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Onsoz

Bu kitap, 2024-2025 6gretim yilinda Bilkent Universitesi Endiistri Miihen-
disligi Boliimii tarafindan gerceklestirilen Universite-Sanayi Isbirligi Bi-
tirme Projeleri 6zetlerini kapsamaktadir. Programimiz 31 yil 6nce sistem ta-
sarimi1 derslerinin sanayi projelerine dontigtiiriilmesi ile baglamigtir. Bu stire
igerisinde farkl sektor ve biiyiikliikte 137 ig, sanayi, ve kar amaci giitmeyen
kuruluslarla toplam 578 proje gerceklestirilmistir.

Endiistri Miithendisligi Boliimii dordiincii sinif ogrencilerinden olusan
proje ekipleri, akademik ve ig diinyasindan danigsmanlarin gozetiminde fir-
manin giindemine girmig olan ve ¢oziim bekleyen gercek problemlerini ¢oz-
mektedirler. Yapilan projeler sonucunda ortaya cikan iiriin, yontem veya
hizmet, ilgili firmaya 6nemli yarar ve katma deger saglamaktadir.

Endistri Miuhendisligi Proje Fuar: ve Yarismasi, 2003 yilinda yapilan
projelerin ilgili tiim firma, kurulus ve tiniversitelerle paylasilmasi, ig diinya-
sinin seckin kuruluslarinin birbirleriyle ve {tiniversite ile olan etkilegimi-
nin artirilmasi ve ogrencilerimizin ig hayatina daha donanimh hazirlan-
masini saglamak amaciyla baglatilmigtir. Her yil sistematik ve etkin bir
sekilde yapilan bu caligmalarin daha kalici ve yaygin olarak paylasilmasi
amaciyla da “Endiistri Projeleri” kitabi serisi hazirlanmig ve bu donemde
gerceklestirilen projeler gizlilik ilkesine bagh kalinarak ¢zet halinde sizlere
sunulmustur.

Kitapta yer alan proje ozetlerinin dogru ve okunakli olmasi i¢in des-
teklerini esirgemeyen Degerlendirme Kurulu’'muza, fuar ve yarigma juri-
mizde gorev alan Utku Bayborii (Horse Technologies), Dilek Sen Giiven
(Prosis Damgmanhk), Ceren Acer Kezik (Garanti BBVA), Ozgiir Sarhan
(Diinya Bankasi) ve Dr. Ogr. Uyesi Gizem Ozbaygin’a (Bilkent Universi-
tesi) tesekkiir ederiz.

Prof. Dr. Savas Dayanik
Prof. Dr. Nesim K. Erkip
Dr. Emre Uzun

Bilkent Universitesi Endiistri Mithendisligi Boliimii
Sistem Tasarimi Dersi Koordinatorleri
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Preface

This booklet contains 2024-2025 academic year University-Industry Col-
laboration Student Project summaries done by the senior students of the
Industrial Engineering Department at Bilkent University in collaboration
with industrial companies, businesses, and non-profit organizations. This
program started when senior design courses were reorganized as industrial
projects 31 years ago. Since then, 578 projects have been completed, with
137 companies operating in various sectors.

Senior student groups of the Industrial Engineering Department solve
companies’ real problems under the guidance of academic and industrial
advisors. The project outcomes provide companies with many operational
benefits and add value to their services and products.

Since 2003 Industrial Engineering Project Fair and Competition has been
held to disseminate the project outcomes to firms and universities, boost
the synergy, encourage collaboration between industry and university, and
help senior students get better equipped before they take full industrial
positions. Every year the project summaries are edited in a project booklet
with care given not to disclose firm-specific sensitive information and shared
with the community to spread the word and impact of projects.

We thank the Review Committee for their efforts that improved the cor-
rectness and readability of project summaries in the book. We also thank
Utku Bayborii (Horse Technologies), Dilek Sen Giiven (Prosis Consultancy),
Ceren Acer Kezik (Garanti BBVA), Ozgiir Sarhan (World Bank) and Asst.
Prof. Gizem Ozbaygm (Bilkent University) for serving on the project com-
petition jury this year.

Prof. Dr. Savag Dayanik
Prof. Dr. Nesim K. Erkip
Dr. Emre Uzun

Bilkent University Industrial Engineering Department
Systems Design Course Coordinators

1X






Icindekiler
Table of Contents

Onsoz vii
Preface ix
Kuruluslar, Organizations XV
Akademik Damismanlar, Academic Advisors xvii
Endistri Damismanlari, Industrial Advisors Xix
Bolum Bagkani'ndan xxi
Chairperson’s Message xxiii
Tesekkiir Mektuplari, Appreciation Letters XXV
Takimlar 1/2, Teams 1/2 xxxiii
Bir Arada 2/2, Together 2/2 XXXV

1 Unilever Tirkiye: Algida Teslimat Kamyonu Ziyaret Sikligi ve
Rota Eniyilemesi, Algida Delivery Truck Visit Frequency and Route
Optimization

3

2 Emeklilik Gozetim Merkezi: Bireysel Emeklilik Sistemi Katilimcilar:

Icin Ozellestirilebilir Portfoy Oneri Sistemi, Customizable Portfolio
Recommendation System for Private Pension System Participants

3 Istanbul Giibre Sanayi: Depo-Stok Yonetimi i¢in Karar Destek
Sistemi, A Decision Support System for Warehouse-Stock Manage-
ment

x1

17

28



4 Nevzat Ecza Deposu: Depolar Aras1 Yatay Sevkiyat Miktarlarinin
Azaltilmasi, Minimizing Inter- Warehouse Lateral Shipments 38

5 Pegasus Hava Yollar:: Gecikme Yayilimini Enazlayan Saglamci
Ugus Cizelgelemesi, Robust Flight Scheduling Minimizing Delay Prop-
agation 48

6 Ata Teknoloji Platformlari: Hizli Servis Restoranlarinda Bozula-
bilir Envanter Yonetimi, Perishable Inventory Management in Fast
Food Restaurants 61

7 SCW.ATI: Ila¢ Uretiminde Toplam Degistirme Siiresi Azaltimi ile
(izelgeleme Optimizasyonu, Minimizing Total Changeover Time in
Pharmaceutical Manufacturing Scheduling 74

8 Meteksan Savunma: Kart Uretiminde Kurulum Siirelerine Gore
Teslimat Takvimi Cizelgelemesi, Delivery Schedule Planning in Card
Production Based on Setup Times 84

9 Hayat Finans: Miisteri Talep Yonetimi Siireclerinin Iyilestirilmesi,
Improvement of Customer Demand Management Processes 94

10 Emeklilik Gozetim Merkezi: Ozel Emeklilik Sisteminde Katilimel
Risk Profillerine Uygun Fon Seckisi Olusturulmasina Yonelik Dere-
celendirme Sistemi, Rating System for Creating a Selection of Funds
Suitable for Participant Risk Profiles in Private Pension System 106

11 Nestlé Tiirkiye: Palet Ayak Izi ve Arac I¢i Dolulugunun Eniyilen-
mesi, Optimizing Pallet Footprint and Vehicle Loading 116

12 Beko Pisirici Cihazlar i§letmesi: Personel Servisleri Durak Diizen-
lenmesi ve Rota Eniyilemesi, Stop Rearrangement and Routing Op-
timization of Employee Transportation 128

13 Enerjisa: Personel Tagima Sistemi Eniyilemesi, Optimization of Per-
sonnel Transportation System 141

14 Sports International: Sports International Miisteri Sadakati Arttirma
Stratejileri, Sports International Customer Retention Strategies 151

15 Tepe Home: Stok Yonetimi ve Tedarikci Degerlendirmesi igin Karar
Destek Sistemi, Decision Support System for Stock Management and
Supplier Evaluation 162

X1l



16 Nesco Gida: Talep Yonetimi ve Uretim Planlama, Demand Man-
agement and Production Planning 176

17 Nestlé Tiirkiye: Tedarik Zinciri Verimliligini Artirma Odakli Talep
Tahmini, Demand Forecasting for Enhanced Supply Chain Efficiency187

18 Beko Kiiciik Ev Aletleri Direktorliigii: Tedarik¢i Karne Sistemi,
Supplier Evaluation System 198

19 Tepe Betopan: Tesis Ici Lojistikte Forklift Araclarinm Sayisi ve
Gorev Dagiliminin Optimizasyonu, Design and Application of In-
spection System for Mechanics Department 211

20 Bakioglu Holding: Uretim Planlama Karar Destek Sistemi, Pro-
duction Planning Decision Support System 226

21 Beko Elektronik i§letmesi: Uretimde Is Giicii Planlamas: Karar
Destek Sistemi, Decision Support System for Production Workforce
Planning 238

22 Ortadogu Rulman Sanayi: Veriye Dayal Satis Icgoriisii ve Anomali
Belirleme Karar Destek Sistemi, Data-Driven Decision Support Sys-
tem for Sales Insight and Anomaly Recognition 253

23 Memorial Saglik Grubu: Isgiiciinii Dengeleyen Vardiya Atamalar
i¢in Karar Destek Sistemi, Decision Support System for Shift Assign-
ments Balancing the Workforce 264

Dizin, Index 277

xiil






Bugiine kadar 6grenci projelerimize destek veren kuruluslar

Companies participated in the student projects so far

e Qmem A4016 ABDIBRAHN AKBANK
©)alp ézler altunbilekler 21273202 T a5E) @ arcelik

or € rumwskarunes | GUVEN
ARLIGHT @ A®0lrz aselsan ATP AVIVAGOB bakambalaj takioglu

ULUSLARARASINAKLIVAT TARH.TICLTD. ST

AAAAAAAAA
HOLDING

Oecnex I BNl Beko REEH sosace. ) BOSCH

BOY NE R=rRIOD B/S/H/°buluttan cankaya @rlsbefy | CC1 SRITTANL
I F logadan
fran eocio (]~ * ,,,,, DE6US  )gsnmer GBBD (2 ccrocivas
)
@2 EMEKLILIK i @
& o bl ENERJIOD ENGLISH HOME erKuNT

TA
OFRF FNSS € @i oo D T @ | 3o

\‘.'! Hoins L =22 [2)iGSAS invent G 0y intel IR yata
TN [mars

©= Jwaup 72K08Y | C WaIKIKI Loand) B | mefa

_s Milli Prndiil(tivile Merke;i MUD O %%

Nestle.

[2]

MEMORIAL METEKSAN - pg

l A
//V NEVZAT LLLL_&L NOBEL FASTENERS mﬁl’ f20DEdA OPLOG7 ormiva.
@ PEGASUS € pepsico 1190 @ real~ ReklamUp @

W// rOketsan SANOFI @ SCW. /\l SecilStoe % §!I"|:! uuuuuuuuu sm.@vc;vo ". SINTERMATIONAL"
N .

SiSECAM

o
>
<} T.C.SANAYIVE

..; ’..’ TEKNOLOJi BAKANLIG! =;';®E;D_: é%* Tepe Home“"

Lin TOFAS #10] couvoures 72 TURKCELL @i SEEratiars ] J

ToRK
UK OTONOBL BRI A, KiziLAY

S 'ﬁl}
& SunExpress %,, .

EI'J

oS S, - )
PATENT] 63 TURKEH o\, TarkTeleko ™ TiicheTraktr 6 LURKIsH Tirkve &y

I‘TURKSI\T-

DG

206 B 5
t EE Uiic:,, v r fA yunus Wurhcmrqo .

XV






Diizenleme kurulu, 2024-2025 programima degerli katkilar1 igin
asagida adi gecen Bilkent Universitesi mensuplarina tesekkiir eder.

The organizing committee thanks Bilkent University members named below
for their invaluable help to run 2024-2025 program.

