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Is This Report for Me?

•

•

•

Dive into "Revolutionizing Fashion Retail with Next-Generation 
Allocation Strategies" to explore innovative allocation strategies crucial 
for staying ahead in the competitive fashion industry. This report is 
tailored for fashion retailers aiming to: 
 

Leverage advanced analytics and automation for strategic inventory 
management, optimizing for both market responsiveness and 
customer satisfaction.
Integrate sustainability and ethical practices into allocation 
decisions, aligning with consumer expectations for responsible 
retailing.
Enhance operational efficiency and profitability through precise, 
data-driven allocation, setting a new standard for retail excellence.

•

•

•

Dive deep into the insights and vision laid out in this report to refine or 
redefine your allocation strategies. This eBook will be indispensable if you 
are:
 

Looking to significantly improve your retail operations across 
customer experience, sustainability, and profitability with advanced 
allocation techniques.
Interested in understanding the transformative potential of analytics 
and AI in revenue enhancement and achieving operational superiority.
Poised to shift from conventional retail methods to a forward-thinking 
approach that prioritizes efficiency, customer-centric solutions, and 
sustainability in your allocation strategy. 

​

Let's dive in.
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Rapid Trends and Seasonal 
Shift Complicate Inventory 
Allocation for Fashion Retailers

 

Mckinsey & Company
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Fashion retail's rapid pace demands agility in aligning inventory with 
changing trends and seasons. This dynamic environment requires fashion 
retailers to quickly adapt inventory strategies to fluctuating consumer 
preferences. This presents a complex challenge in managing stock levels to 
meet market demands without surplus or shortages.

Adapting to Trend Volatility
 
The rapid emergence and fading of fashion trends 
challenge fashion retailers to continuously reassess 
inventory to align with consumer preferences, 
requiring agility in responding to market demands.
 
Managing Seasonal Transitions
 
The complexity of seasonal transitions lies in 
accurately phasing out the previous season's stock 
while introducing new collections, posing a 
challenge in balancing supply and demand without 
excess or shortfall.
 
Predicting Demand Fluctuations
 
The unpredictability of consumer demand, 
influenced by fast fashion and instant gratification 
trends, complicates forecasting and necessitates 
agile inventory management to maintain optimal 
stock levels.

Over 70% of executives from large fashion companies faced 
challenges in accurate demand planning and forecasting and 
said their companies still lacked the necessary digital tools 
and capabilities.

https://www.mckinsey.com/industries/retail/our-insights/measuring-the-fashion-world


 

 

Short Lifecycle Products 
Grapple with Swift Turnovers, 
Weather Prediction Dilemmas 
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Managing short-lifecycle merchandise in fashion retail, such as winter 
coats and lightweight jackets, requires precise inventory allocation. 
Success in this segment depends on agile strategies that align inventory 
with real-time sales trends, optimizing sales, reducing transfers, and 
maximizing margins.

Rapid Seasonal Turnover
 
Short-lifecycle merchandise like seasonal wear, 
such as winter coats, demands strategies for quick 
turnover to capitalize on limited selling periods, 
emphasizing the need for efficient stock 
management to match seasonal peaks.
 
Weather-Dependent Forecasting
 
Anticipating demand for weather-sensitive items, 
such as lightweight jackets for sudden spring 
showers, presents a forecasting challenge, making 
it difficult to align stock levels with potential rapid 
shifts in consumer needs.  
 
Strategic Clearance of Seasonal Merchandise
 
Implementing effective clearance strategies for 
end-of-season or short-lifecycle products is crucial 
to avoid excess inventory, requiring a careful 
balance between demand anticipation and stock 
availability.

A “good” turnover ratio varies significantly across retail 
verticals. Inventory-intensive retailers like grocers may see 
only 5-10 turns per year. Fashion retailers may see 8-12 turns 
or more.

Retalon

https://retalon.com/blog/inventory-turnover-ratio


 

 

To Manage Omni-Channel 
Inventory Retailers Need 
Advanced Allocation Strategies
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Omnichannel retailing requires sophisticated allocation strategies to 
ensure stock alignment and availability across all channels. Fashion 
retailers must carefully manage safety stock and accurately forecast 
demand to prevent overstocking or shortages. Agility is key—retailers 
need the ability to quickly realign inventory across various fulfillment 
channels as consumer demand shifts.

Multi-Channel Inventory Balance
 
Balancing inventory across online and offline 
channels is key in an omnichannel environment, as 
fashion retailers tackle the challenge of diverse 
demand patterns to ensure product availability 
wherever and whenever consumers shop.
 
One Unified Inventory for Every Channel
 
Efficiently allocating a unified pool of inventory 
across multiple channels is essential for fashion 
retail. Dynamic allocation, rather than static 
segregation by channel, minimizes unsold inventory, 
optimizes resource use, and ensures rapid response 
to market shifts—key factors in driving profitability 
and staying competitive.
 
