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Fun Sports: The Inventory Management Practice of an E-commerce Company

EHHEE Summary
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Fun Sports (FS or the Gompany) is a small B2C online store that specializes

in sense training equipmentwhderits own "Fun Sports" brand. It is known for its in-
house R&D capabilities forpreduct design and now outsourcing the production of
customized productsyand expanding online sales channels under its brand. Since
its establishment, ®3®Mas been focusing on R&D and product differentiation and
has achieved a leyelNof competitiveness in this segment market. In recent years,
FS has enjoyedrrapid development.

DuringSthe "Double Eleven" event in 2020, its sales exceeded expectations,
but the hugé|fines caused by delayed shipments completely exposed the inventory
management problem of interesting sports. It does not have its production
warkshop, and the warehouse space is relatively limited. After processing high-
value' commodities, the OEMs will directly store and ship them. FS cannot track the
guantity and quality of the inventory on time due to the frequent sales and delivery,
the occurrence of sales returns, and the defects in the company's internal control.
FS sells products on multiple platforms simultaneously, and the virtual inventory set
by each sales platform cannot be consistent with the actual inventory in the
warehouse, which eventually leads to overstock sales, inability to deliver goods in
time, and large fines from the platform. The company's management intends to
solve the above problems by clarifying the process and purchasing the information
system.
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1 Sensory integration----refers to the coordinated learning process of the brain and the body. It refers
to the ability of the body to effectively use its senses in the environment through different sensory
pathways (vision, hearing, taste, smell, touch, vestibular sense, proprioception, etc.) to obtain
information from the environment, which is input into the brain, and then the brain processes the
information(including interpretation, comparison, enhancement, inhibition, connection, unityy~and
responses adaptively, referred to as "sensory integration”.

—. FIWE= Industry background

FEEEEAMATNE, WNEWHEHKAANIEREINEESMR, &% 2020 FIF,
BB AHEE /RENRNNEETEFLSNEREY 1994.4 G2, SBEERESBERRIA
W (2016 S "“FZIBER". 2021 F "=RABERY), JUEEHET TS ARIE,
IEMIZENEAT K, JLEEENEEIWEEIN. BTFREEmmES.
RESZHY, BREOIITEENEEEAEEER (WREESEDH) HE.

With the rise of the Internet, onlingzshepping has turned out to be a popular
consumption habit. By the end of 2020] the number of key online retail stores
monitored by business big data ig. 19944 million. With the continuous releasing of
the childbirth policy ("Second-ghildpoliCy" in 2016, "third-child policy” in 2021), the
number of children is expectetcta %€ on the rise, resulting in continuous demand
for toy market and rapid-growth ot online toy stores. Considering the wide variety

of toy types and diversifiad ¢hannels, most online toy stores select distribution
(wholesalers or distributers) as their main business mode.

N SBEREE, RAERAGEITEERW, N ZE (Hasbro), 3=
(Mattel) . A, (Bandai). £3€ (TOMEI). K& (Lego) FoaIEARIRIHS M
AT RN, SIERBRATIZNE. BXmS, ERNITETERANELRS, B
FRZ kil BARIVAITHIZ SERICRIR, SLAHORE.
i terms of market share, major toy companies in developed countries, like
Hasbro, Mattel, Bandai, TOMEI, and Lego, are in a leading position occupying a
large market share in different segments. Comparatively, although the amount of

toy manufacturers is bigger in China, there is no leading company. The market
share of single domestic company is relatively low, and most of them rely on exports.

FEEREG)|G8/X NS HIET, A — L ERAITESE | Ebal Evebel,
WEPLAY, /NHZ (Smo - Moon)., T JTiEalE. XLmERIES)IGInE i TEm
FREIR, SEEBEBARNEE, BAESL W FMEAEBLLRE, OEM (MEREET
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In the sensory integration training equipment market in China, there are
some key competitors, such as Evebel, WEPLAY, Smo-Moon, Tintin Sports, etc.
They focus on brand building and their brands are quite popular among consumers.
However, the registered capital of most companies are relatively low. OEM (original
equipment manufacture) or ODM (original design manufacture) is widely adopted.
These companies make profit by building brand effect and controlling(sales
channels. Some strong companies can design, purchase, and produce ontheirawn,
and expand the market under their own brands (OBM).