Bilkent Universitesi Endiistri Miihendisligi Ogretim Uyeleri
Bilkent University Industrial Engineering Faculty Members

Prof. Dr. M. Selim Aktiirk Dog. Dr. Emre Nadar

Dog. Dr. Cagin Ararat Dr. Ogr. Uyesi Gizem Ozbaygin
Prof. Dr. Savag Dayanik Prof. Dr. Mustafa Celebi Pinar
Prof. Dr. Nesim K. Erkip Mis. Dr. Ogr. Uyesi Andrea Pizzuti
Doc. Dr. Ozlem Cavus Iyigiin Prof. Dr. Alper Sen

Prof. Dr. Oya Ekin Karagan Dog. Dr. Firdevs Ulus

Dog. Dr. Ozlem Karsu Dr. Emre Uzun

Dog. Dr. Ayse Selin Kocaman Prof. Dr. Bahar Yetig Kara

Universite Sanayi i§birli§i (")grenci Projeleri Koordinatorii
Unwversity € Industry Cooperation Student Projects Coordinator

Yesim Giilseren

Bilkent Universitesi Endiistri Miihendisligi B6liimii Idari Asistam

Bilkent University Industrial Engineering Dept. Administrative Assistant
Vegiin Ekmekgi

Bilkent Universitesi Hukuk Miisavirligi Ofisi
Bilkent University Legal Advising Office

Giil Gokce Cagatay
Melike Temiz

Bilkent Universitesi Mali Isler Miidiirliigii
Bilkent University Financial Affairs Office

Ramazan Atmaca
Dilek Bilgili

Arda Kaya
Serdar Ser
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Diizenleme kurulu, 2024-2025 programina sagladiklari igbirligi icin
asagida yer alan is diinyasinin degerli mensuplarina tesekkiir eder.

The organizing committee thanks the esteemed company representatives lis-
ted below for their cooperation to run 2024-2025 program.

Ata Teknoloji Platformlar:
Ahmet Tugrul Bayrak
Bekir Berker Tiirker

Bakioglu Holding
Beste Yildiz
Sabahattin Bilgen

Beko Elektronik i§letmesi
Elvan Parlak
Omer Faruk Unal

Beko Global Ar-Ge ve Universi-
te-Sanayi Iligkileri

Evrim Ozgiil

Merve Ozhavutcu

Beko Kiiciik Ev Aletleri Direk-
torligi
Serdar Degirmenci

Beko Pisirici Cihazlar i§letmesi
Ufuk Cetek

Mustafa Kagan

Bilkent Holding
Prof. Dr. Abdullah Atalar
Ceyda Kitapgigil

Emeklilik Gozetim Merkezi
Mustafa Akmaz

Hicran Aktag Cosar

Samet Ozben

Enerjisa

Asli Abes
Bugce Demirkol
Sibel Kesgin
Volkan Umar

Hayat Finans
Ozer Baran
Aylin Giiciiyener
Suzan Oztiirk
Agelya Tanigman

Istanbul Giibre Sanayi
Betiil Merve Cetin
Yavuz Cetin

Memorial Saglik Grubu
Berna Dursun

Banu Kurtaran

Bora Uludiiz

Meteksan Savunma
Okan Akay
Eda Senol

Nesco Gida

Nazhh Esen Ummansu

Nevzat Ecza Deposu
Osman Bozkurt
Bora Dilik

Harika Karpuzcu Dilik

Nestlé Tiirkiye
Yunus Arslan
Haydar Atesok
Nazli Cetin Berber
Selami Cakmak
El¢in Kocaman
Gorkem Sayali

Ortadogu Rulman Sanayi
Dr. Alptekin Demiray

Pegasus Hava Yollari
Mert Koksal
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SCW.AI Tepe Betopan
Haluk Ath Ercan An

Sports International Cagatay Caparl
Kenan Aydugan Tepe Home
Kiibra Bircan Aygiin Ceren Evcimen

Hakan Oztiirk Unilever Tiirkiye

Arda Bas
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Bolim Baskani’ndan

Bilkent Universitesi Endiistri Mithendisligi Boliimi, 6grencilerinin teknolo-
jik ve sosyal degisikliklere uyum saglayan, yagsam boyu ogrenen ve sorgu-
layan iyi endiistri miihendisleri olarak mezun olmalarim1i amaclamaktadir.
Karmasgik sistemlere ve problemlere biitiin olarak bakabilme ve analitik
diiginebilme, egitim programinin 6onemli amaglarindandir. Bolium, 2007 yi-
linda Accreditation Board for Engineering and Technology (ABET) adh
bagimsiz kurulug tarafindan egitim kalitesini belgeleyen tam akreditasyonu
Thirkiye’de ilk alan miihendislik boltimidiir.

Egitimde diinya capinda kalite standartlarini kullanan Endiistri Miithen-
disligi Boliimii, iilkemizde ornek gosterilen Universz’te—Sanayi Isbirligi Prog-
rame/n1 31 y1ldir bagariyla uygulamaktadir. Programin hedefi mezuniyet aga-
masindaki 6grencilerin kapsamli mesleki deneyim kazandirmaktir. Alti-yedi
kigilik proje ekipleri, akademik ve endiistriyel danigmanlarin gézetiminde
firmalarin ¢oziim bekleyen gercek problemlerini ¢ozmektedirler.

Bu yil, 25. Endustri Mihendisligi Proje Fuar: ve Yarismasinda 23 proje
bulunmaktadir. Fuarda 6grencilerimiz, y1l boyunca projeleri iizerinde yap-
tiklar1 ¢aligmalarini sunmaktadirlar. Onlar1 6zverili galigmalar: igin kutlu-
yor, programa biiyiik katkilar1 olan firma yetkililerine ve danigmanlarimiza
tegekkiir ediyorum.

Biitiin stire¢ boyunca yogun ve 6zverili ¢alismalariyla programin hedef-
lerine ulagmasi i¢in biiytlik ¢aba gosteren program koordinatorleri Prof. Dr.
Savag Dayamk, Prof. Dr. Nesim K. Erkip ve Dr. Emre Uzun’a, Universite-
Sanayi Isbirligi Ogrenci Projeleri Koordinatorii'miiz Yesim Giilseren’e, asis-
tanlarimiz, Sena Ash Bozkurt, Kaan Cakiroglu, Defne Tan ve emegi gecen
herkese ¢ok tesekkiir ediyorum.

Prof. Dr. Bahar Yetis Kara
Endiistri Miithendisligi Boliim Bagkani
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Chairperson’s Message

Bilkent University Industrial Engineering Department strives for its stu-
dents to grasp changes in technology and society and be lifelong learners
and inquirers. One of the department’s educational goals is that our stu-
dents hold a holistic view of systems and problems backed up with analytical
thinking. The department is the first engineering department in Turkey, the
quality of whose education program was fully accredited by the Accredita-
tion Board for Engineering and Technology (ABET) back in 2007.

For 31 years, the Industrial Engineering Department has been success-
fully running its exemplary University-Industry Collaboration Program. The
program’s objective is to have the department’s senior students gain full-
fledged industrial experience before getting full industrial positions. Six-
to-seven member student groups attack real open problems of companies
under the supervision of academic and industrial advisors.

Twenty-three projects are present at the 23th Industrial Engineering
Project Fair and Competition. At the fair, student groups present their
year-long work and the outcomes of their projects. I congratulate them
for their tireless and heart-whole hard work. 1 also thank the company
representatives and academic and industrial advisors for their support and
collaboration.

Finally, I thank course coordinators Prof. Dr. Savag Dayanik, Prof. Dr.
Nesim K. Erkip, and Dr. Emre Uzun, University-Industry Collaboration
Student Projects Coordinator Yesim Giilseren, graduate assistants Sena Ash
Bozkurt, Kaan Cakiroglu, and Defne Tan for their relentless efforts to ensure
that the program succeeds.

Prof. Dr. Bahar Yetis Kara
Industrial Engineering Department Chairperson
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Tesekkur Mektuplari

Appreciation Letters

Ata Teknoloji Platformlari’'ndan,

Ata Teknoloji Platformlari, finans, konuk agirlama ve enerji
sektorleri bagta olmak tizere kurumsal sirketlerin ihtiya¢ duydugu
yagamsal (mission critical) platform, yazilim ve hizmetleri gelistiren
lider teknoloji sirketlerinden birisidir. 2021 yilinda halka arz olan
ATP (BIST:ATATP), catisi altinda bulunan ATP Tradesoft, ATP
Zenia, ATP Digital ve ATP GreenX markalariyla, geligtirdigi yeni-
lik¢i teknolojileri rekabet ve maliyet avantajina dontigtiirerek kurum-
sal miigterilerinin gercek anlamda deger yaratmalarina, esnek ¢eviklik
kazanmalarina ve inovasyon performansi ortaya koymalarina yardimeci
olmaktadir.

ATP, finans, konuk agirlama ve enerji sektorlerine dikey ola-
rak odaklanmig marka ve profesyonel ekiplerle hizmet vermektedir.
ATP’nin finans sektortine 6zel yazilim ¢oziimleri markasi Tradesoft,
geligtirdigi aract kurum, fon ve portfoy yonetim c¢oziimleriyle Borsa
Istanbul islem hacminin rakip sistemler icerisindeki paymmn %46’smi
yonetmektedir. ATP’nin restoran yonetimi ve ¢ok kanalli siparisg tes-
limat coziimleri markasi Zenia, lider kiiresel restoran markalarinin
3.300’ye yakin lokasyonunda kullanilmaktadir. ATP Digital, hayata
gecirdigi 500™in lizerinde projeyle kurumsal girketlere dijital doniigim
konusunda ugtan uca rehberlik etmistir. ATP’nin ¢evre dostu tekno-
loji ¢ozlimleri markast ATP GreenX, Tiirkiye'nin yesil ve karbon ser-
tifikalar1 ticaretini kolaylastiran ilk dijital pazar yerini geligtirmistir.

Tirkiye, Cin ve EMEA bolgesinde 800’1in tizerinde referansi bu-
lunan ATP, tasarladigi c¢oziimler, gerceklestirdigi projelerden elde
ettigi uygulamali deneyimler ve sahip oldugu siire¢ miihendisligi
yetkinlikleriyle kurumlar1 dijital olarak dontistiirmekte ve degigimin
risklerini firsata cevirmelerini saglamaktadir. Ayrica, yaptigi AR-
GE calismalariyla bilimsel literatiire ve hizmet verdigi sektorlerin
siirdiiriilebilir geligimine katkida bulunmaktadir. Bunlarla beraber
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ATP, tiniversite-sanayi isbirligine de son derece 6nem vermektedir.
“Hizli Servis Restoranlarinda Bozulabilir Envanter Yonetimi”

isimli projemiz Bilkent Universitesi ig birligiyle bagarili bir sekilde ta-
mamlanmigtir. Proje kapsaminda bozulabilir tirtinlerin yer aldigr iki
agamall bir tedarik-zinciri sisteminde belirsiz talep kosullar1 altinda
envanter seviyesini ve atik miktarini azaltmaya yonelik, sezgisel bir
envanter karar destek sistemi geligtirilmistir. Proje siiresince, goster-
dikleri ozveri ve katkilardan dolayr ATAEN ekibindeki ogrenci ar-
kadaglarimiza, projeye bilgi ve deneyimleriyle deger katan Doc. Dr.
Emre Nadar ve Prof. Dr. Nesim K. Erkip’e, ayrica iiniversite-sanayi
ig birliginin saglanmasinda onemli rol iistlenen Yesim Giilseren’e
tegekkiir ederiz. Tim 6grencilerimize kariyer yolculuklarinda basarilar
dileriz.

Ahmet Tugrul Bayrak
Ata Teknoloji Platformlar
Veri Bilimi ve Inovasyon Midiri

Beko

Beko Kiicgiik Ev Aletleri Direktorliigii'nden

Bilkent Universitesi Endiistri Miihendisligi Boliimii tarafindan
yuriitillen Sanayi Odakli Bitirme Projeleri kapsaminda, “Tedarikgi
Karne Sistemi Iyilestirme” projesinde yer almaktan bityiik bir mem-
nuniyet duyduk.

