
 
 
VMI:  

Top 10 Reasons Not to Try VMI  
And why you should reconsider! 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
By: Janice Burk 
 
Janice Burk leads the Vendor Managed Inventory (VMI) team for Rockwell Automation. Over 
the past five years, Rockwell has been using Enterprise Data Management’s VMI solution – 
Datalliance .  
 
Based on their VMI success with key customers (distributors) over this time period, Rockwell has 
recently embarked on an effort to increase the percentage of their domestic business handled by 
VMI from 20% to 70%. Realizing this substantial increase in VMI throughput will require the 
support and cooperation from Rockwell’s customers. In anticipation of their questions, Janice 
wrote this response to proactively address customer concerns and illustrate the benefits of VMI. 



Reason #10:  
Our GMROI and turns are acceptable with our present procurement 
procedure. Why change a known, working system to an unknown?  
 
Even if you are doing well with your present procurement procedures, you will realize 
improvements and generate direct, bottom-line results using VMI. As with all process changes, 
proceed carefully. Make sure the process you are adopting is solid and accounts for many of the 
details your current system supports. Document results before and after. To increase your 
comfort level, pilot the new program for a period of time with a segment of your product line or 
locations. 
 
Reason #9:  
Our previous VMI trial wasn’t successful. Why try again? 
 
Don’t let a single bad experience with VMI color your perspective forever. A bad carpenter can 
build a poor house, even if he is using good tools. A bad experience should teach you to be 
careful, but it should not stop you from trying again. VMI has helped many leading companies 
reduce inventory, improve customer service and increase sales.  
 
Reason #8:  
We don’t need every SKU rounded to package quantity. Sayan item is 
packed in fives. We need to order just one, since five would be a ten 
year supply. The rounding policy could swell our inventory 
unnecessarily. 
 
Unnecessary package rounding can adversely effect turns. However, a reasonable rounding 
approach will significantly lower the transaction cost for both parties. It wouldn’t be efficient to 
pull, count, pack, ship, receive, count, and put away 99 pieces of a $1 item that came in packages 
of 100. Package rounding can speed the entire process and save everyone time and money. 
Datalliance is a robust VMI package with very flexible package rounding methodology with 
configurable limits. Work with your supplier to ensure that the package rounding process you 
implement makes sense for your business. 
 
Reason #7: Our Inventory Management System is a state-of-the-art 
system and superior to what our suppliers are using. So why should we 
downgrade? Why pay good money for our Inventory System and not use 
it? 
 
A great advantage of an integrated supplier-distributor replenishment program is the ability to 
leverage systems for more streamlined supply chain execution. From business intelligence 
standpoint, you may have information about future demand that will influence the way the 
product is ordered. There are several ways for you to determine how product is managed and at 
what replenishment level. With the supplier involved in the process, you have more accurate data 
on lead times, product groupings, package quantities, etc. This data improvement produces better 
results. Additionally, when the supplier manages the day-to-day orders, your staff can focus on 
more complex aspects of your business. 
 



From a functionality standpoint, Datalliance stores and uses daily data to differentiate items that 
sell one a day from those that sell 20 at a time once each month. Datalliance has 11 different 
planning groups to handle a wide variety of movement patterns. Datalliance is exception driven, 
a feature that minimizes human intervention and provides outstanding recommendations. The 
application was written within the last five years and takes advantage of today’s processing and 
storage power. And, the system is routinely enhanced to include the best inventory management 
practices based on the experiences of suppliers, representing hundreds of locations worldwide. 
 
Reason #6:  
VMI cannot tell the difference between a sales order and an inventory 
problem known as negative inventory. Will we get items shipped that we 
don’t want? 
 
Data integrity is always important, and no system can completely identify bad data. However, 
Datalliance has several levels of data filtering to highlight suspect data and does a good job of 
eliminating bad data. Inaccurate data in any system carries hidden costs in increased inventory, 
bad fill rates, and additional workload. With or without VMI, good data is good business. 
 
Reason #5:  
We deal in special items with our supplier. Many items do not have UPC 
codes. How will these problems be handled efficiently? 
 