—. I8 Company Overview

BEEDAEEIIRAFE CEO T, [RAE—RABE LT3Rt TIE, BT
TEEXR, KEFENY, EEVABERERIEE[EING. BrIZ)LEES, B
IFEMRESRE, BERR# 1Y, BB BT NEIEERTS [N,
miaRFR M NZAIIS, TRMMRITHIREER\ FREERFHIRKIERE, R
AR R T ) L EIEaIsE N R0 A E .

Li Han, the founder, and CEO of&£S{uSed to be a copywriter in a large company.
Due to heavy workloads, he oftephgé&ded to work overtime, and he couldn't even
rest on weekends. After the birthof, his“daughter, he was very happy and grateful.
His life was full of sunshing’and‘€nergy. He didn't want to be absent from his
daughter’s growth by leavingXario grandparents. So he resigned. As his daughter

grows up, Han deeply realized the importance of children's athletic ability and
attention training.

2015 &, KIYFEHERNTER, tAZRRFREN—REG)IGRFT L
B—a8Ezs, RIBRRETRE. Finhl. XERFRESNMNMGEEIRILE
R || ZR 50

ln 2015, after careful market investigation and consideration, he used his
savingsto set up Fun Sportst to produce safe and fun sensory training equipment
that\can scientifically improve children’s attention.

EOAHIER, ATRESHWRAIR, ATBREEHRESR, BT RSB,
OV EEEHASDIMEER ). ASFBEEFEIREERHASRT, AR
FEAL #HTEHES, FHECHEEFMNEIMEFEELES. 6 £k, &
E—BEELGXHFNEEER, NIMEARNARE, FRMSEEm. WEREYT E.
FRRAUTIENN, ABRVAREEHHRMES, ~AaEmB 51 A, HPITEERS
AN@BWBLA ABDFE2A, £it2 A), BREITER4 A, HEEZEEB 21 A,
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At the beginning, FS’s organizational structure was simple because of limited
funds. Besides the general manager, core departments consists of R&D and sales.
FS has a focus on R&D and design and relies on OEM partners for its customized
products. The Company’'s own sales team sells through online E-commerce
platforms. The Company has successfully sustained this business model for 6

years. With the development of the Company, the increase of product portfolio, the

expansion of business, employees also increased, making the organizational
structure more robust. Currently, there are 51 staff in the Company S _in
administration department (1 secretary, 2 human resources, and 2 accouniants) »4
in R&D department, 21 in the sales department, 17 in the procuremepnt/imventory
and logistics department, and 4 in the after-sales service department:

BB HERRII R 1.
See Appendix 1 for the organizational structure of¢=S.

RS G35THiARN, BT ELEEEEIRER R FIERILRIRAT,
REBWEFENRK, EEBEHNATIRILNFER \=EFRRDAIED, FUT
IAFRAARN, EEFEER, R RIFNFSE "\EREZRBSIS=510E=
MR —ESRAFIAY, XN EERFIRFIMIHRE,
ILFRIFEESHZMAIAE, REHRNE 4 TA, BADINEETAER
IR, BRIAEIEERTAERS 417, TEE—ETEMH. &HF, X
EERONGEERERERY. ZIEFH. FERY. MERARIF 4 1585, ik
FRIHRIRERERREFHIENE, EEAF/ I nETERENEERRE)
BRI REPIREAR, NREERNTRENBIFRRLT, R —ESiRAFINE
Bk, RETERFCRERIEIHS L TEN , Rt EAEBRESTIN 50%LA LRYEF.

The competition in the sensory training equipment market is fierce and the
survival pressure is high because online sales information is transparent. However,
the Company, has been adhering to its original mission by increasing R&D
investment;’ taking differentiation strategy, and designing top products. The
creativity and quality of its indoor sensory training equipment are continuously
recogmized by high-end users. FS has good competitiveness and recognition in this
market segment. Li Han is very proud of his four-member R&D team, each of whom
focuses on the development of different product series. Besides components and
spare parts, FS is selling 41 products in 4 series including integrated amusement
series, climbing series, balance series, and tactile perception series. Their designs
are always very creative. Some products even won awards in “the China Toys and
Baby Products Creative Design Competition”. The products are favored by some
high-end users because of their better design. Although they are priced in the highly
competitive market, the products can basically achieve a gross profit above 50%.
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B, ANENEHEEAEIEESH. NF—BEKRENEFEHTHE, BED
2L TS, BRISHIEXRE. Rk, MEH=ANFEHEHE, HbhXRRFEarIHEE
Gkt 82%. RARFEEHHE GLL 12%. RIFEEE Gt 5%, Hfthss FHEE S 1%.

