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Improve Efficiencies - Maximize your Gain

For manufacturers, inventory management is as important as producing the goods themselves since the
production process is at the mercy of an accurate demand forecast and always having the right parts
available at the right time.

Preventing the manufacturing process from stopping due to supply shortages is typically prioritized far
higher than optimizing inventory to avoid the costs associated with halting production in a tightly
synchronized supply chain.

This in turn leads to manufacturers taking in far too many parts as safety stock, increasing the number of
days the parts remain in inventory before they are actually used as well as realizing significantly higher
storage and administration costs.

It is not necessarily the number of unneeded excess parts, but in particular the number of days it takes to
turn the parts into a sold product (DOI = Days of Inventory) that denotes the efficiency of a company to
handle its inventory.

Balance Future Demand and Safety Stock

As it is impossible to exactly predict future demand, there is always the need for safety stock. Nevertheless,
improving the demand forecast as well as improving the calculation for safety stock can drive huge gains
for the manufacturers and the supply chain industry.

The result is an optimized balance between always having enough supply to avoid halting production and
reducing safety stock as much as possible to reduce the DOI count.

In todays' world where manufacturers often operate in many different countries, have several

manufacturing sites in different geographies and work with hundreds or even thousands of suppliers it is
paramount to know at any given time what is going on in their production process to optimally manage their
inventory as well as their supply chain. In order to stay current in the production process and to be able to
manage inventory and supply chain, manufacturers and supply chain companies need to process enormous
amounts of data coming from a variety of sources and systems.

Artificial Intelligence and Machine Learning

At Lenovo we are designing, engineering and building the world’s most complete portfolio of smart devices
and IT infrastructure. And we are addressing this challenge with automation based on Artificial Intelligence
and Machine Learning technologies. We have developed an inventory optimization solution that is
automated and creates a parameterized replenishment policy to optimally balance between inventory levels
and their cost.

Optimize the Bills of Material

Click here to check for updates
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The Lenovo Optimization Solution even addresses a third business challenge for manufacturers: when
different organizations within a company are responsible for the individual bills of material (BOM) for their
product sets, the parts purchasing process is often not synchronized such that equal or very similar parts
are not standardized on a single part that can be bought with economies of scale. The Lenovo solution not
only optimizes the demand forecast and the safety stock (minimize DOI count), but it also optimizes the bills
of material for the products under consideration.
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Figure 1. Days of Inventory Solution Framework

As mentioned before, Lenovo is faced with a complex manufacturing and supply chain environment that
comes with a large variety of data sources and data formats. As Atrtificial Intelligence and Machine Learning
will only be brought to their full potential when applied to all the data that is required, the Lenovo automation
solution first needs to enable integral access to these data sources and data formats. A data management
and orchestration platform is needed that allows for the application of Atrtificial Intelligence and Machine
Learning processing.

SAP Data Intelligence

SAP Data Intelligence is exactly this - an enterprise-ready solution that provides governance and
orchestration for data refinement and enrichment, using pipelining for many complex data processing
operations like Artificial Intelligence and Machine Learning.
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Figure 2. Lenovo Optimization Solution for Manufacturing Inventory built on SAP Data Intelligence

Long term technology evaluation results show that this solution reduces both the demand forecast error
and the DOI number in the high double digit percent range. In combination with the BOM based

optimization this solution drives huge gains for Lenovo and helps the company to take their manufacturing
and supply chain operation to the next level.
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Figure 3. Long term technology evaluation results for selected parts
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If you are interested in learning more about this solution and how it can benefit you, watch the video on
YouTube, or contact us at sapsolutions@lenovo.com

Related product families
Product families related to this document are the following:

e SAP Alliance
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Notices

Lenovo may not offer the products, services, or features discussed in this document in all countries. Consult your
local Lenovo representative for information on the products and services currently available in your area. Any
reference to a Lenovo product, program, or service is not intended to state or imply that only that Lenovo product,
program, or service may be used. Any functionally equivalent product, program, or service that does not infringe any
Lenovo intellectual property right may be used instead. However, it is the user's responsibility to evaluate and verify
the operation of any other product, program, or service. Lenovo may have patents or pending patent applications
covering subject matter described in this document. The furnishing of this document does not give you any license to
these patents. You can send license inquiries, in writing, to:

Lenovo (United States), Inc.

8001 Development Drive

Morrisville, NC 27560

U.S.A.

Attention: Lenovo Director of Licensing

LENOVO PROVIDES THIS PUBLICATION "AS I1S” WITHOUT WARRANTY OF ANY KIND, EITHER EXPRESS OR
IMPLIED, INCLUDING, BUT NOT LIMITED TO, THE IMPLIED WARRANTIES OF NON-INFRINGEMENT,
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE. Some jurisdictions do not allow disclaimer of
express or implied warranties in certain transactions, therefore, this statement may not apply to you.

This information could include technical inaccuracies or typographical errors. Changes are periodically made to the
information herein; these changes will be incorporated in new editions of the publication. Lenovo may make
improvements and/or changes in the product(s) and/or the program(s) described in this publication at any time
without notice.

The products described in this document are not intended for use in implantation or other life support applications
where malfunction may result in injury or death to persons. The information contained in this document does not
affect or change Lenovo product specifications or warranties. Nothing in this document shall operate as an express
or implied license or indemnity under the intellectual property rights of Lenovo or third parties. All information
contained in this document was obtained in specific environments and is presented as an illustration. The result
obtained in other operating environments may vary. Lenovo may use or distribute any of the information you supply
in any way it believes appropriate without incurring any obligation to you.

Any references in this publication to non-Lenovo Web sites are provided for convenience only and do not in any
manner serve as an endorsement of those Web sites. The materials at those Web sites are not part of the materials
for this Lenovo product, and use of those Web sites is at your own risk. Any performance data contained herein was
determined in a controlled environment. Therefore, the result obtained in other operating environments may vary
significantly. Some measurements may have been made on development-level systems and there is no guarantee
that these measurements will be the same on generally available systems. Furthermore, some measurements may
have been estimated through extrapolation. Actual results may vary. Users of this document should verify the
applicable data for their specific environment.

© Copyright Lenovo 2025. All rights reserved.

This document, LP1387, was created or updated on November 6, 2020.
Send us your comments in one of the following ways:

e Use the online Contact us review form found at:
https://lenovopress.lenovo.com/LP1387

e Send your comments in an e-mail to:
comments@lenovopress.com

This document is available online at https://lenovopress.lenovo.com/LP1387.
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Trademarks

Lenovo and the Lenovo logo are trademarks or registered trademarks of Lenovo in the United States, other
countries, or both. A current list of Lenovo trademarks is available on the Web at
https://www.lenovo.com/us/en/legal/copytrade/.

The following terms are trademarks of Lenovo in the United States, other countries, or both:
Lenovo®

Other company, product, or service names may be trademarks or service marks of others.
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