Agile Inventory Realignment by Channel
 
Quickly adjusting inventory to meet changing 
demand in omnichannel retail is crucial. Real-time 
inventory visibility helps avoid stockouts and excess 
stock in high-demand areas, crucial for customer 
satisfaction and optimizing sales.

Omnichannel strategies help generate around 80% of in-store 
visits. Also, 74% of customers research online before visiting 
a physical store.

Google

https://konnectinsights.com/blogs/understanding-omnichannel-commerce/


 

 

Next-Gen Allocation Strategies 
Enhance Agility and Precision in 
Inventory Management
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Next-generation allocation in fashion retail represents a 
groundbreaking shift towards dynamic, responsive inventory 
management. This approach integrates dynamic allocation methods for 
rapid adaptation to market changes, applies advanced techniques for 
seasonal precision, and aligns product distribution with consumer 
behavior and preferences.

Adapting to Rapid Market Changes
 
Focuses on developing dynamic allocation 
methods that allow retailers to swiftly adjust to the 
latest fashion trends and consumer demands, 
ensuring that inventory is always aligned with 
market dynamics.
 
Seasonality and Allocation Precision
 
This aspect emphasizes applying advanced 
techniques to navigate the seasonal nature of 
fashion retail. It involves precise planning and 
allocation to manage seasonal product influx and 
optimize stock levels to meet consumer demand 
throughout various seasons.
 
Consumer-Driven Allocation Strategies
 
At the heart of next-generation allocation is the 
alignment of product distribution with real-time 
consumer preferences and behaviors. By leveraging 
data analytics and consumer insights, retailers can 
strategically place products across channels, 
enhancing customer engagement and sales.

With inventory allocation optimization, a retailer can 
potentially reduce out-of-stock items by 50% and achieve up 
to 5% increase in revenue.

Grid Dynamics

https://blog.griddynamics.com/from-chaos-to-control-the-benefits-of-inventory-allocation-optimization/


 

 

Activate Embedded Analytics 
and AI for Strategic Allocation 
Mastery
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Fashion retailers face the immediate challenge of aligning inventory 
with fluctuating consumer preferences and market trends. Utilizing real-
time analytics, AI, and automation for precise demand forecasting and 
size profiling becomes essential for inventory optimization and meeting 
geographic demand, requiring operational agility and sustainability 
efforts to maintain market competitiveness.

Enhance Allocation with In-Depth Analytics
 
Delve deeper into inventory performance using 
advanced analytics for size profiling and 
performance insights, quickly aligning with 
consumer demands and providing allocators with 
detailed analytics to understand outcomes and 
refine strategies for even better results.
 
Transform Strategies with AI-Powered Predictions
 
Use AI to comprehensively analyze market trends 
and consumer behavior to craft forward-looking 
allocation strategies. This shift from mere 
observation to predictive action through AI enables 
a proactive stance, preparing retailers to meet 
future demands with confidence and precision.
 
Optimize Allocation for Efficiency and Accuracy
 
Enhance allocation efficiency and precision using 
analytics and AI, integrating automation for swift 
product placement and replenishment, thereby 
minimizing waste and elevating operational 
productivity.

AI has already proved to be a game-changer for retailers, with 
69% reporting an increase in annual revenue attributed to AI 
adoption. Additionally, 72% of retailers using AI experienced 
a decrease in operating costs.

NVIDIA

Imperative 1: Embedded Analytics and AI

https://blogs.nvidia.com/blog/ai-in-retail-survey-2024/#:~:text=Additionally%2C%2072%25%20of%20retailers%20using,Store%20analytics%20and%20insights


 

 

Elevate Decision-Making and 
Profitability Through 
Fulfillment Intelligence​
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Optimizing inventory for profitability requires selecting the best 
fulfillment locations and using real-time insights for agile store 
allocation to meet consumer demand. Quick, data-driven replenishment 
actions are essential to avoid stockouts, highlighting the importance of 
strategic, responsive inventory management to enhance sales and 
operational efficiency.

Store fulfillment accounts for 46% of logistics spending, 
surpassing distribution centers (34%) and DTCs (30%). 
Researchers suggest in-store fulfillment can be competitive if 
fulfillment costs are reduced by 40% through improved 
efficiency.

Imperative 2: Fulfillment Intelligence

European Journal of Operational Research

Maximize Profitability Through Effective Decisions
 
Strategically allocate inventory to boost profitability 
by selecting the most suitable locations for 
fulfillment, placing products in high-demand areas 
to sell at full price, and reducing unnecessary 
redirects and returns, enhancing transaction 
profitability and online fulfillment efficiency.
 
Leverage Real-Time Insights for Store Allocation
 
Incorporate real-time insights into store fulfillment 
models for dynamic store allocations, adjusting to 
consumer demand. This optimizes inventory 
distribution, aligns product availability with market 
needs, and enhances operational efficiency and 
customer satisfaction.
 