Meanwhile, the marketing team is also quite effective. Besides a few offline
businesses, FS mainly relies on the E-commerce platforms such as Tmall, JD.com,
and WeChat Mall. The sales on Tmall accounted for 82%, JD accounted for 12%,
WeChat mall accounted for 5%, and other offline sales accounted for 1 %.

2020 FEEZE/UIN RIF 2,

See Appendix 2 for FS’s revenue on each platform in 2020.

AT mtBEZRIE, LURFaXRANSIRED, T/ FHERETT, 85
AOE SIS ERIIA T 30%, BMFER 2020 FEZEIRIBERMNIFAMIAEIX
ZIAK™T 9,866.9 AT, EAXS E—FFF, UK EKRE, MbERIVmOEARRH
INET, LIRIGZEREN, ®IASEERET L. R Falf A ARHERNEK
%, BTXIETE 6 B 18 HRY SRR 11 B BN+—"7&z1, Frlle Bfn
M 11 BpRHEUARRRIFR, FREEIEBL XIS ESRAEHE S,
2020 £ 11 A 11 B—RAVHEEWEHIAE] 160025, XiLZRIHbAIHERBAIF
e, RLCHEENNERRFIIEHEE, IERFEMNIEREERTHRFRY
Bzt MR, BEHRGERIBIRER, AR SEREHMIERHE.
2o, AT THE, BEEnia, tIMRSSeRERR, EEIRES
8, AECH- RN HE, BINREARR, LMEEFHHE . B2,
MHERSERE, FHERELEEERANARSE.

Because of the€ popularity of products and the natural drainage capacity of
online platforms, sales’have been rising these years. The average sales growth
rate is nearls80% per year. Although there are impacts from Convid-19, the
revenue fgached.to RMB98.669 million in 2020, almost same as the previous year.
In generalwith continuous recognition of product reputation and the increase of
online visitars, the sales volume of FS is on the rise. Tmall is the main battlefield
of its Business. Due to the mid-year promotion on June 18 and the “Double Eleven”
event'on November 11 by Tmall, the sales in June and November are certainly the
best of the year. Li Han paid special attention to sales performance during those
days of promaotion, the sales performance on November 11th, 2020, reached more
than RMB16 million in just one day, so Li Han was very satisfied with his sales team.
Recently, the team is studying new marketing ideas. In last two years, ‘online live
sales by web celebrities’ have a strong drainage effect by means of excellent
interaction and unique style. Therefore, the Company has prepared to launch online
celebrity live sales. In addition. To expand the offline sales and improve customer
experience, FS reached many featured homestays exploring ways to create
featured parent-child rooms with FS’s products in the hope of improving guest
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experience and better promoting their products. In short, from the perspective of
sales, Li Han believes that his Company has a rosy prospect.

=. BEEINEGEEEINIAR The inventory management status of FS

YERRIIAANRE], BRENESXIHER, E-FERENEE, kL
®tAgEEENE%, MEMEIELEFT . mENL F5T8FMY, FEE
HE Skt .

As a newly established company, FS has limited funds. Since preduetion
requires large money, the company didn’t set up its own production ligeinstead,

they signed agreements with toy manufacturers and processing4factories,
commissioning the production of their designed products to OEM.

BRIAERTMERS 41 M (RS mEXEY) i misBd &t
INIRA=UHTER, BTEWVESICHEENEIR, EaaIREr=milIvEr=
fm, AMEFERR (RORRTEEK. FREERK. PEMNIRSE 36 {4 BT I TieE
RERIVECHEERITHE, MAMTm QAGEREICSESE 5 47=m) 1T
SeREERINTISCABhE.

Currently, FS has mainly 41 types (eXc¢fuding related accessories) of products.
Considering limited storage capacity, products are divided into large-size and small-
size, and all of them are producedy OEM. After the production, 36 small-size
products (such as tactile balls, pYasSage’balls, and balance bends) will be sent to
FS and stored in its own wareholse;,/and other 5 large-size products (such as large-
size slides and climbing framés)ilf be stored by OEM after their production.