Projeye katki sunan 6grencilerimizin analitik yaklagimlari, ¢oziim
odakliliklar1 ve yenilik¢i fikirleri sayesinde mevcut sistemimizin
degerlendirme mekanizmalarini daha saglam, daha giivenilir ve daha
ongoriilebilir hale getirmeye yonelik onemli ¢iktilar elde edilmistir.
Ozellikle alternatif degerlendirme yontemleri, erken tespit sistemleri
ve veri analizi caligmalari, sirketimizin tedarikgi yonetimi siireclerine
degerli katkilar saglamigtir.

Bu stiregte hem ogrencilerimizin gosterdigi 6zverili caligmalar hem
de Bilkent Universitesi'nin giiclii akademik destegi bizlere gelecegin
miihendislerine olan giivenimizi bir kez daha pekigtirmistir. Projeye li-
derlik eden degerli akademisyenlerimize, organizasyonu koordine eden
mezuniyet projeleri ekibine ve projeye emegini katan tiim ogrencilere
igtenlikle tegekkiir ederiz.

Universite-sanayi is birliginin giizel bir ornegini olugturan
bu calismanin bir parcasi olmaktan dolayr gurur duyuyor, tim
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ogrencilere kariyer hayatlarinda basarilar diliyoruz.
Saygilarimizla,

Serdar Degirmenci
Kalite Yoneticisi
Beko - Kiiciik Ev Aletleri Direktorliigii

)
EMEKLILIK

GOZETIM
MERKEZI

Emeklilik Gézetim Merkezi Genel Miidiiri'nden

BILKENT UNIVERSITESI

ENDUSTRI MUHENDISLIGI BOLUMU BASKANLIGI'NA

Emeklilik Gozetim Merkezi A.§. (EGM), 4632 sayili Bireysel
Emeklilik Tasarruf ve Yatirim Sistemi Kanunu uyarinca Hazine
ve Maliye Bakanhgi'nin yetkilendirmesiyle kurulmugtur. Anilan Ka-
nunda EGM’nin amaci, 6zel emeklilik sisteminin etkin glivenli gekilde
igletilmesini saglamak, katilimecilarin hak ve menfaatlerini korumaktir.

EGM'nin temel gorevlerinden bazilari; emeklilik sirketlerinin, BES
aracilarinin ve portfoy yonetim sirketlerinin faaliyetlerinin elektro-
nik olarak gozetimi, tespit edilen gozetim bulgularimin SEDDK ve
SPK’ye raporlanmasi, anilan idarelere gozetim ve denetim altyapisi
saglanmasi, emeklilik girketlerine merkezi dijital hizmetler sunulmasi,
Devlet katkisi tahakkuk ve odeme stireclerinin yonetilmesi, fon per-
formans degerlendirme sisteminin isletilmesi ve katilimcilara bilgilen-
dirme hizmetleri sunulmasidir.

EGM, iilkemizi Uluslararas1 Ozel Emeklilik Diizenleme, Denetim
ve Gézetim Otoriteleri Orgiitii (IOPS ve OECD) Ozel Emeklilik Tek-
nik Komitesi'nde temsil etmektedir. Uluslararasi iyi uygulamalar, bi-
limsel aragtirmalar ve ilgili literatiir Kurumumuzca yakindan takip
edilmektedir. Universiteler, aragtirma kurumlar1 ve finansal teknoloji
girigimleriyle ig birlikleri gelistirmek, EGM'nin stratejik oncelikleri
arasinda yer almaktadir.

Endiistri miithendisliginin sanayi, enerji, finans bagta olmak tizere
pek ¢ok alanda bilimsel yontemler kullanmak suretiyle kompleks siirec
ve sistemlerin analiz edilmesi, tasarlanmasi, iyilestirilmesi ve optimize
edilmesinde kritik 6nemi vardir. Bu nedenle, Kurumumuzda endiistri
mithendisleri istihdam edilmekte ve tiniversitelerin endiistri miithen-
disligi boltimleriyle ig birlikleri gelistirilmektedir.

Gegen y1l oldugu gibi bu yil da Boltimiintiz son siif 6grencilerinin
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bitirme projeleri i¢in Kurumumuzu tercih etmelerinden biiytik mut-
luluk duydugumuzu ifade etmek isteriz.

2024-2025 ogretim yilinda Kurumumuzda gerceklestirilen iki pro-
jeden biri olan “BES Katilimeilar: icin Ozellestirilebilir Portfoy Oneri
Sistemi” baglikli proje ile, katilimecilarin risk istahi1 ve yatirim siiresi
dikkate alinarak kisisellestirilmig portfoy onerileri sunan bir karar des-
tek modeli gelistirilmistir.

“Ozel Emeklilik Sisteminde Katiimer Risk Profillerine Uy-
gun Fon Seckisi Olugturulmasina Yonelik Derecelendirme Sistemi”
baglikli diger proje kapsaminda ise, katilimcilarin risk profillerine uy-
gun olarak fon tercihlerini yonlendiren bir derecelendirme modeli
geligtirilmigtir.

Her iki proje de, katilimcilarin birikimlerini daha etkin yonetme-
lerini destekleyen, 0zel emeklilik sisteminin stirdiiriilebilir biiytime-
sine katki sunan ve halihazirda uygulamada yagsanan sorunlara ¢oziim
tiretmeyi amaclayan ornek caligmalardir. S6z konusu caligmalarin
Kurumuzca katilimeilara sunulan BES Mobil, BEFAS Bilgilendirme
Platformu gibi dijital hizmetlere entegre edilmesi veya emekli-
lik sirketlerince kullanilmasi potansiyeli bulunmaktadir. Miihendis
aday1 ogrencilerle yiiriitiillen bu ig birliginin, hem sektoriimiiziin ih-
tiyaclarina yonelik ¢oziim iiretmis oldugu hem de geng¢ miihendislerin
mesleki geligsimine dogrudan katk: sagladigi diigtiniilmektedir.

Projeler boyunca oOgrencilerin sergiledigi yiiksek motivasyon ve
kararlilik, kiymetli akademisyenlerin rehberligiyle birleserek ytiksek
katma degerli sonuclarin elde edilmesini miimkiin kilmigtir. Projelere
katk: saglayan basta Bilkent Universitesi Projeler Koordinatorliigii,
proje danigmanlar: ve proje koordinatorleri olmak tizere tiim akade-
mik kadroya ve projelerde yer alan tiim 6grencilere en i¢ten tegekkiirle-
rimizi sunariz.

Ogrencilerimizin ~ mezuniyetini  simdiden  kutlar,  meslek
yagsamlarinda ve 6zel hayatlarinda kendilerine basarilar dileriz.

Mustafa AKMAZ
Emeklilik Gozetim Merkezi A.S. Genel Miidiirii

ENERJIOD

Enerjisa Enerji’den,
Enerjisa Enerji olarak, 1996 yilindan bu yana Tirkiyenin li-
der elektrik doniigim sirketi olarak, 10 bini agkin calisganimizla 3
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bolgede ve 14 ilde faaliyet gostermekteyiz. Herkese daha iyi bir gelecek
saglayabilmek i¢in tiim enerjimizle calisiyor; stirdiirtilebilir biiytiime
hedefimiz dogrultusunda topluma fayda saglayacak projelere ve ig bir-
liklerine odaklaniyoruz. Tiirkiye'nin enerji doniigtimiine onciiliik eder-
ken, ¢evik ve dayanikli yapimizla daha iyi bir gelecege hizla ilerliyo-
ruz. En 6nemlisi de daha iyi bir gelecegin genclerle miimkiin olacagina
inaniyoruz.

Bu dogrultuda hayata gecirdigimiz Universite-Sanayi Is Birligi
projesi, genglerin gelecegin sekillenmesindeki belirleyici roliinii bir
kez daha ortaya koydu. Bilkent Universitesi Endiistri Miihendisligi
boliimii 6grencileri ve akademik kadrosu ile ytrittigimiz “Hibrit
(aligma Diizeninde Personel Tagima Sistemi Optimizasyonu” konulu
proje sayesinde; mevcut servis giizergahlarimi ve doluluk oranlarini
analiz eden, Ara¢ Rotalama Problemi (VRP) temelli matematiksel
bir modelleme ortaya koyan bir ¢aligmaya imza attik. Projemiz, aym
zamanda Idari Isler ekiplerimizin operasyonel yiikiinii azaltmay: he-
defleyen yenilik¢i bir ¢oziim onerisi sundu.

Geng ekip arkadaglarimizla dijital doniigimii ve yenilik¢i uygu-
lamalar1 birlikte deneyimlemek bizler i¢in oldukc¢a degerliydi. Pro-
jeye emek veren tiim Ogrencilere azim ve katkilari, kiymetli akademik
danigmanlarina ise siire¢ boyunca gosterdikleri yol ve destek i¢in i¢ten
tegekkiirlerimizi sunuyor, kendilerine basarilarla dolu bir gelecek dili-
yoruz.

Enerjisa Enerji (1nsan, Kiiltiir, Idari Isler Ekibi)

MEMORIAL

Memorial Saglik Grubu’'ndan,

2000 yilinda kurulan Memorial Saglik Grubu, Tiirkiye'de saglk
alaninda bircok ilki hayata geciren oncii kuruluglardan biri olarak,
bu yil 25. yilim1 kutlamaktadir. Diinyada ve iilkemizde uluslararasi
kalite standartlarinda sundugu saglik hizmetleriyle taninan Memo-
rial, bugiin Tstanbul, Ankara, Antalya, Kayseri ve Diyarbakir ve Ro-
manya’da bulunan 11 hastanesi ile faaliyet gostermektedir. Hasta
memnuniyetini merkezine alan anlayisi, uzman hekim kadrosu ve ileri
tibbi teknolojilere yaptigi yatirimlarla saglikta miikemmellik vizyo-
nunu siirdiirmektedir.

Bu vizyon dogrultusunda, Bilkent Universitesi Endiistri Mithen-
disligi Ogrencileriyle birlikte yiirtittiigiimiiz “Vardiya Atamalar
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icin Karar Destek Sistemi Tasarmm Isgiicii Optimizasyonu” proje-
siyle hemsireler ve hasta danigmanlar1 i¢cin mevcut vardiya plan-
lama stireclerimizi daha etkin hale getirmeye yonelik onemli bir
caligma gergeklegtirilmistir. Proje, ¢aligan tercihlerini gozeten, esit is
yiikii dagilimini esas alan ve ani personel eksikliklerine kargi esnek
¢oziimler sunabilen dinamik bir vardiya atama modeli gelistirmeyi
amaglamigtir.

Bu siiregte gosterdikleri 6zveri, analitik bakig acilar1 ve ¢oziim
odakli yaklagimlar icin Bilkent Universitesi Endiistri Miihendisligi
ogrencilerine en icten tesekkiirlerimizi sunariz. Aym zamanda, proje
siirecine rehberlik eden degerli proje koordinatoriine ve katki saglayan
tiim akademisyenlere destekleri ve yonlendirmeleri igin tesekkiir ede-
riz. Gergek hayattaki operasyonel bir probleme akademik disip-
linle yaklagarak sunduklar1 katkilar, bizler icin son derece kiymetli
olmustur. Bu ig birliginin, hem saglik hizmetlerinde hem de akademik
alanda verimli ve ilham verici sonuclara vesile olduguna inaniyoruz.

