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Abstract 

The competition in the 21st century is no longer the competition between enterprises, but the 

competition between supply chains (Martin C, 1992). In recent years, the volatility, uncertainty, 

complexity, and ambiguity have become increasingly obvious features in the global economy 

(Sathiabalan Murugan, et al., 2020). If an enterprise wants to improve its own competitiveness, it 

must carry out scientific and efficient management of the supply chain industry within the 

enterprise to enhance the quality of the supply chain ecology. The sudden outbreak of COVID-19 

in 2019 has brought many difficulties and challenges to supply chain management, such as supplier 

shutdown, inventory shortage, logistics disruption, labor shortage, and rising costs (Sheffi, 2020). 

Among many supply chain problems faced in the post-pandemic era, the crisis caused by excess 

inventory bears the brunt. Since the proportion of inventory funds in the total assets of the 

enterprise is extremely large, the level of inventory control directly affects profit of the enterprise. 

The research questions of this paper involve the following: first, the reasons for the nowadays 

inventory crisis; second, how to shape a resilient supply chain and improve the level of inventory 

controlment in an uncertain world. The issues such as supply chain management, inventory 

management, customer accommodation, and forecasting which involved in these research 

questions are important topics in SCM research. 

1.Introduction and background 

With the fast development of economic globalization, if an enterprise wants to improve its own 

competitiveness, it must carry out scientific and efficient management of the supply chain within 

the enterprise to ensure the quality of the supply chain environment. Supply chains provide a 

framework for companies and their suppliers to collaborate quickly, accurately, and efficiently to 

offer products, services, and information to customers (Noura, 2022). As the proportion of 

inventory funds in the total assets of the enterprise is extremely large, the level of inventory control 
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directly affects the profit of the enterprise. An appropriate inventory control is an effective method 

for enterprises to obtain success. In nowadays, from organizing production according to orders to 

organizing production according to forecasted demand, inventory management is closely related 

to customer demand, keeping inventory costs at low level, and running through all stages in the 

supply chain. As one of the core contents of supply chain management, in the face of changing 

market environment, inventory management research becomes more and more important. 

The COVID-19 outbreak in 2019, the area covered by the pandemic, the duration of the outbreak, 

the level of chaos it caused, and the political and economic consequences have never been seen in 

recent years (Xiaoran Shi, et al., 2021). The massive impact of the pandemic has caught the vast 

majority of businesses off guard. The negative impact of these supply and demand dislocations 

has reached the current post-epidemic period as well, causing many enterprises to encounter 

numerous supply chain issues which need to solve urgently. The current crisis of excess inventory 

encountered by many large American retailers, including Target, is one of the many problems 

caused by the supply chain failure in the post-pandemic period. The Target Corporation First 

Quarter Report illustrated that the inventory and sales growth of North American retail giants in 

the first quarter of 2022 compared to last year are currently in a clear dislocation of supply and 

demand, and the problem of excess inventory will further erode their profits in the new quarter 

(Annmarie, 2022). Among the culprits are high inventories of kitchen appliances and electronics, 

which were bought on a frenzy during the pandemic but have fallen out of favor in recent months. 

Therefore, identifying the reasons of the current improper inventory control, figuring out strategies 

to effectively deal with the current supply chain challenges, and improving the collaboration 

between inventory management and the supply chain environment to ensure corporate profits are 

an important topic in supply chain management research in the post-pandemic era. 

2. Target’s Inventory Crisis 

2.1 The Current Situation of Target 

Retail giant Target Corporation has come under the spotlight of late due to its inventory problems. 

Its inventory value hit the highest point it has ever been which cost more than $15 billion now (Fig 

1). 

Because sitting on such huge amount of inventory, the Target Corporation First Quarter Report 

revealed that its first-quarter profits were far below the expectations. This directly caused its stock 

price to crash and plunge 25% which became the biggest one-day drop since 1987 (Melissa, 2022)! 

Two weeks later, Target Corporation said it would further cut some of its profit forecasts for the 

current fiscal year to less than half the previously announced profit margin forecast. This news 

made its stock drop down another 4% (Linda, 2022). The company said the sharp drop in profits 

was due to the company needs to "adjust" inventory levels – Target decided to sale the huge amount 

of vexing inventory it has as great discount as well as cancel the order from suppliers. These vexing 

inventories include televisions, outdoor furniture, and kitchen utensils. People are not buying these 

items as they did last two years. But these products are precisely the commodities that Target paid 

a high purchase price and shipped from Asia (Daniel, 2022). It is now taking action to optimize 

inventory levels and plan to clear excess inventory more quickly this quarter. For consumers, that 
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will mean some great sales in the short term. For the business, however, it will result in worsening 

margins. 