Bz LRI s T T #EY. P/ MFEmNBRNRIE, T 5
PSP EZERG IRER, BHEEttEXHBRESES. ZREMEN
T. iEimaIiEh R F e —FNEEHTINIES, A INIzEEEN
HREmEENsE. #rEEBzIB8CE. R, RWARKE E—FrIFFY
HEN 2BENTER, —BEEFHERTIERRMAITEEN,

RS.is to order the goods from the OEMs on a batch basis. Among them, the
uditrice of small items is lower, which mainly drains its product structure. The
monthly sales volume is much higher than that of large items. Considering the scale
effect of batch production and transportation, goods are produced according to the
sales volume half-year or annually. After processing, they will be transferred to the
company’s warehouse for storage. At the same time, the purchaser takes twice the

average monthly sales volume of the previous year as the order point. The ordering
activity is triggered once the inventory quantity is lower than the order point.

MNFXEGE, EWEERTGHTNI, BNAIGRHNECHRS, &
WSATINTAICMEERRA. HER, ERETARATAMREATREAEES,
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For large-size products, FS outsources the production to the OEMpartner who
also provides warehousing services. FS pays for the production and.storage costs.
After FS’s customer places an order, FS issues delivery instru€tions to the OEM
partner and the courier company accordingly, and then the €ouriefseompany picks
up from the OEM partner and delivers the goods. Logisticscosts are settled
between FS and the courier company. For large-sizétems; such as climbing
frames, large-size slides, and other products, require ‘ddarge storage space, so
they are directly stored in the OEM factories\swarehiouse after processing.
Considering the capital cost and storage oSt ef large-size products, The
Company'’s stock up policy is: in the off-seasehy inventory is budgeted at 80% of
the sales forecast for the next period, and the‘erder quantity is determined by the
sales forecast and the beginning inventeryraofthe current period. During the peak
season in June and November, purchiasés’in the previous month (May and October)
will increase and the inventory leyélwillkmatch 100% of the sales forecast in these
two months. The procurement(praocess is: the purchase order is issued at the
beginning of the month and the proc¢essing fee is prepaid. After the production, the
OEM partner will notify FE$~and/FS will settle related payments with the OEM
partner.

INIRESE/RWSETE 7 2R FE AN, FRATISERITY
e RAVEEMEHERNHN LWL, BRI SHNEBRITEE, TaIFakM
HREWREARAAC TS, EREVSRILTHR—EE.

Regarding the raw materials, FS has shortlisted vendors for materials and
spare.parts;-and the OEM partner will purchase from those suppliers according to
the ‘gquantity of the purchase order and the material list. Cost are settled between

OEM* partner and the vendor. Some parts are purchased by FS and sent to the
OEM partner, which are settled by FS to the vendor.

M. AEHEIGRYEEFIHEEE Problems and challenges faced by FS

BARNTRHEF T TET, BENIEER 2020 FAIN+—, AFIKEITKER
Tik. FERAMEAITREEITWAISIIETE, ERTHIREHRNESER
MIBREFHEITRENTER, ARRMNAEER T RIEFEr—E2200, W2
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Although FS' sales have been rising steadily, it received large fines during the
Double Eleven shopping festival in 2020 mainly because the customer's qrder
guantity exceeded FS' available inventory, leading to the failure of meeting-the
order requirements despite urgent order fulfilment within the allowedAdelivery
period. The Company’s violation of Tmall's transaction rules has resulted<in an
imposition of RMB193,300 in fines. It left Li Han in great astonishmeéentFS’ core
competitiveness includes R&D and sales. The Company haS @utsourced its
production to various factories so that it does not own any workshep-and has limited
warehouse capacity. Li Han used to focus on product désignyas a competitive
differentiator and has overlooked the Company’s internalcontolSystem and quality
control of products produced by OEMs. However, the finessprompted Li Han to get
more visibility into FS’ inventory status and work tQ figure gut causes and solutions
to the problems.

