative scenarios, the cost will

in fact increase, nonetheless, the return of investment will also follow with time.

So, the first major takeaway of this study isthat, yes, there are in fact benefits concerning the operational
efficiency and financial performance of the Vintage Bazaar company, when applying any kind of

demand forecasting tool, either it is by organising the historical data from the previous collections to
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predict future sales or perform analysis to discover which product will continueto be the most rotative

and most valued to the company based on sales history, for instance.

This study showed that the 2" Scenario, regarding the operational efficiency, would enable the company
to eliminate and reduce almost all the constraints listed for its “As-Is” scenario: less waiting times from
the suppliers side (since there would be a reduction of the number of suppliers and an increase of each
order quantity, rather just buying small quantities to many suppliers); reduce the probability for stockout
or overstocks (based on the historical sales, an analysis for the future sales is possible); the company
would not lack space (with the proposed central warehouse with sufficient space to hang all clothing
items); decrease of obsolescence of products would be felt (with the Green Week event happening twice
a year) and final, and increase of the distribution process would be felts by implementing the pickup
points through all country. So, in general, the overall flow of the supply chain, and its processes is
expected to increase radically if the company goes for thisscenario. And all of this, whilst maintaining
a competitive financial performance. This study proved that the company could support the extra
financial investment that this scenario comprises, comparing to the “As-Is” Scenario, and more than
that, and an attractive financial outcome is expected with the proposed operational changes. As
previously mentioned in the Literature Review, the Last Mile Logistics represents between 13-75% of
all supply chain costs, so the company, would eventually decrease it"s costs and start to get the return of

its operational investment.

The 3rd Scenario, nevertheless, goes further in leveraging the strengths of the brand— the Brand Concept
and Service Quality. The creation of a Special Collection Line, and implementation of Green
Sustainability Policies, would maximise even more the company’s most valuable strengths, and
consequently, satisfying the costumers. However, the financial effort that the company needed to put

into this scenario surpasses the company’s capabilities now.

Given this, it ismy opinion that the best scenario is the 31, nonetheless, it isalong-term objective, given
Vintage Bazaar is yet a small company, starting to growth the brand and expanding its worldwide
market, and still reinventing and discovering itself in various areas. So, after weighing all this study
variables, it is my conclusion that Vintage Bazaar Company started by implementing the 2" Scenario
Alternative as a short-term objective, however, aiming to implement the 3 into the further future, to

get the maximum operational and financial benefits.
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7. LIMITATIONS

During this research project, some limitations were felt, as listed below:

Y Conventional MCDM approach can lack a general paradigm for specific real-world problems.

Literature has been consensual in recognizing that conventional MCDM lacks a general paradigm for
specific real-world problems, as many of the arising problems cannot be precisely defined nor
represented in a crisp value (Tzeng & Huang 2011; Kahraman 2008; Bellman and Zadeh 1970). To deal
with the unpredictability and imprecision present in the constraints, Bellman and Zadeh (1970)
introduced the fuzzy set theory as a modelling tool for complex systems that are controlled by humans
but are hard to define. Machine intelligence struggles to account for subjectivity when responding to the
fuzzy instructions given by human intelligence, which makes fuzzy decision-making so necessary.
Nonetheless, the implementation of Machine intelligence would compromise this study’s results, as they
would deviate attentions to the essential subject of this study, which is to focus more on the operational
and practical side of the project and not into the technical one, involving programming or language

writing.
y  Limited number of people participating on the Focus Group

For the qualitative data gathering, a focus group was conducted, with only six participants. This was
because each participant was chosen carefully to represent each of the existing departments in the
company. Therefore, it was crucial that each participant had the time and space to give its opinions and

contributions.
Y Only historical quantitative data from the year of 2022 and 2023 was considered.

With the fashion industry being in constant change, and also the company business model, it was
assumed, in this study, that only more recent data was considered as a support for the Company
presentation, supply chain construction and ACB analysis. In this last only, only historical data was

considered, and no sales forecast was included.
Y  MACBETH beta version can only support 4 criteria.