Berna Dursun
Stire¢ ve Verimlilik Grup Midiirii

RE
Nestle

Go food. Good life

Nestlé Tirkiye’den,

Nestlé Tiirkiye olarak 8 farkli gida ve igecek kategorisinde yaklagik
800 iriinii tiiketicilerimizle bulugturuyoruz. Buradaki operasyonu
yonetebilmek icin de her alanda verimlilik ve stirdiiriilebilirlik bi-
zim i¢in 6nemli unsurlar oluyor. Her firsatta optimizasyon ve di-
jitallesme olanaklarini degerlendiriyoruz. Bu noktada ise yollarimiz
hem endiistri hem de ogrenciler i¢in biiyiik katma deger olusturan
Bilkent Universitesi ile kesisti. Bilkent Universitesi Endiistri Miihen-
disligi boltimiinde yiriitmekte oldugumuz bitirme projeleri kap-
saminda bu sene birisi kotii halde iadelerin azaltilmasi, digeri ise arag
i¢i doluluk oranimin arttirilmasi konular1 tizerine iki projeyi degerli
ogrenci gruplarimiz ve danigman hocalarimizin destekleri ile tamam-
ladik. Universitenin sagladigi bu platform ile 6grenci arkadaslarimizin
gercek konular tizerinde caligma firsati bulmasi ve 6grencilerimizi is
hayatina hazirlamak bizim i¢in biiytik bir gurur kaynagidir.

Bu projeler araciligiyla, sadece araytizler ile ¢oziim tiretmekle
kalmayip, aynmi zamanda geligim alanlarimizi fark etme ve yeni
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perspektifler kazanma firsat1 buluyoruz. Akademik gelismeleri takip
etme sansimiz, bu stirecte edindigimiz deneyimlerle daha da zen-
ginlesmektedir.

Bize sagladigi bu degerli katkilar icin, ozellikle Endiistri Miihen-
disligi Boliimii'ne, ¢ok degerli danigman hocalarimiza ve projeleri-
mizde emegi gecen sevgili 6grenci gruplarimiza tesekkiir ederiz.

El¢in Kocaman
Nestlé Tirkiye
IT Inovasyon Yoneticisi

EJORS |

Ortadogu Rulman Sanayi ve Tic. A.S. Uretim Planlama ve Bilgi
Sistemleri Midiirii'nden

Ortadogu Rulman Sanayi ve Tic. A.S. (ORS) bilyal rulman, ko-
nik makarali rulman, silindirik makarali rulman, makara, bilezik ve
burg tiretimi yapan, Ortadogu'nun ilk, Tiirkiye'nin tek entegre rulman
tiretim firmasidir. 1982 yilinda kurulan girket, 1986 yilinda 4 milyon
adet /y1l iiretim kapasitesi ile seri tiretime baglamigtir. Gegtigimiz 40
yil igerisinde tiretim kapasitesi 100 milyon adet/yila, galigan sayisi ise
1500 kisiye ulagmigtir. Diinya capinda yiizlerce miisterisi olan sirketin
ana miigteri grubunu otomotiv, beyaz esya ve elektrik motoru iireti-
cileri olugturmaktadir. Uretiminin %75’ini bagta Bat1 Avrupa ve Ku-
zey Amerika iilkeleri olmak tizere sanayisi ve teknolojisi en {ist sevi-
yedeki iilkelere ihrag eden sirket, Tirkiye'nin ilk 500 sanayi kurulusu
arasinda yer almaktadir. Giiney Kore’de kurulan ORS KOREA sirketi
ile sadece rulman iiretiminde degil, makine imalatinda da kiiresel bir
oyuncu olma vizyonuna emin adimlarla ilerlemektedir.

ORS, egitime sagladigi her tiirlii katkiy1 sosyal sorumlulugunun
bir geregi olarak gormekte, bircok iiniversiteyle benzer proje-
ler siirdiirmekte, her yil ytizlerce ogrenciye proje ve staj imkam
saglamaktadir. Bilkent Universitesi Endiistri Mithendisligi ile 25 yildir
yiriitiilen projeler ise profesyonel yonetimi, ¢alisma disiplini ve ortaya
gikardigr katma deger acisindan ayr1 bir degere sahiptir. Tiirkiye’deki
tiniversite-sanayi ig birliginin en basgarili 6rneklerinden olan bu proje-
lerin gerceklesmesini saglayan tiniversite yonetimimiz, bolimiimiiziin
degerli 6gretim tiyeleri, aragtirma gorevlilerimiz ve 6grenci projeleri
koordinatoriimiiz her tirlii takdiri hak etmektedir.
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2024-25 akademik yilinda, ORS driinlerinin gecmis satig veri-
lerini anomali tespit algoritmalar1 ile analiz ederek satig trend-
lerinde beklenmeyen degisimleri tespit etmek ve gelecek 12 ayda
gerceklegecek satiglar: en az hatayla tahmin etmek tizerine bir proje
gerceklestirilmistir. Bu proje, veri biliminin tiretim sirketlerinde kul-
lanimina ¢ok bagarili bir ornek olusturmustur. Projede beraber
calistigimiz miihendis adaylarina katkilarindan dolay:1 tesekkiir edi-
yor, ig ve akademik hayatlarinda kendilerine bagarilar diliyoruz.

Dr. Alptekin DEMIRAY
Uretim Planlama ve Bilgi Sistemleri Miidiirii
Bilkent IE 2002 Mezunu
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Algida Teslimat Kamyonu Ziyaret 1
Siklig1 ve Rota Eniyilemesi

Unilever Tirkiye

Proje Ekibi
Melih Ak, Verda Arpaci, Ebru Ayan, Emir Dogan,
Muhammet Giinalp Farsak, Yagmur Kuzucuoglu, Bilge Ozerdem

Sirket Danigmani Akademik Damigsman
Arda Bag Dog. Dr. Ozlem Cavus lyigiin
Direkt Dagitim Miudiri Endiistri Miithendisligi Bolimii
Ozet

Bu proje, yakit giderleri, fazla mesai, verimsiz rotalama ve stok kitligi
nedeniyle olugan dondurma dagitim maliyetlerini ele almaktadir. Proje,
genigletilmig bir Seyahat Eden Satig Elemam Problemi (SESEP) yaklagimi
uygulayarak teslimat rotalarini ve satig elemani ziyaret programlarini eniyi-
lemektedir. Tahmin verilerini kullanan sezgisel bir yontem, rota verimliligini
artirip, maliyetleri diigiirerek ve yeterli stok seviyelerini koruyarak asgir1 stok-
lama olmadan iirtin bulunabilirligini saglamaktur.

Anahtar Sozciikler: Dagitim Eniyilemesi, Seyahat Eden Satig Elemani
Problemi, Maliyet Minimizasyonu, Satig Elemani Ziyaret Planlamasi
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Algida Delivery Truck Visit Frequency and
Route Optimization

Abstract
This project addresses ice cream distribution costs caused by fuel expenses,
overtime, inefficient routing, and stock shortages. By applying an extended
Traveling Salesperson Problem (TSP) approach, the project optimizes de-
livery routes and salesperson visit schedules. A heuristic method using fore-
cast data enhances routing efficiency, provides lower costs, and maintains
adequate stock levels, ensuring product availability without overstocking.

Keywords: Distribution Optimization, Traveling Salesperson Problem,
Cost Minimization, Salesperson Visit Scheduling

1.1 Unilever and Problem Identification

1.1.1 Company description and system analysis

Unilever is a global leader in the fast-moving consumer goods (FMCG) sec-
tor, operating in over 190 countries and reaching approximately 3.4 billion
consumers daily. Unilever Tirkiye, founded in 1952, plays a key role in
global operations. With over 5,000 employees and six factories, it manages
brands such as Lipton, Knorr, OMO, and Algida, and serves as an export
hub to more than 30 countries. Its Istanbul office oversees operations in 35
countries across the Middle East, Central Asia, and North Africa (Tiirkiye
Investment Office, 2023a).

Algida, Unilever’s flagship ice cream brand in Tiirkiye, is a cornerstone
of its regional strategy. It operates two major production facilities—one in
Corlu established in 1990 (Algida Food Service, 2024), and another opened
in 2013 with a €95 million investment, employing 300 people (Tiirkiye In-
vestment Office, 2023b). Serving both domestic and export stores, Algida
holds a dominant 77% share in the Turkish ice cream store, reinforcing its
strategic importance within Unilever’s portfolio (Cagatay, 2024).

1.2 Current System Analysis and Problem

In Algida’s current system, there are two factories, two main warehouses, six
direct distribution warehouses, and 82 distributor channels. Produced ice
creams are first transferred to main warehouses and then transferred to local
warehouses. From direct distribution centers, three types of operations take
place: MT operations consist of distribution to chain stores, HT operations
focus on smaller and local stores, and DT operations make deliveries to
smaller warehouses. This project focus on improvements on MT channel



under direct distribution.

Supplying the demand on MT channel depends on the orders given by
the stores. Instead of forecasting future demands and supplying according to
them, Algida prefers filling the empty spaces in the refrigerators. The Algida
Sales Specialist (ASU) must first visit the stores and take their orders.
Orders are then prepared for the next day and distributed by a truck. Each
truck has its own region, which is mostly determined by the proximity of
the stores and the drivers’ routines over the years.

Figure 1.1: Subregions in a Region

The sales and delivery process requires that trucks serve stores exactly
one day after the ASU visits. Consequently, the ASU’s route directly influ-
ences truck routes. This dependency often causes inefficiencies and added
costs. For example, trucks are sometimes dispatched to the same region
multiple times a week—exceeding the four-visit limit—even though nearby
stores are scheduled on different days. Figures 1.1 and 1.2 illustrate the cur-
rent distribution pattern, each color represents a different day of delivery.
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Figure 1.2: Delivery Frequency to Stores

The presence of multiple colors within the same region indicates frag-
mented scheduling, resulting in higher transportation costs and inefficien-
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cies. This stems from the dependency between ASU visits and truck deliv-
eries, as trucks are required to serve stores one day after the ASU places the
order. These issues are especially prominent during summer months with
high demand, sometimes leading to overtime work.

1.3 Proposed Solution Strategy

The primary objective of the project is to minimize distribution costs, with
a focus on reducing travel and overtime expenses. To achieve this, past
delivery data (region, truck, store info) is analyzed to generate forecasts
based on seasonality and trend. Clustering is used to identify nearby stores.
These feed into a mathematical model optimizing truck routing, balancing
inventory and delivery frequency while minimizing costs. For efficiency, a
matheuristic approach handles large instances. The combined small visit
frequency model and the heuristic produce optimized visit frequencies and
routes, reducing fuel and overtime costs.

1.3.1 Ciritical Assumptions

Some critical assumptions are made to make the problem solvable. Since our
model uses daily demand data as input and deliveries are made on discrete
days without any pattern, it is necessary to distribute the batch data across
the days until the previous delivery. To achieve this, we assumed that
demand is evenly distributed across the days between consecutive deliveries
and then performed a daily demand forecast. Orders are placed at the start
of the day. It is assumed that each region has a dedicated truck assigned
to it, and this truck exclusively serves the store within that region. Also,
when .the ASU visits a store, it places an order large enough to completely
fill the capacity of the ice cream cabinet at that store.

1.3.2 Solution Approach
Forecast

In order to ensure that ice cream refrigerators remain consistently stocked,
the forecasting process begins by examining historical batch delivery records
to understand each store’s underlying demand patterns. Since orders are
typically placed to fill empty places in the refrigerators, the batch data is
converted into daily demand values. After data cleaning, trend and season-
ality analyses are performed to understand the recurring patterns and long-
term shifts in demand. Challu et al. (2023) suggested a method for making a
forecast when there is more than one layered trend for such problems. Since
the project has both seasonality and weekly trends, the methods suggested
in that study is used to forecast this two-layered trend. These methods



Table 1.1: Stores’ Batch Error for a Region’s Off-Season Monthly Forceast

Model Metric Average

Holt-Winters MSE 39.18
RMSE 6.26

Prophet MSE 12.69
RMSE 3.56

are Holt-Winter’s, and Prophet. Prophet is a machine learning-based time
series forecasting model, designed to handle missing data, outliers, and com-
plex seasonal effects with a flexible and interpretable framework.