FRBET—MER, SNSMEGMEIEERRRIFSDS, REEFRIKFMN
SRR, FREEEREAE BRESANERRR, MEizEaRaIFoE
B, TR EMERY_EZRATR i BT AR ER, (B ERIATIZRE (KIE.
RRME) HERER, EESEKENEFREDR LRME. ATAREE
EFaNEFEEEMERZE ) MEUEFEFREFSAREHEFE LNEFSTT
SXFEFA—H, KETEZVER. SIEKREESR~: ATREmAIRIMX
HEmiEFEERER  \ERIE A R RIER I A RIS B\ HIANEE
RmEE, RIENLRASTHANTRETRRRERALE, NERRGRIERE
FINLIATHEEREZNN ESFESHANTR, AFEEECEERAKAINE,
MELASS R E A T SO R iy, SRR C R AR R BRI L3RI SE PR AR E AT
MR AL, ARBREETES LHNEFREESEFEFRAK CRNFERERST,
LB R ESSREFERBRARREIEEAMENRY. REEFRIAFIR: B
RERHARNNEEATINEE, EEIEF TRERNHITRE. BEEFKE
ICREBMLRART, FURRSAMKESL, EXERNAIEFARE, i)
BoeEEXEFNER, RISTEFEEXEFNER, £8EFENEIUER, R
NEFR SR, BRHIRBEFEIGERIRE. "HEE R WEEFSEREFEA—E,
XHSLRHAICENR, BB EFRFRIFRE, S0 SERIAR LR,
(BN SHEEUESR, BEERMAERERR. BIIRTERCE, B8RT
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A coordination meeting was convened by Li Han with presencé-of’Lisa from
the Operations Department of Online Business, Julie the inyehtorys manager and
Zhang Ying, the accountant. First and foremost, Li Han wanted toyfind out the direct
causes of the fines imposed by Tmall because of overselling.! Lisa explained that,
the number of goods available on FS’ Online Stores sh@uld be, in principle, equal
to the actual inventory. However, given the fact that FG" products are sold on
multiple online platforms including Tmall, Jiigdong and WeChat Mall, the
Operations Department will set the number ofgoeds 4o be sold based on a virtual
inventory. Overselling occurs because the_invedtory information about the three
platforms cannot be updated synchronically’and/the virtual inventory setting results
in inconsistency between the total inventory~on the three platforms and the actual
inventory. Accountant Zhang Ying g@dded that the production and storage of large-
size items are in the hands of QEMs~\Fherefore, the quantity of goods inbound can
only be confirmed by FS based®fr,Certificates of quality inspection and receipt
documents issued by OEMSafid\the quantity of goods outbound is confirmed at
the end of each month based on/orders realized online. Also, FS’ warehouses find
it difficult to check the goods inventory due to frequent inbound and outbound
deliveries. The inventoryxecords do not reflect the actual quantity and quality of the
inventory. Thereforeygheinventory planned for online platforms does not match that
on the inventory gecords and the actual inventory is also likely to be inconsistent
with the records. Julie, the inventory manager, said: “I am responsible for preparing
stocks indime to ensure smooth sales and delivering upon receipt of customer
orders. However, because the actual inventory does not match the records quite
often,_ | have found inconsistencies for a couple of times and rush orders are
reqtired to ensure timely delivery. Insufficient inventory has been reported both at
the\warehouses of FS and our OEMs. Returns will also take place sometimes.” She
continued: “The inconsistency originates from our warehouse management. But,
the current inventory system is outdated and unable to cope with increasingly
complex business needs. Besides, the inventory information about our own
warehouses and those of our OEMs can not be shared in real time. Thus,
Supplements must be made to original accounts based on receiving and delivery
records to track purchases, sales and inventory. Unlike up-to-standard products,
defective and repaired products find it difficult to be recorded in our inventory
system and Excel may be used for this purpose. Warehouse receiving and
delivering processes involve too many sources and are highly frequent. For

9
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example, both purchases and every-day returns will be warehoused. Inbound
operations are not well managed during peak time and the returns are not well
documented. A lack of accurate system records has led to inconsistencies in the
accounts. Some products with excess inventory have been long kept due to small
storage space occupation. With regard to OEM inventory, there is no physical
inventory count and settlement is made based on the certificates of quality
inspection issued by OEMs and the amount of goods inbound from OEMSs.
Moreover, the returned goods are back in the possession of OEMs for repairment,
but the repaired goods are not accurately recorded and there lacks smooth
information communication between FS and its OEMs.”