To conduct this study, the academical version of this system was used, which limits the number of

criteria to four.
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APPENDICES

Appendix 1 — Application of SAW Methodology in Fashion Industry

Title

Purpose

Methodology

Reference

Selection of Raw Materials in Textie
Spinning Industry Using Fuzzy Multi-
criteria Decision Making Approach

Selection of raw materials in textile
spinning industry

fuzzy Analytic Hierarchy Process
(AHP)

Majumdar, A. (2010). Selection of raw materials in textile
spinning industry using fuzzy multi-criteria decision
making approach. Fibersand Polymers, 11(1), 121~
127. https://doi.org/10.1007/512221-010-0121-x

Deckion making on supplier selection
based on social, ethical, and
environmental criteria: A study in the
textile industry

Supplier selection processwhen
outsourcing activities inthe textile
industry

Copeland method to aggregate
criteria / AHP method for defining
the criteria weights /ELECTRE-TRIto
classify suppliers

Guarnieri, P., & Trojan, F. (2019). Decision making on
supplier selection based on social, ethical, and
environmental criteria A study inthe textile
industry. Resources, Conservation and Recycling, 141, 347-
361. https://doi.org/10.1016/].resconrec.2018.10.023

Multiple-Criteria Decision Support for
o Sustoinable Supply Chain:
Applications to the Fashion Industry

Help companies develop effective

mode s for time ly decision-making

involving sustainable supply chain
management strategies

Analytic Hierarchy Process (AHP) and
further extend tothe ANP model to
capture the relationships and
interde pendencies amongthe
elements

Poh, K. L, &Liang, Y. (2017). Multiple-criteriadecision
support for asustainable supply chain: Applications to the
fashion industry. Informatics, 4(4),

36. https:// doi.org/ 10.3390/inform atics 4040036

Impacts and insights of circular
busine ss models’ outsourcing
decisions on textile and fashion waste
management: A mulkicriteria
decision model for sorting circulor
strategies

Purpose a multi-criteriadecision
model to support fashion industry
companies in deciding whetherto

outsource or insource circular
strategies

Multicriteria Analytic Hie rarchy
Process (AHP) method to select one
of the options identified in the
reverse logistics scope

OliveiraSilva, W. D., & Morais, D. C. (2022). impacts and
insightsof circular business models’ outsourcing
decisionsontextile and fashion waste management: A
multi-criteria decision mode| for sorting circular
strategies. Journal of Cleaner Production, 370,
133551, https://doi.org/10.1016/] jcle pro.2022.133551

Troceabilty manogement systems
and capacity building as new
approaches for improving
sustainability in the fashion multi-tier
supply chain

Conduct an analysis on sustainability
performance inthe fast fashion
industry with a multi-tier supply
chain approach and evolutionary

perspective over time

AHP methodology to assess which
company has reached the best
performance according to
sustainability criteria

Me jias, A. M., Bellas, R., Pardo, ). E., & Paz, E. (2019).
Traceability manage ment systems and capacity building
as new approaches for improving sustainability in the
fashion multi-tier supply chain. International Journal of
Production Economics, 217, 143
158, https://doi.org/10.1016/j.ijpe. 2019.03.022

Identification of best reverse value

Explore and identify the best reverse

Me jias, A. M., Bellas, R., Pardo, J. E., & Paz, E. (2019).
Traceability management systems and capacity building
as new approaches for improving sustainability in the

chain alternatives. A study of value chain alternatives for the AHP methodology . . ’ :
Romanion used dothing industry clothing industry fashion multi-tier supply chain. International Journal of
9 ne Production Economics, 217, 143
158 https:// doi.org/10.1016/).ijpe. 2019.08.022
Bait, 5., Marino Lauria, 5., & Schiraldi, M. M. (2 . Arisk-
Arisk-based hybrid muki-criteria _ ) nne e s (2022
bt o th Support business leaders in the based hybrid multi-criteria approach to support managers
. " ?sup, X o * ) ¢ optimal foreign locations, integrating in the industrial location selection in deve loping
industrial location selection in ) ) . ) AHP methodology ) ) . )
developi triess A tudy of multi-criteriadecision-making countries: A case study of textile sector in Africa. Journal
eveloping coun rs.. m;.e study o) models of Cleaner Production, 335,
textie sector in Africa . .
130325, https:// doi.org/10.1016/j.jcle pro.2021.130325
Appendix 2 - Interview Questions

