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Hybrid Solution for Rationalization of Product Portfolio by
Reduction of Ineffective Products

Mehdi Joghtaee', Nargess Shirvani’
! Planning expert, POLE Logistics Company, Tehran, Iran

2 Industrial Engineering Department, Sharif University of Technology, Tehran, Iran
ABSTRACT

One of the current biggest challenges faced in companies is explosion of number of products or stock
keeping units (SKUs). New SKU may provide additional sales, but it increases the complexity and carries
also new expenses. In general, an increase in the complexity of the operations increases the overall cost
per unit delivered. Therefore, the primary reason for rationalizing SKUs is assessing the performance of
product to ensure each SKU is adding value to the supply chain. The performance of SKUs is affected by
various factors such as product feature, production capability, market condition, and coverage and service
level. In this research, we are to propose a hybrid solution considering various factors to investigate
product portfolio for ineffective SKUs. The proposed algorithm is applied to solve a real problem of a
company active in food industry and reveals that decreasing number of SKUs may increase the company
profit up to 40 percentage.
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