The evaluation of Prophet and Holt-Winter’s models is conducted using
historical data from 2022, 2023, and the beginning of 2024 up to October.
This comprehensive dataset allows for training the models on past demand
patterns, trends, and seasonality. October 2024 is reserved as the test pe-
riod, where the models’ forecasts are validated against actual demand data
for the same month. The operational implications of Prophet’s superior
performance are significant in Table 1.1. Therefore, the Prophet model is
used in all future forecasting operations.

Mathematical Model

The aim of the model is to minimize both the fuel costs of the trucks and
the overtime costs while also ensuring that the ice cream refrigerators in the
stores are never empty. Three different constraint types are used in modeling
ASU’s visit frequency optimization. First, TSP rooting and MTZ sub-tour
elimination constraints are used to ensure the routing of trucks for each
day. Second, inventory balance constraints from the deterministic inventory
problem are used for each store to decide on the visits to the stores. Finally,
time window constraints from the time window vehicle rooting problem are
used to ensure that the stores are compatible with the goods acceptance
times. The mathematical model can be seen in Appendix 1.A.

Matheuristic Approach

The purpose of the matheuristic approach is to quickly produce practical
solutions for large store networks, where solving the mathematical model be-
comes computationally expensive in an open-source environment. K-means
clustering is first used to group stores into subregions to be able to ob-
serve how many times a clusteris visited in a week. Then, TSP heuristic
for multiple time window TSP suggested by Hurkala (2015) is used for the
routing part of the problem. These form the basis of the 5-step matheuristic
approach.

Step 1: Mathematical Model for Determining Visit Frequency:
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This step uses a mathematical model to determine daily visit frequencies
for each store based on each store’s demand and inventory, guiding the
next stages of the heuristic. This mathematical model for determining visit
frequency can be seen in Appendix 1.B.

Step 2: Constructing Initial Solution: This step creates an ini-
tial schedule for store visits within specified time windows. The algorithm
processes each store, checking whether the current time fits the available
time window by considering the service duration and the travel time to the
next store. It prioritizes the earliest start time that meets these constraints.
Once a valid time window is found, the visit is scheduled, and the process
moves on to the next store by adjusting the travel time.

Step 3: Variable Neighborhood Descent (VND): The variable
VND algorithm improves the solution by successively applying neighbor-
hood functions such as swapping consecutive stores, swapping two random
stores, and relocating a store. Each new solution is evaluated and accepted
if it offers a lower cost. This process continues until a local optimum is
reached that provides the best local solution around the current one.

Step 4: Reduced Variable Neighborhood Search (RVINS): The
RVNS algorithm improves solutions by exploring different initial solutions.
For each one, a neighboring solution is selected using neighborhood func-
tions, followed by VND application. When a better solution is found, the
process starts over and continues until the maximum iteration, aiming to
obtain an improved result.

Step 5: Feasibility Check: In this step, the feasibility of the obtained
solution is checked. If any day is infeasible, one delivery from that day is
canceled, and the algorithm returns to Step 2 to find another initial solution.
This repeats until a feasible solution is found for each day.

1.4 Validation

The validation process checks if the solution matches real-world conditions
using forecasting, the mathematical model, and the heuristic approach.
Since both rely on forecasted demand, validation compares forecasted and
actual data. Delivery data, which the company provides, is the basis for
daily demand forecasts. The model’s outputs—truck routes and ASU vis-
its—are compared with the company’s current system, where visits and
routes are planned intuitively. The heuristic model, covering all stores, is
validated similarly but more broadly. For validation, the model is rerun
with real data. Distances are taken from Google Maps, and real fuel and
labor costs are used. Known cabinet capacities are included, and unknown
inventory levels are estimated using the code confirmed by the company.
The validation results are logical and satisfactory. A theoretical study also
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improved the model by adjusting input values and checking outputs. Orig-
inally, deliveries happened only when there is no stock, but this gave un-
realistic results. After advice, the threshold is changed to 70%, leading to
more accurate and reliable results.

1.5 Integration and Implementation

The implementation plan ensures a smooth integration of the developed de-
cision support system into Unilever’s existing operations. During the first
two weeks of April, one truck is selected for pilot testing, and a dedicated
weekly schedule is created specifically for this truck. In the third week,
company staff implement the plan, using the system to guide real-life oper-
ations, including optimized visit scheduling and delivery routing.

Following the pilot execution, the final week of April is allocated for
evaluating the results. This evaluation focuses on the system’s usability, its
impact on reducing transportation costs, and improvements in operational
efficiency. Based on the outcomes, potential adjustments are identified be-
fore scaling the tool across additional trucks or regions. The system’s user-
friendly Python-based interface ensures that Unilever personnel can easily
adopt it without requiring extensive technical training, supporting its seam-
less integration into daily operations.

1.5.1 Decision Support System

The system is designed as a Python GUI-based decision support tool that in-
tegrates forecasting, inventory and route optimization planning for Unilever’s
distribution network. The first step is user authentication, where users enter
their username and password and then press the “Login” button to proceed.

-
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Figure 1.3: Trucks Selection Screen
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After logging in, users reach the Truck Selection Page in Figure 1.3,
where they choose one or multiple trucks for route analysis and optimization.
The interface lists available trucks and includes a search bar for filtering.
Users can also import an Excel file for past delivery data and define fuel
and overtime costs. The “Select All” option simplifies selection, and clicking
“Next” moves them forward.
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Figure 1.4: Clustering and Store Information Screen

On the Clustering Page in Figure 1.4, users select one of the previously
chosen trucks. A map on the right displays the stores assigned to that
truck, with regions divided into color-coded clusters. A list on the left
provides store details such as store no, capacity, coordinates, cluster, and
time windows. Users can manually add, remove, or edit stores to refine
the assignments. Following this, the Forecast Page displays initial inven-
tory levels, forecasted demand based on historical data, and expected stock
depletion insights to optimize delivery schedules.

Finally, the Solution Page in Figure 1.5 lets users select a truck and day
to view the optimized route on the map. It displays key logistics metrics
such as weekly fuel and overtime costs, canceled orders, a daily breakdown
of store visit sequences, and fuel consumption per trip. The Hub is also
marked as the central distribution point.

1.6 Benefits to the Company

The new decision support system tackles Unilever’s cost challenges from
intuition-based store selection and delivery planning by integrating demand
forecasting, inventory modeling, and route optimization. Benchmarking
studies across all regions demonstrates significant improvements as shown
in 1.2. In September 2025, the total traveled distance in the current system
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Figure 1.5: Solution Screen

is 41,756 km, whereas it is reduced to 35,225 km with the new proposed
solution, reflecting a 15.6% cost reduction. In July 2025, the total traveled
distance in the current system is 47,979 km, while it decreases to 41,267 km
with the new proposed solution, corresponding to a 13.9% cost reduction.
These reductions correspond to estimated monthly fuel savings of approx-
imately 2,285 liters (about $2,742) in September and 2,353 liters (about
$2,824) in July. By optimizing the routes, the system achieves a monthly
reduction of approximately 3,371 kg of COs emissions. Furthermore, as
each route is previously traveled first by the truck and then by the ASU,
the system’s impact is effectively doubled .

Metric July 2024 September 2024
Current System Distance 47,979 km 41,756 km
New System Distance 41,267 km 35,225 km
Distance Reduction 6,712 km 6,531 km
Cost Reduction 13.9% 15.6%

Fuel Saved (35L/100km) 2,353 liters 2,285 liters
Monetary Savings ($1.2/L) $2,824 $2,742
Monthly CO2 Emission Reduction Approximately 3,371 kg

Table 1.2: Comparison Between Current and New Decision Support Systems

1.6.1 Conclusion

In conclusion, the developed decision support system provides a compre-
hensive solution to Unilever’s current sales-delivery process inefficiencies.
Replacing the traditional intuition-based approach with a system that com-
bines demand forecasting, inventory management, and route optimization
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has led to significant cost reductions and enhanced operational efficiency.
The benchmarking results clearly demonstrate that unnecessary store visits
have been eliminated and delivery routes optimized without compromis-
ing the required inventory occupancy rate. The system’s adaptability and
ease of use enable it to be implemented across 23 regions, ensuring that
these benefits are not confined to a single pilot project but can be realized
throughout the entire distribution network. Beyond immediate financial
gains, the environmental benefits of reduced fuel usage and lower emis-
sions align with Unilever’s broader sustainability objectives. Overall, this
project not only streamlines operational processes but also provides a ro-
bust, scalable framework for long-term growth and innovation, ultimately
contributing to a more efficient, sustainable, and cost-effective distribution
system for Unilever.
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Appendices
1.A Mathematical Model

Indexes Definition

14 Representation of each stores as a node, with warehouse node 0.

E Edges (4, j) formed by the arcs from each node ¢ to other nodes j

T Days of the week minus Sunday

R Sub-regions

Parameters Definition

dij The distance as the crow flies between two locations (i, j) consisting of the store and the warechouse

th Sales forecast data of it store for each ¢ day of the week.

W, Ice cream refrigerator capacity of ith store.

A Binary parameter indicating the assignment of stores to regions. Takes the value 1, if the it" store
belongs to the rth region; 0 otherwise.

C Ice cream box carrying capacity of the truck.

v, w Maximum allowed visit to a store and visit to a region in a week.

g Distance and time spent ratio.

a2 Delivered box amount and time spent in the store ratio.

laip, bip] Time interval of i*" store can accept delivery at period p € {1,2}.
Legal weekly working hour limit.

c1 Fuel cost per kilometer of the truck.

co Hourly rate paid for overtime.

Variables Definition

yz Binary variable indicating that the ice cream truck visited the it" store on day t and made a
delivery. If the truck visited the ith store on day t, 1; O otherwise.

172] Binary variable indicating whether the ice cream truck uses the road from the it" store to the j“L
store on day t. If the truck uses the road (i, j) on day t, 1; 0 otherwise.

ui The Miller-Tucker-Zemlin enumeration integer variable indicates the rank of the it store on day
t. It prevents the formation of a sub-tour.

If Continuous variable indicating that the amount of ice cream in the fridge of the it store at the
beginning of day t.

D,f Integer variable indicating that the amount ice cream was delivered to the ith store’s fridge at
the end of day t.

Tit Continuous variable indicating that delivery start time of ith store at day t

Teﬁ Continuous variable indicating that delivery end time of ith store at day t

ot Continuous variable indicating that the amount of total overtime the truck had on day t.

RV? Binary variable indicating that rth regions is visited at day t.

min

s.t.

2 > 2 mydgat ) Ole (1)
i€V jeV\{i} teT teT

. w2 VieV,VteT (1.2)
JEVA{i}

doooah=1 VteT (1.3)
jEV\{0}

Y. wh=1 VieT (1.4)
ieV\{0}
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doali <1 VieV,VteT (1.5)

JeEV
doali <1 VjeV,\vteT (1.6)
eV

Sooal=>al VieV,\VteT (1.7)
ieV\{i} JEV
uf —uf 4+ |V]zl; < |V -1 V(i,j) EE,VteT (1.8)
It — Ff + Dt = i+ Vie V,\vteT (1.9)
It <w; VieV,VteT (1.10)
D! < Wiyt VieV,vteT (1.11)
Syl <o VieV (1.12)
teT
> pi<c vteT (1.13)
i€V

> YAy < |V|x RV} Vre RVLET (1.14)
i€V \{0}
> RV <w VreR (1.15)
teT
T} > dojonzf; VieV,vteT (1.16)
T} > T} + Diag + dgjar — (1 — x;)bjy Vi, j €EVii# j,VteT (1.17)
Teb =T} + Dias Vi, j € Vi j,VteT (1.18)
O!' + H > Tel ViVt € T (1.19)
a1zl 4 aipzly < T} VieV,\VteT (1.20)
bﬂzfl + biQZEQ > Teﬁ VieV,VteT (1.21)
2 +z2l <1 VieVVteT (1.22)
ali,yi, RV, 25 € {0,1} (1.23)
ul, Dt e 2T ub =1 (1.24)
TF, Tet, 1t, 0" > 0 (1.25)

Objective Function (1.1) minimizes the fuel cost and overtime cost in
a week.