(1) What are the major activities and concepts of the business?

(2) What is the company’s vision, mission, and future goals?

(3) How many suppliers does VB has and how is their relationship?

(4) What are the current major constraints in the business?
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(5) What were the business implications brought from the Covid-19 Pandemic?
(6) How are deliveries made and by what partners?
(7) How are deliveries and order quantities put? Does the company have any form of demand

forecasting?
(8) Is there space for a reverse logistic in the company supply chain?
(9) What are the next steps in the business model?

Appendix 3 — General Sales Analysis by Categories in 2022

VINTAGE BAZAAR - SOC UNIP_, LDA

Anilise de Vendas
Categoria, Famila - 01 resumido a Familia- 11

Periodo:01/01/2022 AW 31/1272022; Moeda: EUR

sern grefha: Tipos de Documentos:
DEVCR DEVOL DEVSH FACHT FACIV FACR FACT FACTS FTR FTRSH.N/CRE NDEB NCCR NCRES NDESD.TAL V/DIN VOCRI,
techur Atgos inacavos. Inclur Artigos ref
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Famdia: ND
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U BLUSA 3 749,000 131 05484 822 12123238
CALC CALCAD 473.000 18 83527 RE 4K 1396332
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Appendix 4 — Sales Analysis of the Online Store in 2020

VINTAGE BAZAAR - SOC.UNIP., LDA

Anilise do Vondas
Artigo
Periodo:01/01/2020 At 31/12/2020; Moeda: EUR

sem grelha; Tipos de Documentos:
DEVCR DEVOL DEVSH FACHT FACIV FACR FACT FACTS FTR FTRSH,N/CRE N/DEB, NCCR NCRES NDEBD,TAL V/DIN VDCRY,
Inchur Artigos inactivos. Incluir Artigos red

Totat: 8 622,000 aTBanT s 13487257 336247

Appendix 5 — Sales Analysis of the Online Store in 2021
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Appendix 6 — Sales Analysis of the Online Store in 2022

VINTAGE BAZAAR - SOC UNIP, LDA

Andlise de Vendas
Ao
Parkodo 01012022 AW 31122022 Moesda EUR

som groina; Tipos de Documentos.
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W Al e WO Adtepin rel
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Appendix 7 —Sales Analysis of the Santo Amaro de Oeiras Store in 2020
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Appendix 8 —Sales Analysis of the Santo Amaro de Oeiras Store in 2021
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Appendix 9 — Sales Analysis of the Santo Amaro de Oeiras Store in 2022
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Appendix 10 — Sales Analysis of the Chiado Store in 2020
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Appendix 11 — Sales Analysis of the Chiado Store in 2021
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Appendix 12 — Sales Analysis of the Chiado Store in 2022
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Appendix 13 — Sales Analysis of the Porto Store in 2021
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Appendix 14 — Sales Analysis of the Porto Store in 2022
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Appendix 15 — All Stores Sales Analysis for Collection “Tica”
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Appendix 16 — All Stores Sales Analysis for Collection “Maria”
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Appendix 17 — All Stores Sales Analysis for Collection “Mafalda”
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Appendix 18 — All Stores Sales Analysis for Collection “Happy Friday 01”