 

Fig 1: Target Corporation Inventory Value (Quarterly) 

 
Source: The Motley Fool 

 

Target’s report illustrated its inventory rose 43% in April compared with a year earlier, while 

same-store sales rose just 3.3% (Target Corporation, 2022). That is particularly concerning 

nowadays because consumers are likely going to tighten up their spending as inflation is a growing 

problem in the economy. If the inventory moving fast means revenue of company is strong, and 

the company does not have stale products taking up its warehouse space. However, inventory of 

Target turnover slowed dramatically last quarter, rising to more than 71 days -- the highest it has 

been since before 2020 (Fig 2). Even though this is not the first time the number has been that high 

as there are seasonal fluctuations, with the economy facing a possible recession nowadays, the 

overwhelming inventory will truly hurt Target’s profits and drop the company into crisis.  

Fig 2: Target Corporation Inventory Outstanding (Quarterly) 

 
Source: The Motley Fool 
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Before the pandemic, inventory of this company usually raised just before the holiday season and 

then sold during that period. However, the situation changed this year. Target needs to make more 

room for the inventory it plans to sell during the season. Otherwise, it will end up with even more 

inventory at its warehouse. Not only does too much inventory mean there is no more space to add 

newer merchandise, but it also means there is not always enough cash available to procure new 

goods.  

As Fig 3 shows, Target ended the first quarter of the current fiscal year with inventory levels at 

60% of the first quarter's sales - the highest first quarter inventory/sales comparison in the past five 

years, which includes periods before and after the pandemic shook global supply chains (James, 

2022). Comparatively, Target ended the first quarter of the year with inventory levels at just above 

51% of first quarter sales in 2020. Misaligned inventory levels relative to sales reveals obvious 

supply and demand dislocation which can lead a lasting, challenging ripple effect. This can explain 

the reason why in June, when Target saw there was no any signs of getting better of excess 

inventory problem, it updated its guidance to account for deeply discounted products and projected 

its operating margin for the second quarter around 2%, which much lower than the estimate of 

around 5.3% in May (Target Corporation, 2022). 

Fig 3: Target Corporation Revenue/Inventory Comparison 

 
Source: Thomson Reuters 

2.2 The Reason Analysis of The Inventory Crisis 

the COVID-19 pandemic has highlighted the unpreparedness of supply chains to unforeseen 

disruptions and changes in their environment (Van Hoek, 2020). Target’s inventory crisis was not 

a single case and hardly alone in its uncomfortable first-quarter report. Other retailers including 
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Walmart, Amazon, Home Depot, Best Buy, Macy’s, Kohl’s and most other retailers were having 

their own mismatch of supply and demand as well (Fig 4). These retailers cited rising inventories 

when they reported their quarterly earnings results last month. Walmart’s inventory jumped 32% 

from the previous year, compared to a 4% increase in sales (Anne, 2022). The value of Amazon’s 

total inventories increased 47% compared to the same period last year. But its North America net 

sales only popped 8%. Best Buy’s inventories increased 9%, while sales declined by 8% (Rachel, 

2022).   

Fig 4: Major Retailers Inventory/Sales Change in Q1 From 2021 to 2022 

  Percent Change from Q1 2021 to Q1 2022 

Target Inventory 43.12% 

Sales 3.98% 

Walmart Inventory 32.01% 

Sales 3.97% 

Amazon Inventory 46.7% 

Sales 7.58% 

Best Buy Inventory 9.39% 

Sales -8.00% 

Home Depot Inventory 31.91% 

Sales 3.75% 

Costco Inventory 26.10% 

Sales 16.31% 

Lowe’s Inventory 10.10% 

Sales -3.12% 

Dollar General Inventory 19.38% 

Sales 4.18% 

TJX Companies Inventory 36.66% 

Sales 13.09% 

Source: The Street 

There are many reasons why retailers encounter this inventory crisis. This article mainly discusses 

the three main reasons which are not separate but interrelated. Firstly, the aftereffect of supply 

chain issues during the pandemic is the key factor causing the situation. Supply chain management 

is the management of upstream and downstream relationships with suppliers and customers to 

deliver superior customer value at less cost to the supply chain as a whole (Martin, 2005). Supply 

chain issues have been a concern since the early stages of the pandemic when there were shortages 

of just about everything. During the epidemic, due to the different impacts of the pandemic in 

various regions, differences in government management and control methods, and gaps in cultural 

issue, the economic cycles in different regions were dislocated, along with logistics restrictions, 

the ravine between supply and demand gradually intensified (Martin, et al., 2021). As early as the 

beginning of the pandemic, 94% world-famous companies experienced supply chain disruptions. 