Routing Constraints (1.2) - (1.8): These constraints create a route
between the visited stores and eliminates sub-tours.

Inventory Balance and Delivery Constraints (1.9) - (1.11):
These constraints ensure daily inventory balance, limit storage to
fridge capacity, and require truck entry when a delivery is made.

Trivial Constraints (1.12) - (1.15): These constraints limit store
visits per week, ensure daily truck deliveries stay within capacity, and
control regional visit frequency.

Time Window Constraints (1.16) - (1.22): These constraints en-
sure proper sequencing of deliveries with travel and service times,
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define overtime based on the latest delivery, and enforce store-specific

delivery time windows.

e Domain Constraints (1.23) - (1.25): These constraints define the

domain constraints.

1.B Mathematical Model for Matheuristic

min p
min 3° Yol
ievViteT
st. Mj; <RV} Vie RVjERNVtET
Mj; < RV} Vie R,VjE€RVteT
M{; > RV + RV} —1 Vie RVjERVteT
330 S M xCDiy <
i€ERJERLET
If — F} + Dt = II*! VieV,vteT
It <w; ViceV,VteT
D} < Wiy} VieV,VteT
ny <w VieV
teT
M pi<c vteT
eV
> yiAi <|V|x RV Vre RVLET
1€V \{0}
> RV <w VreR
teT
yi, RV, € {0,1}
D}, ezt
Il >0

(1.38)

(1.39)
(1.40)
(1.41)

e Objective (1.26) minimizes the total distance between the centers of

the clusters that are visited over a week.

e Objective (1.27) minimizes the total number of visits over a week.

e Cluster Center Constraints (1.28) - (1.31): These constraints en-
sure visits to stores across different clusters and limit the total weekly

distance between visited cluster centers.

e Inventory Balance and Delivery Constraints (1.32) - (1.34):
These constraints ensure daily inventory balance, limit storage to

fridge capacity, and require truck entry when a delivery is made.
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e Trivial Constraints (1.35) - (1.38): These constraints limit store
visits per week, ensure daily truck deliveries stay within capacity, and
control regional visit frequency.

e Domain Constraints (1.39) - (1.41): These constraints define the
domain constraints.
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Bireysel Emeklilik Sistemi
Katilimcilar: I¢in Ozellestirilebilir 2
Portfoy Oneri Sistemi

Emeklilik Gozetim Merkezi

Proje Ekibi )
Yagizalp Dagdemir, Ahmet Gegsoyler, Bilgehan Ozkan
Ahmet Sayan, Tan Tezel, Doga Isil Tombuloglu, Damla Ugar

Sirket Danigmani Akademik Danigman
Hicran Aktag Cosar Prof. Dr. Mustafa Celebi Pinar
Genel Midiir Yardimcist Endiistri Miithendisligi Boliimii
Ozet

Bireysel Emeklilik Sistemi (BES) katihimecilarimin portfdy yonetimi konu-
sundaki bilgi eksikligi, fon se¢imi ve zamanlama hatalarina yol acarak
diigik getiri ve erken sistemden cikiglara neden olmaktadir. Bu temel so-
run, projemizin yatirimcinin risk igtahi ve yatirim stiresi gibi ozelliklerine
uygun, daha yiiksek getiri potansiyeline sahip alternatif portfoyler Oner-
meyi amaclayan bir karar destek sistemi gelistirmesine zemin olusturmustur.
Bu dogrultuda ge¢mis veriler kullanilarak matematiksel model icin girdiler
olugturulmus ve risk seviyeleri belirlenmistir. Ayrica arka planda modelin
caligtigr bir kullanici araytizii geligtirilmig olup farkh risk seviyelerinde ge-
riye dontiik tutarlilik testleri ile birlikte beklenen getiriler i¢in denemeler
yapilmigtir. Cesitli risk seviyelerinde yapilan denemelerde giiven araligina
bagl olarak altin, USD ve enflasyonun itizerinde getiriler elde edilmis ve
BIST-100 endeksini %70 ihtimalle agabilen portfoyler elde edilmistir. Bu
geligtirme ile, finansal okuryazarlik eksikligi nedeniyle dogru tercih yapa-
mayan katilimcilarin yasadigi memnuniyetsizlikten kaynaklanan erken sis-
temden ayrilmalarin azaltilmas: hedeflenmektedir.

Anahtar Sozciikler: Emeklilik Sistemi, Emeklilik Fonlari, Yatirimer Riski,
BEFAS, Portféy Eniyilemesi
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Customizable Portfolio Recommendation
System for Private Pension System
Participants

Abstract

The lack of portfolio management knowledge among participants of the In-
dividual Pension System (BES) often leads to poor fund selection and mist-
imed investment decisions, resulting in low returns and premature exits from
the system. This core issue provided the foundation for our project, which
aims to develop a decision support system that recommends alternative
portfolios with higher return potential, tailored to investor-specific char-
acteristics such as risk appetite and investment horizon. To support this,
historical data was used to generate inputs for a mathematical model, and
corresponding risk levels were defined. A user interface was also developed
to operate the model in the background, enabling both back-testing and ex-
pected return simulations across different risk levels. In trials conducted at
various risk levels, portfolios achieved returns exceeding benchmarks such
as gold, USD, and inflation within defined confidence intervals. Addition-
ally, some portfolios demonstrated a 70% probability of outperforming the
BIST-100 index. This development ultimately aims to reduce early with-
drawals caused by participant dissatisfaction, which stems from an inability
to make sound investment decisions due to limited financial literacy.

Keywords: Pension System, Pension Funds, Investor Risk, BEFAS, Port-
folio Optimization

2.1 System Analysis and the Company

Turkish private pension system known as BES (Bireysel Emeklilik Sistemi)
was started in 2003. In addition, taking effect in 2013, the government
announced its state contribution program to BES participants. The Turk-
ish private pension system that was introduced is a voluntary DC pension
scheme. By directing the money people deposit in the system through-
out their working years into long-term investments, the program enables
them to produce an income that helps them maintain their living standards
in retirement. Private pension participants enter the system through two
channels; voluntary enrollment (BES) and automatic enrollment (OKS).
These participants who are in both the BES and OKS make deposits to
the system, which is in turn invested into a variety of pension funds. All
of these pension funds can be traded regardless of the participants’ pen-
sion company and the funds’ pension company trough the BEFAS system
which was founded in 2021. The Individual Pension Fund Trading Plat-
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form (BEFAS) is a central electronic platform that is operated for buying
and selling pension investment fund shares. The system allows all private
pension participants to trade in all 382 pension funds offered by 15 pension
companies. EGM (Emeklilik Gozetim Merkezi), the entity was created in
2003 alongside the BES under the Individual Pension Savings and Invest-
ment System Law No. 4632 with instructions of the Ministry of Treasury
and Finance.The goals of EGM, mandated by law, is ensuring the effective-
ness of the Turkish private pension system and protecting the rights and
benefits of its participants. The company regulates pension corporations,
intermediaries, and fund managers, maintaining an audit infrastructure that
supports the Capital Markets Board and other authorities. It provides pol-
icy recommendations to enhance the pension system’s performance (EGM,
2024).

2.2 Problem Definition

At present, private pension sector suffers from early withdrawals, which
harms the sector. Early exits mainly emerge because of low real gains from
investments. Due to the lack of knowledge about the BES system and the
financial illiteracy, the risk-return relation cannot be accurately matched.
The lack of knowledge manifests primarily in two key areas: timing uncer-
tainty and knowledge gap. Investors struggle to determine when to adjust
their portfolios, leading to missed opportunities to optimize returns with
respect to timing uncertainty. Moreover, due to limited knowledge, in-
vestors often struggle with fund selection and allocation decisions, leading
to inefficient portfolio distributions. This knowledge gap leads to the under-
utilization of the BEFAS system, diminishing individual outcomes and also
undermines the overall performance of the private pension system. This
underutilization and inefficiency in users’ portfolio management directly
impacts EGM by straining the growth and sustainability of their system.
When users encounter low fund returns and underwhelming investment per-
formance, they tend to exit the system early, shortening retention periods
and create a cycle of investor dissatisfaction.

2.3 Proposed System

Our primary aim is to maximize the expected return for each of the in-
vestor risk profiles through tailored portfolio allocation suggestions. We
used a variant of the foundational mathematical model for portfolio selec-
tion, the Markowitz Mean-Variance Optimization. By using this method,
we obtained the ideal portfolio suggestions maximizing expected return in
a given risk level. Our Markowitz Variant model utilizes MAD (Mean Ab-
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solute Deviation) for risk measures to avoid the long calculation time of
the covariance. Since this model needs to work repetitively long calcula-
tion times are inefficient for the company. However, we assumed funds are
independent by using MAD instead of covariance and lost this correlation
information in the first part. Therefore, our model has a second step where
we calculate the covariance of each portfolio we found from our mathemat-
ical model. This approach boosts the efficiency by avoiding costly one-step
covariance calculations for all funds, ensuring faster execution without los-
ing risk analysis insights. First, we identify the top 100 portfolio suggestions
across various risk levels. Then, we calculate the covariance of these port-
folios to preserve correlation information while ensuring a short operation
time. The mathematical model works by utilizing historical data and calcu-
lating the expected returns, standard deviations and the covariance matrix
of the fund returns. By using these elements we were able to construct
the efficient frontier and represent the set of portfolios that are ideal for
the users preferred risk and return. The historical data, standard devia-
tions and the covariance matrix are entered as input to the model. This
model allows us to create a system which is able to deliver personalized fund
recommendations to BEFAS participants, ultimately meeting with EGMs
goal of keeping more users in BEFAS and also helping users achieve their
financial targets.

2.4 Derivation of Parameters

With the help of the data, which is provided by EGM, parameters such as
fund return rates, estimated mean returns for funds, covariance matrix and
fund indicators are derived with numerical operations.

2.5 Determination of the Model Attributes

The model consists of three decision variables where the first decision vari-
able represents the weight of the fund in the portfolio and the second deci-
sion variable is a binary variable that represents whether a fund is selected
for inclusion in the portfolio. This binary variable is set to 1 when the
weight of the fund is greater than zero, and 0 otherwise. The second de-
cision variable is utilized to impose a constraint on the selection of funds
from a specific category, and it is used to limit the concentration of funds.
Third decision variable keeps the information of deviation of the return of
the funds in time t. Initially, constraints can be listed as allocation of the
funds cannot exceed risk tolerance, summation of the weight of the funds
is equal to one. By default, the number of funds in the portfolio is set to
be between 5 and 10. However, these parameters are adjustable through
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the user interface. The maximum number of funds that can be allocated
from the same category can also be modified, with the default value set to
3. Also, if a fund is selected, the weight of the fund is greater than or equal
to zero. As an objective function, we maximize the estimated return by
deriving an allocation of the funds. Expected mean returns of the funds
multiplied by the weights of the funds in the portfolio. After obtaining a
valid and optimal solution, parameters can be adjusted to generate several
alternative portfolio suggestions along the efficient frontier.

2.6 Mathematical Model

Our model is based on the Markowitz framework to identify optimal port-
folios that maximize returns for a given level of risk tolerance. Since the
Markowitz model involves quadratic constraints, it is formulated as a nonlin-
ear optimization problem, which can be time-consuming when dealing with
a large number of variables. Therefore, we have adapted a linear formulation
using the Mean Absolute Deviation. This linear model improved computa-
tional efficiency and successfully reached a solution. However, MAD does
not retain information about the correlative changes of the funds as covari-
ance does. Therefore, we used our model to identify the top 100 portfolios,
which are likely the best within their respective risk levels. Then, as Step 2,
we calculated the covariance of these portfolios separately to create an effi-
cient frontier. As a result, we achieved portfolio suggestions without losing
essential information.