Aralise 3 Vendas
Categrrin, Framdis - 01 rwaumste n Famite | 1

wen greete Tigwe e Docuretss

OEVCR DEVOL DEVEN FACHT FACK FACR FACT FACTS FTRFTRGH NCRE NDEN. NCCR NCRER NOEID TAL WOIN YOOm

et Atgee Tacess ekt Acegos 1ef

Camagorte | - Waercaturte

Famtu 01 VERTUARO

»o ~o 000 A - LT
L] e o Imrm 0 inse
cac caLCsO - nrr aHe "
cagA CACA 008 16000 a3 Tewm
<A CAMTA "ooe AR “ar AR )
Conn CAMBOUA 22008 . "o -
cas CASACD 00e canm - .ot ga
O CONRTE L - “rx Mias
S At o008 rertm ot Varem
A .- 41000 Ve Hate 1.
o o 12000 - . e
vest VEETIDO ™o0e 1 w4 ur 3
Cave Pamate “rasen e e Ty
Farnbie 87 - ACETBONOS

No no 100 o0 Y A
- anTa 4000 00 - s
" COLAN 22.000 a =2 e
- BRINCD w0 1700 ¥ Qs
A owrty 13,000 =8 o 82
=] ECHARPE £.000 1238 000 718
MALA MALA o L E A48 iz
“e UL 1o 14 ATy e
Farbie B8 CALGADO

NO NO to0e wm o0 =
ot SO hoos 13024 R 1 2vaze
wara APATOS "o Aran am kzen
o tANs o o omm - ‘- -m

78



Appendix 19 — All Stores Sales Analysis for Collection “Carminho”
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Appendix 20 — All Stores Sales Analysis for Collection “Happy Friday 02”
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Appendix 21 — All Stores Sales Analysis for Collection “Rita”
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Appendix 22 — All Stores Sales Analysis for Collection “Happy Friday 03”
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Appendix 23 — All Stores Sales Analysis for Collection “Filipa”
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Appendix 24 — All Stores Sales Analysis for Collection “Happy Friday 04”
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Appendix 25 — All Stores Sales Analysis for Collection “Luisa”

VINTAGE BAZAAN . BOC UM LDA

Andlise du Vendas
Categors, Famdia - O remaredo o Famits - .1
Portodn XN TL02T A D40 1202Y, Mowda: ELN

ane Tipoe de Docanenios
DEVCR DEVOL DEVEN FACHT FADY FACR FACT FACTS FTRFTRSH AVCRE NDEDB NOCRNCAES NDEDO, TAL VOIN VDCRI.
Fwter Artgem marbarn (seae At tel

Caegona 1 - Marcaoons

Famvbia: 84 - VESTUARO

WD "o .ot 200863 ] 03910
u sLusA 00 10 40R b A W 0o 15 205 i
TALG CALGAG 2000 950 002 143,48
LALLA CALCA Feal 1 e "o
Cam CAMIzZA 123,000 5w amar -
Cant CAMEIR. 398000 13 a0t 04 e 13 18
Cas CASATD 232000 AR L L 13 9 wadom
cougr coere 2000 et e 0. YRS
e JUMPSAT 37,000 «8a10% 18 1800,
K ENOND 200 18284 0.00 1524
ron PONCHO 2000 =820 e 1+ ros
a1 fah 204,000 2 05008 TRe s 1222880
Tor Tor 20.000 L1 rnas 1109
vesy VESTIOO 02 000 24 04050 2 Moz 24003 da
Todst Fareble 3 Te7.000 3T e EE 0T TR
Famfie 02 - ACESHORON

ND wo RALE ) AR s ~197.00 a2
~ CnTe a1 10 700,05 a2 87
- COuan 08 000 135300 3»n 12
o DRNCO 0000 o .08 nae s
(=10 CHARRL 8000 Hopt a0 15094
e Coraner a0 PALIR s 00804
MWALA MAA o8 27088 -mar 2 e
" PLLSCMA 000 0000 - -
Pamvion: 38 - CALCADO

WD o 4008 5434 07 534140
GALCA CALCA 00 1800 2 LELE ]
CAMI CAMSOA o aon 200 o0
= CASACD 0009 e 200 o«

