
Operational Level 3
Shrink



Covered Today

 What is shrink?

 Inventory Dashboard

 Inventory Accuracy Scorecard

 Shrink & Efficiency Trend

 Variance Research

 Variance Worksheet

 Shrink Report



Understand Shrink

 QOH movement that falls outside the scope of sales and 
purchases

 Loss in inventory value due to theft, breakage, or errors

 Expressed as dollar or percentage of sales ($15,000 or -0.7%)

 The metric reported is Twelve Trailing Months (TTM)

 Goal is to isolate to theft and breakage



Measure and Monitor

 Inventory Dashboard

 Operational Level 3 - Shrink

 Goal: Between -0.5%  0.1%

 Previous levels have been met

 Help link for current level at the bottom

 Review email

 Charts.pdf



Measure and Monitor

 Inventory Accuracy Scorecard

 XX%, what does that mean?



Shrink & Efficiency Trend

 Net dollar change shown on the graph 
for the previous month ($1,685)

 Colors on the bar graph

 Yellow: net shrink from Mango CS (CS TI, 
CS XX, etc.)

 Blue: net shrink from other events 
(adjusted)

 Hashed-out: net shrink from Excluded 
shrink section



Excluded vs. Adjusted

 Broken into 2 sections

 Metric too noisy otherwise

 Excluded: less procedural consistency from 
store to store

 Both are financial shrinkage

Adjusted Shrink Excluded Shrink

Theft Bulk Goods

Breakage Closeout

Unknown Live Goods

Lumber

Store Supplies



Shrink & Efficiency Trend

 RED BOX

 More detail behind your OL3 metric

 TTM: $-22,603 or -0.8%

 GREEN BOX

 Mango Count Sheet impact

 TTM: $-4,309

 Represents 19.1% of shrink

 Yellow bars above

 $-22,603 – $-4,309 = $-18,294

 Blue bars above



Operational Level 3 - Shrink

 Diving into the SKU data

 How do we make an impact?

 Focusing on MTD and the SKUs 
behind $-1,685 net adjusted shrink



Shrink Report

 Review Email

 Shrink Report.pdf

 Broken into 4 sections

 Variance Worksheet

 Adjusted

 Excluded

 Defective



Variance Research - Goals

 Ensure staff is able to obtain a good count the first time 
(no sloppy counters nor sloppy shelves).

 Look to find and fix gaps in store procedures dealing with 
the movement of inventory.

 Look to find and fix cashiering errors so that sales analysis 
and order point calculations are maintained.

 Identify significant store or vendor mistakes.

 Detect theft: internal, customer, vendor, and delivery.

 Accurately measure Operational Level 1 - IRA and 
Operational Level 3 - Shrink 



Variance Research

 Prerequisites

 Excluded Shrink?

 Deleted?

 NoRPH?

 Computer Work

 Use research hints

 Use ITR (part of Epicor’s SART package)

 Discussed on next slide

 Floor Work

 Interview Staff

 Recount SKU

 Video Evidence



Variance Research - ITR

 Open ITR from Launch Bar, enter SKU

 Set Starting date back 5 years

 Things to look for:

 Count Correction

 Return vs Defective

 Missing P.O.

 Owner Use

 Store Use

 Sent back to vendor



Shrink Report - Variance Worksheet

 Highlights top variances (20 SKUs)

 Extra research to find and resolve root cause

 IC should complete and review with 
manager/owner to resolve personnel, 
procedural, or theft issues

 Should be familiar if reviewing PIP already



Shrink Report - Variance Worksheet



Adjusted Section - Shrink

 RED BOX

 SKUs from the Variance Worksheet

 GREEN BOX

 Variances over $20

 Still research but not as much time and no 
meeting with owner/manager

 BLUE BOX

 Variance less than $20

 Bold SKUs to research

 CS RC when Plot IRA less than 80%

 CS WD HOT

 CS WD Alert

 HIGHLIGHT

 Research hint can guide IC



Adjusted Section - Swell

 RED BOX

 SKUs from the Variance Worksheet

 GREEN BOX

 Variances over $20

 BLUE BOX

 Variance less than $20



Excluded Section

 Grouped by Excluded Reason

 Sorted by highest shrink to highest swell

 Still financial shrinkage and worth looking 
through



Shrink Report - Totals

 End of Excluded Section

 Shrink & Efficiency Trend hashed out section



Shrink Report - Totals

 Drawing lines between 2 reports



New Page

 Better summary / visibility 

 Count Sheet completion breakdown



Miscellaneous thoughts… 

 Do not delete SKUs with QOH, they will appear 
on your shrink report.

 Follow Mango’s delete report

 If your Adjusted section has a reason code of 
“No RPH” for every SKU, call us.

 We need to do a quick Bomgar, 734.301.4510

 This is a process which can take a while

 Focus on procedures and root causes

 Need to clean up the metric before we can use it



Up Next: Efficiency
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