Enable Responsive Replenishment with Data
 
Utilize real-time data for agile replenishment, quickly 
moving inventory from distribution centers to stores 
or reordering from vendors. Responsive allocation 
adjusts to current stock levels and consumer 
demand, reducing the risk of stockouts.

https://www.supplychaindive.com/news/fulfillment-model-profitability-store-distribution/564493/


 

 

Achieve Greater Business 
Agility and Efficiency Through 
Advanced Allocation
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Navigating the dynamic landscape of fashion retail requires agile 
adjustments in allocation strategies to keep pace with market and 
consumer trends. This agility is key to enhancing profitability, 
responding swiftly to market demands, and reinforcing operational 
resilience—vital for thriving amid market changes and securing a 
competitive edge.

Companies with more agile supply-chain practices had 
service levels that were 7% higher and inventory levels that 
were 23 days lower than their less agile peers did.

Imperative 3: Business Agility and Efficiency

Mckinsey & Company

Streamline Allocation for Market Dynamics
 
Adopt flexible allocation strategies to adapt swiftly 
to the fast-paced fashion retail market, ensuring 
inventory alignment with evolving consumer trends 
and demands for increased market responsiveness 
and customer satisfaction.
 
Drive Profitability Through Efficient Allocation

Streamline your allocation to enhance profitability -
cut waste and seize sales opportunities by 
strategically placing products to optimize 
operations and financial performance.
 
Fortify Retail Operations with Resilient Allocation
 
Build resilience in retail operations through 
innovative and adaptive allocation methods, 
preparing for market variability to sustain 
operational continuity and secure a competitive 
edge amidst changing market conditions.

https://www.anylogistix.com/resources/blog/achieving-supply-chain-agility-and-resiliency-with-digital-transformation-tools/


 

 

Enhance Fashion Retail 
Through Sustainable and 
Ethical Allocation​
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Fashion retailers face the pressing need to integrate sustainability and 
ethical practices into their allocation strategies, crucial for meeting 
consumer expectations and minimizing environmental impacts. This 
shift prioritizes reducing store-to-store transfers and embedding 
ethical practices throughout the supply chain, responding to the 
growing consumer demand for responsible retailing.

50% of consumers who desire sustainable fashion would be 
more likely to buy clothes from companies they know are 
committed to sustainability, while 28% of them would stop 
buying clothes from a company if they find out it is not 
committed to the cause.

Imperative 4: Sustainability and Ethical Considerations

Nosto

Lower Environmental Impact Via Efficient Allocation
 
Minimize environmental impact by implementing 
efficient allocation strategies that reduce 
unnecessary store-to-store transfers and logistics 
emissions, streamlining inventory management for 
sustainability.
 
Incorporate Ethical Practices in the Supply Chain 
 
Embed ethical practices within the supply chain, 
from sourcing to distribution, to uphold responsible 
retailing, enhance brand integrity, and build 
consumer trust through commitment to ethical 
operations.
 
Meet Expectations for Sustainable Allocation
 
Align allocation with consumer demands for 
sustainability, demonstrating a commitment to 
responsible strategies, meeting expectations, and 
fostering loyalty towards more sustainable 
consumption patterns.

https://pages.nosto.com/rs/339-ZHG-780/images/EN-Sustainability-Summary-2019%20%281%29.pdf


Incisiv is a peer-to-peer executive network and industry insights firm for 
consumer industry executives navigating digital disruption. Incisiv offers 
curated executive learning, digital maturity benchmarks, and prescriptive 
transformation insights to clients across the consumer and technology 
industry spectrum.
 
incisiv.com

Next-Gen Allocation: Pioneering 
Fashion Retail Evolution

As we chart the path forward, next-gen allocation strategies 
emerge as pivotal in navigating the complexities of fashion 
retail. By integrating advanced analytics, AI, and a commitment 
to sustainability, retailers are poised to transform their 
operations. 
 
This evolution not only responds to immediate market demands 
but also anticipates future trends, ensuring resilience, 
efficiency, and a deeper connection with consumers. 
 
Embracing these strategies signifies a step towards a 
sustainable, consumer-centric, and technologically advanced 
retail landscape, setting new benchmarks for success and 
innovation in the industry.

Manhattan is a technology leader focused on improving experiences and 
outcomes in supply chain commerce. We provide leading software 
solutions for omnichannel commerce, supply chain planning and supply 
chain execution. Our cloud-native Manhattan Active® platform 
technology and unmatched industry experience help increase top-line 
growth and bottom-line efficiency for the world’s leading brands.
 
Manhattan designs, builds and delivers innovative solutions for stores, 
transportation networks and fulfillment centers, eliminating silos created 
by legacy commerce, warehouse, and transportation systems to create 
seamless operations and optimal efficiency.
 
If you would like to learn more, visit manh.com
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https://www.incisiv.com/
https://www.manh.com/