IFTHINARS, FRFEARTRELHEER, USERWHNEFERERX:
SUKEIAA, (RIEEFEERERTRREERN, T AEEHTZRER,
R EREREREE. KFAXE, WBMZFFRE—T FESEPIISIE
W, SREHAERE. il FREERS S EAZABEEE, T—PhI%
EAARAEE, FPEREHIEREERARMG AR FEHITERE,
BRSPS, EREWWIRRGHMEEES FaHERRL. B FE EENE
ESXFEFHEZRALHNENRRLS, MREERSIREE TR, MALGEIESHEE
LIRETE, WetEREEFT RSERITR.JANESENR, ARNZENTTS
HEEFER, —HE, DUFETHRMENMBRIER. TIREFER, LERIEHR
NS5 SERTEEE E R BRI RIFIATsSMEITRE. S—70mE, LRI TR
ROHER EFRNER, EHEM.LIBRIREIE, RIFARIEER, BB
HYSRIETE.

After Lisa and Julieygave“their explanations, Li Han solicited ideas to help
improve the Company’s inventory management practice. Accountant Zhang Ying
believed that maiptaining accurate inventory information is paramount. Stock-
taking is necessarysangd establishing a regular inventory stock-taking system is
optimal. Julie said’that there is an urgent need to sort out all possible problems with
warehouse, maagement in inbound and outbound processes, stacking of goods,
product starage“cycle, etc. and relevant systems must be put in place. Lisa
suggested‘purchasing an information management system software tool to help
imprave inventory management. She said similar software tools purchased by FS’
cqunterparts are able to compare the quantity of the goods available for online
sales across multiple platforms with the actual inventory status. Therefore, real-
time synchronized information updates can be achieved and there will be alerts in
case of inconsistencies. This will allow the Company to dynamically adjust the
goods available for online sales and avoid such fines resulted from overselling. She
continued that FS should share inventory information with its OEMs for two reasons.
First, the Company needs to be aware of OEMSs’ production, competition and
inventory status to enable product delivery and real-time adjustment of its product
launch plan. Second, OEMs are provided with visibility into FS’ sales and change
in inventory levels. FS must enhance strategic partnership with OEMs and work to
improve supply chain flexibility.

10
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Li Han recognized the worthiness oftheir Suggestions. As far as he knew, the
Company’s finance function has been a.client of a software product named “Good
Accountant” from Yongyou Group. Buthe&'was unclear about the application’s uses.
Accountant Zhang Ying said it was-tfu€ythat the finance function has been a long-
term user of the “Good Accountant’»software product, which an intelligent Cloud-
based finance management\toolithat integrates invoice, finance and taxation. The
“Good Accountant” softwaré “product can satisfy the finance function’s basic
accounting needs, but do little to the Company’s inventory management shortfalls.
Li Han believed that a,fucther understanding of the software product was required
in view of its expensive)cost. While digging out the Company’s problems, Li Han
observed that thefrapid increase in sales was accompanied by a stubbornly high
return rate., Trpall’s rules clearly indicated that the return rate and customer reviews
will havey@&ignificant impact on the ranking of online stores and the organic traffic
on Tmall. ¥i\Han felt anxious. He turned to Chen Fang from the After-sales
Department.for help after receiving the sales numbers from Tmall. Chen Fang said
the pastfew years have witnessed a rapid increase in sales accompanied by a high
returh rate. She took 12 products that reported higher sales performance as an
example. These products also reported a higher return rate. Although the 7-day No
Reason Return policy was attributed to most return, some customers complained
about product defects during in-person communications between the After-sales
Department and customers. Customers’ concern about the quality of children’s
products may be a result of poor quality control by OEMs. Li Han realized that a
high return rate may lead to a loss in gross profit, and even worse, damages to the
Company’s reputation. He believed that there was an urgent need for the Company
to improve communications with its OEMs, but thoughtful consideration is required
as to how the Company can strengthen its quality control.
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See Appendix 3 for the return rates and reasons for the 12 products.