U.S. companies are more affected by the COVID-19 crisis: nearly half of production lines and 

supplier is located outside the United States. About a quarter of those companies reported 

significant supply chain uncertainties and disruptions in the U.S (Yossi, 2021).  
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One goal of supply chain management is to reduce or eliminate the buffers of inventory that exist 

between organizations in a chain through the sharing of information on demand and current stock 

levels (Martin, 2005). But this goal did not achieve very well during the Covid-19 pandemic. 

Specific to the large retail industries, due to the implementation of stay-at-home and work from 

home, consumers have high demand for televisions, kitchen appliances and outdoor furniture, 

which have been in short supply during the past two years. To safeguard their operations against 

disruption in order quantities and address challenges faced during the pandemic, Target and these 

large retail companies adjusted their supply chain design and paid a very high price to ship these 

items from Asia. However, due to timing of supply chain, such costly operations did not perfectly 

match consumer needs. Many shipments arrived later than expected and so the stores missed out 

on the bestselling time. All these issues contributed to overstocked in these retailers’ warehouses. 

Secondly, the changes in customer demand preferences and inflation were more dramatical than 

retailers’ preparations. Customers is an important figure in supply chain and play an important role 

in the management of supply chains. Customer’s values, needs, preferences and opinions will 

affect supply chain decisions the retailers make. Back to past two years, people had quite a bit of 

cash on hand and spent the money on home improvements. Target and most every other retailer 

then stocked up too much outdoor furniture, kitchen appliances and other electronics such as 

televisions past year. However, after two years of unprecedented growth, the demand for these 

items which were bought on a frenzy during the pandemic has fallen much faster than expected. 

Moreover, there are obvious differences in timing between production and consumption in this 

retailers’ inventory crisis. Supply chain disruptions have delayed the arrival of many items from 

ideal sales periods. By the time the products arrived consumers’ buying habits had changed. Thus, 

Target and other retailers maintain too much bulky categories of inventory that have fallen out of 

favor in recent months. Consumers are still buying groceries and household essentials while 

shifting their money to things they need to get back to work, travel, concerts and so on (Linda, 

2022). Consumers are more likely to buy luggage, make-up, stylish clothing, restaurant gift cards 

than pay for kitchen utensils, televisions, outdoor furniture continuously. Inflation also ramped up 

as well as limited consumers’ capability to make purchases (Fig 5). Some less wealthy consumers 

have to cut down their non-essential consumption due to the impact of inflation. 

Fig 5: United States Inflation Rate (From 2020 August to 2022 August) 

 
Source: U.S. Bureau of Labor Statistics 
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Thirdly, the inaccurate purchase forecasts made things worse. The supply chain is not literally a 

linear chain. It is deep, complex, opaque and uncertainty. In supply chain management, demand 

forecasting is the act of using predictive analysis to estimate and predict customers’ future demand, 

supply, and pricing within an industry (MengmengLi, ShinjiMizuno, 2021). Forecasting is an 

important and critical ability that involves investigating the competition, collecting historical data, 

and analyzing past patterns and helps companies make better-informed supply decisions (Kristina, 

2019). The pandemic has made inventory projections tricky. The uncertainty of future economic 

development is increasing, the visibility of market is reducing, and the traditional statistics 

prediction errors of enterprises based on historical data and experience is raising. In a normal year, 

through forecasting, retailers always can prepare and optimize inventory by estimate future sales 

from using their past historical sales data and factors. However, that model could not work well in 

current Covid-19 pandemic hellscape – the past behavior and sales data of companies may not be 

indicative of what happens in the future. Target and other retailers made their decisions of what to 

order and how much to buy from vendors about a year ahead of time. Although their decisions 

were still made based on forecasts, current orders-in-hand, and resources availability, at that time 

there were huge demands for such products and Target thought these demands would continue, so 

as Walmart, Amazon and other retailers. Conversely, the sharp decline in sales of large household 

items in the first quarter of this year proved their predictions to be completely wrong. By the time 

these products which ordered last year arrived, buying habits of consumers had already changed. 