Parameters

. 1 if fund i is in category j,
Yij 0 otherwise.

e r; - The return rate of asset ¢ at time ¢.
e 1; - Expected return of asset 1.
e Ry - Risk tolerance of the investor risk category k.

o Ub - The maximum number of funds that can be included in the
portfolio.

e [b- The minimum number of funds that can be included in the port-
folio.

e ¢ - A sufficiently small constant for Big-M Method
® W, - The maximum weight that any fund can have in the portfolio.
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Winin - The minimum weight that any fund can have in the portfolio
if it’s selected.

e (' - The maximum number of funds that can be selected from each
fund category.

I - Existing number of funds in BEFAS.

J - Existing number of fund categories in BEFAS.

Decision Variables

e w,; - Proportion of the total portfolio invested in asset 7.

1 if fund i is in the portfolio,
® I, € .
0 otherwise.

e 2; - Auxiliary variable representing the absolute deviation in time t.

Objective Function

I
Maximize E L W;

i=1

Constraints

I I
2t Z szrzt_zwz:uz vt € {1a277T} (1)
i=1 i=1
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I
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=1
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w; < x4, VZG{LZ,]} (8)
w; > e— (1 —xy), Vie{l,2,...,1} (9)
x; € {0,1}, vie{1,2,...,1} (10)

2.7 Validation

To assess the performance and reliability of our recommendation model, we
conducted a 12-month back-testing simulation using historical daily fund
return data from EGM, covering 970 working days between 2021 and 2024.
We applied a rolling-window approach, where each month the model was
trained using the most recent 520 days of data, which was updated monthly
by adding the latest 20 days and removing the oldest 20. This dynamic
approach ensured the model remained responsive to evolving market con-
ditions. Furthermore, we simulated an investment strategy starting with
an initial investment of 100 TL, with an additional 100 TL invested at the
beginning of each subsequent month. Data starting from 2021 to 2022 was
used for training purposes, and testing began from January 2023. At the
end of each month, an actual-to-expected return comparison was made. The
results showed a strong correlation, indicating that the model accurately
captured market trends over time. For high-risk investors, we assumed
monthly reallocations to the riskiest portfolio recommended by the model.

2.8 Deliverables

The Private Pension Fund Portfolio Optimizer is a decision support tool de-
veloped with Gradio, designed exclusively for EGM personnel to streamline
portfolio construction. The user interface allows adjustment of optimiza-
tion parameters, including minimum/maximum weight per fund, diversity
constraints, and bounds on the number of funds. Users can input mar-
ket conditions such as inflation rate, daily risk-free return, and data periods
(1/2/3 years), with an option to exclude interest-bearing funds. The system
accepts twoExcel inputs—historical fund values and a structured fund cate-
gory file—where unwanted categories can be deselected via listboxes before
optimization. Key outputs include selectable portfolios displayed in a drop-
down, visualized through efficient frontier graphs, allocation pie charts, and
benchmark comparisons (Sharpe Ratio, BIST-100, gold, etc.). Results are
exportable as Excel files with full fund names. While currently restricted
to internal use, the design includes recommendations for future integration
into EGM’s public-facing website. Accompanying technical documentation
and user manuals provide implementation details and step-by-step guidance,
ensuring reproducibility and ease of adoption.

23



Inputs

£ Optimization Parameters v

fon_degerlerixlsx 21MBE fon_ozellikleri.xisx

Figure 2.1: Inputting Optimization Parameters from EGM Ul

2.9 Implementation and Pilot Study

Our decision support system was delivered to EGM for future integration
into the BEFAS platform. As full integration requires additional time and
coordination, immediate deployment into the live system was not feasible.
However, to provide EGM with a clear understanding of the system’s ca-
pabilities and performance, we conducted a pilot study using an extended
dataset covering the period from January 2021 to March 2025.

This pilot allowed us to simulate real-world application of the model
and evaluate its performance on fresh data beyond the initial development
scope. The outputs generated were reviewed by EGM. This pilot study
demonstrated that the system is ready for further validation and eventual
integration once the necessary infrastructure and operational planning is in
place.

1l Private Pension Fund Portfolio Optimizer
Efficient Frontie # Select Portfolio
#/ Convex Efficient Frontier
Portfolio 1| Return: 000171, Risk: 0.00000 - AVO: 0.29, FIF: 0.10, FIG: 0.0,
0.004
0.0035 . Portfolio 1 Allocation

0.003 23
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Figure 2.2: Portfolio Reccomendation, Allocations and Efficient Frontier
Output
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Figure 2.3: Efficient frontier with Confidence Intervals and Benchmarks

2.10 Benchmarking

In testing the success of the portfolio optimization model, we compared the
model against some conventional benchmarks for investment at different
risk levels and without falling into extreme cases, such as highly volatile
individual stocks or risk-free money market funds, that would not provide
much insight for comparison. The benchmarks include BIST-100, gold, US-
D/TRY, and inflation. BIST-100 was the riskier asset with a daily return
variance of 0.000342 and a mean return of 0.00135. Gold, a traditionally
safer investment, had the lowest mean return (0.000813) and a variance
of 0.0000793. The USD/TRY exchange rate showed the modelest variance
(0.0000326) with a relatively high mean return of 0.00124, making it a suit-
able low-risk benchmark. We included inflation since it is significant for
pension fund performance. Using an annual TUIK inflation rate of 44.38%
for 2024, we computed the needed daily return to keep track of purchas-
ing power. A graph of the efficient frontier, with 90% confidence intervals
(Cls), facilitated comparisons of our optimal portfolios and limit bench-
marks. The benchmarks’ expected returns were illustrated by dashed lines,
while the portfolios were represented by their CIs. The findings suggested
that, in general, our portfolios had higher expected returns compared to
the benchmarks with a 90% degree of confidence, while only the very low-
risk portfolios had expected returns lower than some of these benchmarks.
A majority of the portfolios overlapped with the BIST-100 CI, indicating a
chance of underperforming it, yet in any case, the expected returns remained
higher for most of the portfolios. A wider CI for the BIST-100 indicates its
higher risk. The absence of overlap with others indicates our model would
be able to construct portfolios with higher expected return than lower-risk
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counter-part investments, validating our portfolio optimization model’s ef-
ficiency across different risk categories.

2.11 Benefits to the Company

The project will provide various contributions to EGM, especially since it
will help private pension participants with low financial literacy in choosing
the right funds. In fund recommendations, the project’s focus on providing
maximum returns to each participant in line with their preferences will have
a positive impact by helping to decrease the number of participants who
leave the system due to low returns. Thus, our system will increase the rate
of participants remaining in BES. The project’s notification of participants
to adjust fund distributions when necessary will also ensure more invest-
ments. Since these increased retention and investment rates contribute to a
more stable and sustainable BES, it also strengthens the reputation of the
system. Another potential advantage to EGM is the possibility of increased
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system efficiency. The proposed system design and decision assistance tools
will lead to a more effective BES and make participant interactions eas-
ier. Participants, even those lacking financial knowledge, will benefit from
personalized fund portfolios aligned with their risk tolerance and financial
goals.

2.12 Conclusion

This project effectively addresses key challenges in the Turkish private pen-
sion system (BES) by developing a portfolio optimization model tailored
to investor risk profiles. The system improves portfolio returns and re-
duces early withdrawals by providing personalized investment recommen-
dations. Validation through back-testing shows that the model outperforms
traditional benchmarks, ensuring better returns across various risk levels.
The integration of this system into the BEFAS platform enhances user ex-
perience, increases participant retention, and promotes more investments,
contributing to the overall stability of BES. Future improvements could in-
clude real-time data integration and further refinement of the user interface
to meet evolving investor needs.
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3 Depo-Stok Yonetimi icin Karar
Destek Sistemi

Istanbul Giibre Sanayi

Proje Ekibi
Alper Zafer Aydos, Alper Dere, Emre Nihat Erol, Sevde Giiney,
Selin Kabaoglu, Elif Karaman, Fahri Pulat

Sirket Danigmani Akademik Danigman
_ Betiil Merve Cetin Prof. Dr. Alper Sen
Uretim Planlama Uzmani Endiistri Miithendisligi Boliimi
Ozet

IGSAS’'m farkli bolgelerde bulunan alt1 deposunda, stoklama ve gelen plan-
lama kararlar:t manuel stireclere dayandigindan, kapasite kullanilabilirligi ko-
nusunda belirsizlikler yasanmaktadir. Bu durum, asir1 veya yetersiz stokla-
maya ve sevkiyat gecikmelerine yol acmaktadir. Projemizin amaci, bir yillik
planlama ufku boyunca haftalik bazda depo kapasitelerini tahmin eden,
stok yerlesimini optimize eden ve depo gortiniirliigii sunan bir karar destek
sistemi gelistirmektir. Elde edilen ¢iktilar, satig, envanter ve operasyonel
planlama siireclerinde karar almay1 kolaylastiracaktir.

Anahtar Sozciikler: Giibre, depo yonetimi, stok operasyonlari, stok plan-
lama sistemi, hiicre, talep tahmini, karar destek sistemi.
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A Decision Support System for
Warehouse-Stock Management

Abstract

Since stock and inbound planning decisions in IGSAS’s six warchouses lo-
cated in different regions rely on manual processes, the company lacks vis-
ibility to capacity availability. This leads to overstocking or understocking
and delays in shipments. The purpose of our project is to develop a decision-
support system that forecasts warehouse capacities on a weekly basis over a
one-year planning horizon, optimizes stock placement, and enhances ware-
house visibility. The insights from the decision support system will be used
by the company in planning sales, stock management and operations.

Keywords: Fertilizer, warehouse management, stock operations, stock
planning system, cell, demand forecasting, decision-support system.

3.1 IGSAS and Problem Identification

3.1.1 Company Description and System Analysis

IGSAS was established in 1971 as a public organization in Kocaeli. The
purpose of this company was to provide affordable fertilizers to improve
agricultural productivity. The company ranked 56th in the "net sales rank-
ing” category of the ISO 500 list in 2023, with over 800 employees. IGSAS
sells through their more than 800 partners, which consist of dealers, indus-
trialists, manufacturers, and distributors. Produced and imported products
are kept in six warehouses with 320.000 tons of capacity (IGSAS, 2024).

For stock planning, the sales department evaluates global markets, sea-
sonal needs, and consumer behavior. After that, product-based sales targets
are determined. Using these targets and past sales data, the production
planning department creates a plan for the procurement of materials. The
procurement department is responsible for executing the purchasing oper-
ations and informing about the arrival dates of the materials. The stock
and logistics department uses all this information and predicts future stock
quantities. They assess the feasibility of whether a product can be stored
in a specified warehouse at a specific time or not.

IGSAS follows a make-to-stock production approach, focusing on around
12 main products that account for approximately 80% of total sales. The
company operates 5 production facilities and 8 warehouses strategically lo-
cated across Tirkiye to distribute products to dealers, though only 6 ware-
houses are within the scope of this project. Some products are also used
internally as raw materials for producing other products. Warehouse in-
bounds consist of production, imports, and transfers from other warehouses,
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while outbounds include customer shipments, raw material consumption,
and inter-warehouse transfers.