EEEREHUEINTRET, FEARE M REEHA TESRENER,
BIE— S AEREIRRERImEEAHEE, RBRIERRE., XitFEERE T
ZAISITRKRRRAER: EWFEEDHITERRY, SItARFAAFAZEFER
IR EMRRER. BISREERANNERIEE, RN, CEFRERNIRGR
RRURFAISE, BENEYRZFEAIRE, REXRE—TmRtEEINE
AREBmITRERBEARENCMA, BHTATRS. BIMREREELINIK 47
RRESEPESR VTG, SEERITEMAIRRNTERGRHGEE. BT
REZEXHIHEER, SEEFmRIENSIREAZIN, By TRk mmsE
IEIRE. HHEFTRFENE—FEE, SBREHRIRH B AAI R HI = mAvES
MR T R BRE0E, SR AT REGR T BRI T 2K TEREE.,

While taking a close look at the returns information, Li Han noticed that
repeated returns had even occurred for some\preducts. It means a customer
returned the item(s) he or she purchased onlip€twiCe after receiving the exchanged
items. Li Han recalled what Accountant Zhang¢é¥ing had said: Stocktaking and
reconciliation had been rarely performed for ES’inventory, and accountants had no
a clear idea about the actual quantity and.quality of the Company’s product stock.
Further field trips and investigatiofls» Showed that the Return and Exchange
procedures had not been well prefermed/by the Company’s warehouse keeper with
laxed inspection on returned jgtetiucts. Besides, the warehouse keeper failed to do
agood jobin locating normalk@and. defective products in different designated areas
in the warehouse. Sometimes,the returns and exchanges were not recorded in
books in time; if some-parts'were missing throughout the return and repair process,
those of defective groducts would be removed for replacement. A lack of effective
inventory management,had made it difficult for the Company to track the status of
repairs and obtain first-hand information, such as the reasons for repairs and
exchanges, coRsumption of materials and time caused by repairs. The Company’s
Design Department was, thus, unlikely to learn lessons and work to improve the
structure.deSign and material selection of the Company’s products. Meanwhile, FS
had found it-difficult to track and assess the technological capabilities of its OEMs.

TREEEXEEE, xS FFIREEERTIFREERE, HEEREEAR
TFFmigitileeE, EBAHTTE, BAYRHUtWRIAR. BRENTLE
BRIt ARNEE, oL, FHEH AR =R IEAG?

Li Han believed it is imperative to have effective inventory and quality
management in place. It is equally important with product design and sales. Poor
inventory and quality management may cripple the Company’s ability for future

development. Can you please analyze the following questions and present your
solutions and reasons?
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Appendix 1: Organizational Structure of FS
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Appendix 2: Revenue from each platform in 2020 (RMB)
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Appendix 3: Return rate and reason for 12 products

B 7 JEA & e Proportion of reasons for return
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ZHUIEEE Questions

[ 1: {RIEIES EARRASHZERERR T EZIRIER, BERE—T8

BizFREEFENEEDTAML? MNizilEnes@izmiNEREFEREE?

(I7AFEEEPNER, RESESEN, SEFH IR FETEAIEX
T E . )

Q1: What do you think are the major problems FS face in inventory
management based on explanations made at the coordination meeting and’what
Li Han has learnt about through field trips and investigations? What should’be done
to improve FS’ inventory management? (You may list the major:problems in
inventory management with proposed solutions and recommendations 0ypoint out
systems and processes that you believe need to be improved dué.to\the problems.)

[ 2: 271, FEANEEEIRAREEEEF G-tV ESE TRt
MHE, EWEREERFAAKER. SUEX—RIHSME, HEAZIITERR
FEFRNEEENZENY, EENERENNEREERFHITEENR. THT
TEEATHRZE, tARMEDE ERERAFRSMEXERAK, iEXAIH
RE, RERUBFEREEWNERFICRREmRIIRN. ETEBEMRIE
fRiER, BEROT— T ElIEsI SRR ARITIRET R EEGWRL? lu\__“/)\ﬂﬁﬂ:_
THeAMRLRR RS LIREEWAITFK, FERIRHSERNEN. (X1EE
RFFREEE, REEmRRS ORI, WREEEE.)

Q2: Li Han used to believe that given the fact that FS does not have it own
production lines, it i$>natural to focus more on product design and sales and pay
less attention to thelinfermation management system. The fines imposed have
prompted him to” be‘*aware of the importance and urgency of upgrading FS’
informatioggmanagement system. He did some preliminary work on the information
systems ofdhe market. He found that the information systems on the market are
diversified. in prices and functions and vendors will offer products and quotations
tailaregto customers’ needs. Considering FS’ current situation, please analyze the
Company’s functional needs for the information system? You may conduct a study
to find the types of information system that meet FS’ needs and make some
reasonable recommendations. (Open-ended answers allowed with well-grounded
reasons, convincing analysis and sound viewpoints).

iR ZEZEHILER

END
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