3. Reshaping Retailer Inventory Management 

The occurrence of emergencies as well as pandemic is usually unpredictable. The global COVID-

19 pandemic has caused severe economic shocks in many countries and has resulted in major and 

largely unanticipated impacts on global supply chains (Hedwall, 2020). These shocks have 

suddenly created new difficulties and challenges that supply chain management had to address 

under extreme uncertainty and time pressure (Handfield et al., 2020). For enterprises including the 

retail industry, the best way to confront with these shocks is to continuously improve the operation 

skill of the supply chain management, optimize the inventory control ability to enhance the ability 

to resist risks and uncertainty. 

Specifically, coordinating supply chain management and inventory management is a necessary 

issue for building reasonable and efficient inventory level of an enterprise. Inventory control is not 

only just a supplement to replenishment planning, but also can realize the overall coordination of 

supply chain management, meet the service needs of customers effectively, and build the basic 

requirement for the supply chain management system to be transformed into a "pull" model (Sean 

P, 2011). Optimized inventory control in supply chain management requires companies to change 

the management state of independent decision-making, adjust the organizational structure of the 

enterprise, and provide guarantee for coordinated production. Enterprises within the supply chain 

should concentrate the functions of their respective inventory management departments of the 

supply chain, and break through the inventory management structure of individual enterprises to 

truly coordinate inventory management. At the same time, the purely functional inventory 
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management should be transformed into procedural management to improve the sensitivity of the 

entire supply chain management and improve the efficiency of inventory management. 

Across the industry, the COVID-19 pandemic gave rise to a demand pattern change—mainly for 

retailer industry—which has been difficult to predict and which required measures of adaptation 

at the retailer (Martin, et al., 2021). In order to solve the inventory crisis caused by the dislocation 

of supply and demand, it is necessary to innovate and optimize the degree of informatization inside 

and outside the company, and establish a more sensitive, faster, more systematic and more accurate 

database. Once the upstream enterprise inventory or downstream customer purchase data changes, 

it can be quickly fed back to the system, so that the enterprise can analyze and process relevant 

information more quickly and accurately, which is conducive to the realization of the enterprise's 

automation and intelligent development. Only by establishing an efficient information 

communication and response system so that supply chain managers can fully understand customer 

needs and make more accurate forecasts of changes in demand of consumers and market, can the 

companies continuously adjust production and inventory decisions, reduce safety stocks, so that 

the supply of companies meet the market demand, and further improve the overall operational 

efficiency of the supply chain. 

4. Conclusion 

The COVID-19 outbreak created a variety of unexpected risks at the retailer and has started a 

general rethinking of risk management approaches. Retailers need to understand the necessity of 

applying inventory control in supply chain management and the insufficiency of the actual 

operation of inventory control in current "resilient" supply chain management. Inventory control 

is to reduce inventory levels, improve the efficiency of supply chain management, improve 

inventory distribution status, enhance the rationality of inventory variety structure, and enhance 

the competitiveness of enterprises through inventory optimization and replenishment of enterprises 

on the basis of customer demand. With the development of science and technology and the 

advancement of global economic integration, the current inventory control has shown a trend 

towards computerization, networking, systematization, and inventory reduction. 

The pandemic has disrupted the coordination of supply chain, increased the uncertainty of supply 

and demand in the future, and changed the market demand and preferences. In addition, a series 

of supply chain management challenges caused by the epidemic include the suspension or shortage 

of upstream supply, increased safety stock requirements, inability to resume production at full 

capacity, labor shortages leading to increased labor costs, logistics disruptions leading to increased 

costs and longer cycle. Faced with challenges, enterprises need to strengthen the efficiency and 

effectiveness of supply chain management, enhance procurement flexibility and logistics 

flexibility through data visualization to shape a truly "resilient" supply chain, so as to improve 

inventory control capabilities and operations in response to changes in the external environment 

quickly and precisely.  