Appendix 26 — All Stores Sales Analysis for Collection “Happy Friday 05”
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Appendix 27 — All Stores Sales Analysis for Collection “Rio”
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Appendix 28 — All Stores Sales Analysis for Collection “Happy Friday 06”
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Appendix 29 — All Stores Sales Analysis for Collection “Anna”
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Appendix 30 — Data Gathered from ERP System per Collection per Item Category

Tica Maria Mafalda_| Happy Friday 1| Carminho | Happy Friday 2 Rita Happy Friday3|  Filpa | HappyFridayd | Luisa | Happy Friday 5 Rio|HappyFriday6|  Anna
N/D Vest 21088,38 c 532239 | 153086 | 101116 1035,06 1486,68 843,11 1074,63 177591 351,13 137583 3381,68 646,74 533,42 355,54 364,24
Blusa 87144,52 c 12747,47 | 474907 | 406336 27351 4639,55 3017,62 4211,95 8331,31 3305,98 5546,08 15305,89 2247,06 5989,36 3427,21 6827,51
Calgéo 431815 c 240128 | 513,84 7,32 14,31 54,63 374,29 3613 131,7 289,74 140,48 439
Calca 70243,74 c 979917 | 300676 | 38776 24157 4396,83 2607,67 239587 7872,18 2102,79 4745,07 11010,55 1274,38 383231 4082,06 6824,8
Camisa 25901,3 C 1582,17 1751,21 567,6 1432,39 21345 1067,73 1564,42 3534,71 738,98 944,36 4858,32 47,15 1857,81 1187,29 2632,66
Camisola 36910,42 3 47,15 4429 359,67 851,34 2230,06 152935 1578,53 690,51 190434 331842 13164,63 142235 1857,81 1967,16 16405
Casaco 115251,95 c 10749 | 504493 | 709864 4407,94 7416,46 60313 6331,36 12109,07 7073,83 1371642 29946,08 26144 3502,21 298,69 4985,72
Colete 3134,63 c 554,78 60,16 382,25 16341 188,6 47,15 1504 943 2584 262,91 80,16 896,11
Conjunto 112384 c 112384
Jumpsuit 2882834 c 256195 | 37517 | 277423 1575,03 253737 1188,54 133204 1025,92 840,29 34497 3410,16 442,20 751,84 862,38 2324,55
Kimono 22926 c 76,42 152,84
Poncho 4647,35 [3 95,94 2473 7237 359,35 361,47 1108,76 5294 745,02 297,24 179,17
Saia 43525,01 C 4091,16 3657,16 291037 1823,99 3117,99 19425 1399,16 3147,86 617,98 2895,11 12225,51 1507,2 1341,05 765,53 2082,44
Top 144466 [ 703646 | 913,09 | 246422 3751 203,07 30347 114,94 475,42 192,38 208,11 1130,19 169,41 358,34 169,09 33331
Vestido 119433,98 c 3407422 | 912557 | 542006 314084 7722,18 3743,05 686,31 8852,05 5773,08 1968,14 21699,48 136554 811,58 2108,75 4941,83
N/D Acessories 1843341€| C | 537542€| 143807€| 55322€ 581,46 € | 919,86 € 654,70 € 499,75 € | 74849351,12 |  28875¢€ 541,17€ | 1821,24€ 35249¢€ | 557,83€ 37930€ | 447015¢
Cinto 773611€| C | 130515€| 28798¢€| 142,12¢€ 11594€ | 87,16€ 11,22€ 22440€ 77044€ | 10472€ 61823€| 75873€ 24684€ | 81679€| 120049€| 104590¢€
Colar 1065645€ | C | 333984€| 64487€| 45250€ 457,23€ | 28491€ 20327¢€ 28132¢€ 76061€ | 231,92€ 83535€ | 121985€ 20015€ | 550,76 € 569,71¢€ 624,16 €
Brinco 460028€] C 27845¢€ 1252€|  7594€ 1552€|  1610¢€ 19025 ¢€ 37644 € 8537¢€ 26830€ | 846,15€ 12276 €| 802,88€ 53217¢€ 97743 €
Chapéu 381207€| ¢ 377,28¢€ 1593€| 80L,07€ 33528¢€ | 46144€ 13689 € 13169¢€ 42598 € 78,69 € 17428€ | 11091€ 21411€ | 144,36€ 327,75¢€ 7641€
Echarpe 6839,05€ C 341,80 € 506,37 € 121,81 € 436,94 € 31512 € 31596 € 666,11 € 399,53 € 756,14 € 203554 € 133,74 € 369,14 € 238,39 € 202,46 €
Lenco 64246 C 4879¢€ 1545€
Mala 1279308€[ C | 179476€| 80615€ ] 1364,35€ 984,22€ | 413,96€ 69154 € 256,10€ 85523€| 43495€ 679,92€ | 2199,62€ 45130€ | 61546€ 39512¢€ 850,40 €
Paréo 378531€| C | 318435€| 55088€| 2504¢€ 2504 €
Pulseira 130942€] ¢ 68241€ | 127,65€| 1366€ 1366€| 5528¢€ 2764€ 27,64€ 9871¢€ 3,71€|  3171¢€ 9431¢€ 145,04 €
N/D Shoes 200454€] ¢ 22763€ | 163,08€ 300,15 € 49,10€ 40063€ | 38371€ 41365 € 7187€ 31,22€|  9a63¢€ 602€ |- a715€
Botas 2263998€| C 1288,00€ 1266,28€ | 92620€ 13024€ |- 8683€| 679784€| 245574€ 312421€| 4513,10¢€ 257,73€ | 350,08€ 18041€ | 143698€
Sapatos 1217845€| C 3202,79€ 81265€ | 334,62€ 2192,10€ | 154383€| 110883€| 72387¢€ 81265€ | 82836€ 6146€ | 45487¢€ 47,80¢€ 5462€
Sandalias 152223 € C 950,59 € 385,38 € 12203 € |- 64,23 € 128,46 €