Datalliance allows items to be matched through catalog ID’s or even a simple cross-reference. 
This early matching process not only enables VMI, it also saves money down stream because it 
eliminates inaccuracies in orders, invoices and payments. 
 
When there is a requirement for a highly configurable product that is not assigned a UPC code, 
distributors may choose to process orders through their current processes. 
 
Reason #4:  
If we let a computer program determine our inventory, I estimate that 
our inventory dollars will increase a minimum of $200,000.00. We 
can’t afford to tie up our money like that. What about the extra 
warehouse space? What about the extra items lying around with price 
tags anywhere from $2,000.00 to $8,000.00 each? The big question is: 
Do we need to keep five of this item on the shelf, or would one or none 
be enough? Will VMI order five of this item?  
 
Based on quantifiable data from hundreds of locations up and running on the Datalliance 
application, the average increase in inventory turns is 20%, which suggests that overall inventory 
carrying costs have decreased.  
 
However, to alleviate concerns about stocking quantities, Rockwell Automation goes through a 
comprehensive order point review process to ensure appropriate stocking levels. We then allow 
our distributors to review those values for all items to be stocked. Finally, we go through a 
process of providing "Suggested Orders" to our customers to give them a sense of what 
Datalliance generated orders will include, to ensure inventory managers are comfortable that 
order levels are consistent with their customer service/operational goals. 
 



Reason #3:  
Will a vendor put a customer’s agenda before his? If the vendor has an 
overrun on an item, do you think that we won’t be sent extra material 
to help them out? If their sales are down for the quarter, do you think 
that they won’t send us extra material in order to keep their factories 
busy? Why do you think that they want to control our purchases?  
 
Suppliers who do a good job with VMI do it for a variety of reasons. First, increasing the 
customer’s profitability on their product line makes the supplier’s product less expensive to carry 
when compared to the supplier’s competitors. Moving to a preferred provider level is the number 
one reason a supplier does VMI.  
 
Second, increasing the customer’s profitability helps ensure the long-term survival of the 
customer. Good customers are hard to find. It is good business to ensure the ones that you have 
survive.  
 
Finally, more thorough understanding gained through VMI helps the supplier make better, fact-
based decisions across a wide range of topics such as production planning, package quantities, 
promotion plans and new product introduction.  
 
Also note, with VMI, the customer doesn’t give up all responsibility for inventory management. 
Before beginning a VMI relationship, the customer must make it very clear what their 
expectations are for inventory turns and fill rates. As the relationship progresses, the customer 
must check to make sure the objectives are achieved. If the supplier is taking advantage of the 
relationship, then the customer is not receiving the benefits of VMI and should discontinue VMI 
with that supplier. 
 
Reason #2:  
We manually edit every line item on every purchase order. We check 
for things like surplus material in a branch. Will VMI perform this 
step? Will VMI be able to detect when a sales order is booked 
incorrectly? This happens every day where our salesmen might 
accidentally create a live order when they did not mean to do so. 
Don’t get me wrong! Our sales people are excellent, but they are not 
perfect. How will mistakes get handled?  
 
To decrease the amount of time spent and to lower the number of human errors introduced into 
the process, Datalliance reduces the need to edit each and every line item of every order. It also 
includes logic to look for surplus material on slow selling items. This, combined with a series of 
30+ checks performed on every item on every order, directs the user to the items that need 
attention. The combination of this process and the associated edits results in consistently clean 
orders.  
 
However, mistakes still happen, because like all replenishment applications, Datalliance is trying 
to forecast the future, and nothing can do that perfectly. When beginning a VMI relationship, the 
supplier and distributor must discuss how mistakes are going to be handled. What is the return 
policy? What about expedited shipment and shipping charges? Nothing is perfect, so both parties 
should be clear on the policies to correct mistakes. 
 



And the NUMBER 1 reason not to consider VMI… 
If it ain't broke, don’t fix it! Please. 
 
If we had stuck with this as our theme for the last 100 years where would we be today? Change 
is a constant. If a customer wants to remain competitive into the next century you must anticipate 
-- look for ways to ‘fix it’ before it breaks. VMI provides excellent bottom line results in a 
variety of industries.  
 