 

 



9 
 

Bibliography 

1. Target Corporation (2022), “Target Corporation Reports First Quarter Earnings”, 

https://corporate.target.com/press/releases/2022/05/Target-Corporation-Reports-First-

Quarter-Earnings  

2.Melissa Repko (2002), “Target shares sink 25% after company says high costs, inventory woes 

hit profits”, https://www.cnbc.com/2022/05/18/target-tgt-q1-2022-earnings.html  

3.Annmarie Fertoli (2022), “Why Target Says Overstuffed Stores Are Weighing on Business”, 

https://www.wsj.com/podcasts/whats-news/why-target-says-overstuffed-stores-are-weighing-

on-business/65704326-ddb1-41e8-b957-9506dff32d6a?page=1  

4. Linda Carroll (2022), “Target’s Inventory Problem Won’t be Easy to Fix”, 

https://observer.com/2022/06/targets-inventory-problem-wont-be-easy-to-fix/ 

5.Daniel Kline (2022), “Cathie Wood: Here's the Biggest Problem Facing Target and Walmart”, 

https://www.thestreet.com/investing/do-walmart-and-target-have-an-inventory-problem 

6. Noura Yassine (2022), “Inventory planning under supplier uncertainty in a two-level supply 

chain, The International Journal of Logistics Management”, Vol. ahead-of-print No. ahead-

of-print. 

7. MengmengLi, ShinjiMizuno (2021), “Dynamic pricing and inventory management of a dual-

channel supply chain under different power structures”, European Journal of Operational 

Research, 303(1), 273-285 

8. Sean P. Willems (2011), “How Inventory Optimization Opens Pathways to Profitability”, 

Supply Chain Management Review, Interfaces. 34(1) 59-72. 

9. Xiaoran Shi, Weihua Liu& Jiahui Zhang (2021), “Present and future trends of supply chain 

management in the presence of COVID-19: a structured literature review”, International 

Journal of Logistics Research and Applications, 25(1) 1-30 

10. Martin C. Schleper, Stefan Gold, Alexander Trautrims& Duncan Baldock (2021), 

“Pandemic-induced knowledge gaps in operations and supply chain management: COVID-

19’s impacts on retailing”, International Journal of Operations & Production Management, 

41(3) 193-205 

11. Yossi Sheffi (2021), “What Everyone Gets Wrong About the Never-Ending COVID-19 

Supply Chain Crisis”, MIT Sloan Management Review, Issue: winter 

12. Sathiabalan Murugan, Saranya Rajavel, Arun Kumar Aggarwal, Amarjeet Singh (2020), 

“Volatility, Uncertainty, Complexity and Ambiguity (VUCA) in Context of the COVID-19 

Pandemic: Challenges and Way Forward”, International J Health Systems and 

Implementation Research, 4(2) 10-16 

13. Hedwall, M. (2020), “The ongoing impact of COVID-19 on global supply chains. The world 

economic forum COVID action platform”, www.weforum.org/agenda/2020/06/ongoing-

impact-covid-19-global-supply-chains/ 

14. Van Hoek, R. (2020), “Research opportunities for a more resilient post-COVID-19 supply 

chain – closing the gap between research findings and industry practice”, International 

Journal of Operations and Production Management, Vol. 40 No. 4, pp. 342-355 

15. Handfield, R.B., Graham, G. and Burns, L. (2020), “Corona virus, tariffs, trade wars and 

supply chain evolutionary design”, International Journal of Operations and Production 

Management, Vol. 40 No. 10, pp. 1649-1660 

16. Sheffi Y, “The new (ab) normal: reshaping business and supply chain strategy beyond 

COVID － 19”, Massachusetts: MIT CTL Media, 2020 

https://corporate.target.com/press/releases/2022/05/Target-Corporation-Reports-First-Quarter-Earnings
https://corporate.target.com/press/releases/2022/05/Target-Corporation-Reports-First-Quarter-Earnings
https://www.cnbc.com/2022/05/18/target-tgt-q1-2022-earnings.html
https://www.wsj.com/podcasts/whats-news/why-target-says-overstuffed-stores-are-weighing-on-business/65704326-ddb1-41e8-b957-9506dff32d6a?page=1
https://www.wsj.com/podcasts/whats-news/why-target-says-overstuffed-stores-are-weighing-on-business/65704326-ddb1-41e8-b957-9506dff32d6a?page=1
https://observer.com/2022/06/targets-inventory-problem-wont-be-easy-to-fix/
https://www.thestreet.com/investing/do-walmart-and-target-have-an-inventory-problem


10 
 

17. James Brumley, “1 Chart Explains Target's Inventory Trouble”, 

https://www.fool.com/investing/2022/06/09/1-chart-explains-targets-inventory-trouble/  

https://www.fool.com/investing/2022/06/09/1-chart-explains-targets-inventory-trouble/