84



Appendix 31 — Pivot Table with the Value Rankings for Each Item Category

Rank Item Name -/ Sum of 9 Months
1 Vestido 119433,98 €
2 Casaco 115 251,95 €
3 Blusa 87 144,52 €
4 Calga 70 243,74 €
5 Saia 43 525,01 €
6 Camisola 36910,42 €
7 Jumpsuit 28 828,34 €
8 Camisa 25901,30 €
9 Botas 22 639,98 €
10 N/D Vest 21 088,38 €
11 N/D Acessories 1843341€
12 Top 14 446,60 €
13 Mala 12 793,08 €
14 Sapatos 1217845 €
15 Colar 10 656,45 €
16 Cinto 7736,11€
17  Echarpe 6 839,05 €
18 Poncho 464735 €
19 Brinco 4 600,28 €
20 Calgdo 4318,15€
21 Chapéu 3812,07€
22 Paréo 378531¢€
23 Colete 3134,63 €
24 N/D Shoes 2094,54 €
25 Sandalias 1522,23€
26 Pulseira 1349,42 €
27 Conjunto 1123,84€
28 Kimono 229,26 €
29 Lenco 64,24 €

Appendix 32 — Vintage Bazaar Organizational Chart
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Appendix 33 — Average Cost Price by Flash Item Category

Flash Items Dresses Jumpsuits Shirts
Average Cost
Price 7€ 7€ 7€

Appendix 34 — Average Cost Price by Exclusive Item Category

Excharive Dresses Jumpsuits Blouses Tops Knits Jackets
Ttems
AP 15€ 9 16€ 7€ 16€ 16€
Cost Pnice
h";:::iw Jeans Skirts Boots Earrings Belts Accessories Bags
odaor 14€ 106 53€ 3€ 10€ 7€ 19€

Cost Price