3.1.2 Problem Definition and Deliverables

The company mainly relies on manual processes and personal experience
to estimate future stock levels, with warehouse stock management largely
handled through manual calculations in Excel. For example, when deciding
whether to ship a certain quantity of product to a warehouse, employees use
personal judgment and manual Excel work, which is prone to errors and
time-consuming. This causes limited visibility over warehouse capacities,
which is critical, especially for raw material procurements arriving by cargo
ships that require careful planning to avoid delays, overstocking, or stock-
outs. Insufficient capacity can cause costly ship delays; to prevent this, the
company often rents third-party warehouses, further raising expenses. Poor
stock visibility also risks lost sales when customer demand cannot be met.
Without a systematic and technical approach, operational constraints fre-
quently arise, increasing stock inaccuracies and planning costs. Key factors
to consider include seasonality, competitor pricing, product-based monthly
shipping targets, warehouse stock levels at a random week ¢, overstocking
cost, and unsatisfied demand cost.

Their main expectation from the project is to have a decision support
system providing high-accuracy visibility into available capacity in its ware-
houses over a one-year horizon. The system provides a visual representation
of the warehouse status through graphical elements such as pie charts. In
pursuit of this objective, a decision support system has been developed using

Excel VBA.

3.2 Proposed Solution Strategy

The solution method combines conceptual modeling with forecasting tools
to estimate product inventory levels across warehouses. The method is
open to refreshments on production, transfer, and sales data. This provides
accurate projections for inventory planning and improved decision-making
for the current system and future applications as well.

The A/F method is used for forecasting (Cleveland et al., 1990), where
A represents Actual Demand and F represents the company’s sales targets.
By calculating the ratio of actual weekly sales to weekly targets, the A/F
method constructs a probability distribution that captures the variability
between expected and realized demand. This distribution is then used to
adjust weekly point forecasts into more realistic and probabilistic estimates.
The forecasts and the inventory management model are implemented using
a combination of the A /F method and Excel VBA. Once obtained, forecasts
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are integrated into the model, which automatically calculates stock levels,
updates results in real-time, and visualizes outputs, making the tool user-
friendly for the company’s planning team.

3.2.1 Forecast Method

The performance of the targets for each product in each month was cal-
culated by dividing actual sales by the sales targets. Upon examining the
resulting rates, it was observed that data cleaning was necessary. It was de-
cided that removing a few extreme values and zeros from the dataset would
yield a more accurate distribution. The cleaned data fit a single gamma
distribution, with parameters 2.167 for the shape and 0.541 for the scale.
This distribution represents the variability between actual sales and the
company’s sales targets, capturing the uncertainty and patterns observed
in historical performance.

The previous year’s sales were analyzed to convert monthly targets into
weekly ones. The weekly sales distribution of each product across ware-
houses during the relevant months was calculated and applied to the fol-
lowing year’s monthly targets. Using this approach, monthly targets were
distributed into weekly values in a manner expected to better reflect actual
sales patterns. Finally, the distribution obtained from the initial analysis
and the weekly targets were passed to the modeling stage. The final es-
timations were reached by multiplying the rates generated from the A/F
distribution with the weekly targets.

3.2.2 Modeling Method

The model provides an abstraction of the proposed solution approach to
deliver visibility into warehouse and cell stock levels. The decision sup-
port system receives multiple inputs, where production plans, open-import
shipments, and transfers from other warehouses represent inbound flows,
while customer pick-ups, transfers to other warehouses, and raw material
consumption represent outbound flows.

Future customer sales per warehouse are obtained from the forecast re-
sults, while all other inputs are directly fed into the model using the com-
pany’s actual transactional data. The model consists of three main parts:
simulation, flow equations, and cell assignment. In the first step, distinct
weekly sales values for each product and warehouse are generated by apply-
ing the inverse function of the gamma distribution obtained in the forecast-
ing stage to random probabilities. Flow equations are then used to calculate
the resulting stock levels for each product-warehouse pair. Finally, based
on these stock levels, products are assigned to specific cells within each
warehouse to optimize space utilization.
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Simulation and Flow Equations

As discussed earlier, initial stocks, production, open import orders, trans-
fers, and raw material consumption are used as deterministic inputs to the
model. At the start, the decision support system prompts the user to se-
lect a target date. Once the necessary inputs are gathered, they are stored
in 4-dimensional arrays indexed by product, warehouse, week, and year.
The model first calculates the total product quantities between the current
and target weeks, then computes warehouse stock levels by summing initial
stocks and inbounds, and subtracting outbounds.

Since customer sales are uncertain, a simulation approach is used to
capture real-world variability and better prepare for different sales scenarios.
The simulation runs 100 times by generating random sales values using the
gamma inverse function with parameters from the forecasting step. After
simulation and flow calculations, the system presents confidence intervals
and related metrics to the user, offering a clearer view of the expected
variability in stock levels. A flow chart of this process is shown in Figure

”@—LH

-

Figure 3.1: Flowchart of the Simulation Process

Cell Assignment Model

The mean values of the simulation runs for warehouse stock levels are used as
inputs to the cell assignment model. The model assigns product quantities
to cells within each warehouse while satisfying capacity limits and ensuring
that only one product type is stored per cell. Initially, products are already
placed in certain cells, and moving them can be costly. However, the current
allocation may cause excessive cell usage. To balance cost and space, the
model prioritizes keeping the initial assignments when it is cheaper than
reallocating products to other cells with more available capacity. Below are
the parameters and variables used in the cell assignment model.
Table 3.1: Sets and Indices

Index Definition

W Set of warehouses W = {1,2,3,...,6}
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continued from last page

Index Definition
c Set of cells ¢ € ¢, at warehouse w € W
P Set of products P = {1,2,3,...,12}
Table 3.2: Decision Variables
Decision Definition
Variables
Tpow,c Quantity of product p € P at warehouse w € W on cell
C € Cy.
1, if product p is assigned to cell ¢,, in warehouse w
yp,w,c .
0, otherwise.
Table 3.3: Parameters
Parameters Definition #
Fp The current quantity of product p € P at warehouse (1)
weWw.
fp Storage factor for product p € P to calculate the volume (2)
in the cell.
Tw.e Capacity of cell ¢,, i.e., the maximum amount of any (3)
product that cell ¢, can hold.
{0.5, if cell initially used by product p in warehouse w (4)
Up,w,c
b b 1’

otherwise.

The cell distribution model aims to minimize number of used cells in
warehouse for the available products while obeying the capacity and product
storage conditions.

subject to:

fp : xp,w,c S Tw,c : yp,w,c
Zyp,w,c <1 YweW, and ¢ € ¢,,.

min

peEP

Z Z Z Upw,c * Yp,w,c

pEP weW cEcyy

Vp e P,we W, and ¢ € ¢,.

33



Z Tpwe =kpw Vp€ P andweW. (3)

cECy
Ypwe € {0,1} Vp € Pw e W, and ¢ € ¢,. (4)
Tpwe €Nt Vp € Pyw e W, and ¢ € ¢. (5)

e Objective (0) minimizes the number of used cells which is indicated by
the binary variable y by also taking into account the initial assignment
plan.

e Constraint (1) ensures that cell capacity requirement is obeyed if the
cell is assigned to a product.

e Constraint (2) prevents any cell being filled by distinct SKUs.

e Constraint (3) ensures that all of the products at the warehouse are
assigned to cells.

e Constraint (4) and (5) stands for defining binary and integer variables.

3.2.3 Utilized Platforms and Softwares

The primary goal of the project is to develop a decision support system that
provides high-accuracy visibility into warehouse capacities over a one-year
horizon. The system displays warehouse status through graphical elements
such as pie charts, enabling actionable insights. Built using Excel VBA,
the system prompts users to enter key inputs, including the current and
target year-week combinations for inventory forecasts at both warehouse and
storage cell levels. Once inputs are provided, the integrated Solver runs the
necessary simulations, and the results are transferred to designated Excel
sheets for visualization and further analysis. The decision support interface
and the resulting pie chart are shown in Figure 3.2.

3.3 Validation Approach

The backtesting method was used during the validation phase to assess
the alignment between the system’s predictions and the actual operational
results. Weekly forecasts and actual customer sales for a specific warehouse
were compared to evaluate prediction accuracy. The analysis was conducted
by cumulatively summing weekly forecasts and actual sales for particular
products over a five-week period. For Product 1, the gap between the
cumulative forecast and actual sales narrowed to just 0.3%. Given that
this product represents 60% of total product sales, such a low error rate
indicated a high level of predictive accuracy. Based on the evaluations
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presented during the most recent meeting with the company, the estimates
were considered valid and reliable in light of the observed performance.The
results are summarized in Figure 3.3.

3.4 Integration and Implementation

To integrate our solution approach, a pilot study was conducted at the
IGSAS Kocaeli warehouse. This pilot study used current data from 2025 to
evaluate the effectiveness of our decision support system. The simulation
was run for different weeks using Excel VBA, and the results were compared
with the product groups available in the warehouse for each respective week.
The findings revealed that the system demonstrated 90% accuracy in fore-
casting for a period of one month and 70% accuracy over a period of three
months. Notably, the system showed high forecast accuracy for product
groups that constitute a significant portion of the market share, ensuring
that the most critical inventory items are well-managed and replenished in
a timely manner. This pilot study serves as a proof of concept for the po-
tential scalability and reliability of our approach in real-world warehouse
operations. As a result of the plan obtained, procurements are carried out
according to the warehouse conditions for different target weeks, with the
system running continuously. The decision support system is designed for
long-term use, as it can be executed regularly to provide an effective solu-
tion even as the warehouse conditions change. This ensures that the system
remains adaptable to dynamic operational requirements and continues to
optimize inventory management and procurement decisions over time.

3.5 Benchmarks and Benefits

Implementing an integrated decision support system that combines ware-
house capacity management with supply and demand planning brings ma-
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Figure 3.2: Decision Support System (left) and pie chart
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Product Type
Week Number Product 1 Product 3 Product 7
Week 1+2 53% 26% 10%
Week 1+2+3 51% 15% 13%
Week 1+2+3+4 21% 12% 1%
Week 1+2+3+4+45 0,3% 5% 5%

Figure 3.3: Percentage Error for Particular Products and Warehouses.

jor improvements to operational efficiency and financial performance. By
blending historical sales, import, procurement, and production data with
forecast projections, the system makes planning more data-driven, accurate,
and flexible across short- and long-term horizons. It allows decision-makers
to quickly simulate multiple scenarios, improving responsiveness and reduc-
ing the risk of errors from manual estimations.

Historical analyses reveal the substantial financial burden caused by
stock uncertainty and planning inefficiencies. In 2024, reactive decision-
making led to the unplanned rental of warehouse space for approximately
14,887 tons of product, incurring an annual cost of 163,757 USD. Inaccu-
rate stock projections triggered the unplanned transfer of 10,748 tons of
inventory between warehouses, resulting in additional transportation costs
of 38,682 USD. Operational disruptions in vessel planning due to unfore-
seen warehouse capacity constraints created further losses of approximately
40,248 USD, driven by port charges and supplementary freight expenses.
Altogether, stock-related inefficiencies imposed a financial impact exceed-
ing 242,000 USD per year.

Addressing these challenges, the newly developed system introduces
high-accuracy forecasting capabilities, achieving approximately 90% accu-
racy over a one-month horizon and maintaining strong 70% accuracy over
three months. This high prediction accuracy drastically reduces operational
uncertainty, allowing the company to proactively manage inventory levels,
warehouse capacities, and logistics operations with greater precision and
foresight.

Future stock projections at the warehouse and storage-cell levels help
prevent both overstock and stockouts. Automated calculations based on
product volume and density minimize inefficient space use, while accurate
capacity planning reduces the need for emergency warehouse rentals and
costly last-minute transportation, enhancing operational stability. The sys-
tem also strengthens vessel operation planning by providing early visibility
into warehouse stocks, enabling more precise shipment allocations, reducing
port charges, minimizing demurrage risks, and shortening unloading times.
Reliable stock availability lowers sell-out risks, boosts customer satisfaction,
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and secures revenue otherwise lost due to stockouts. Additionally, visibility
into future warehouse capacity allows the company to act on market-driven
purchasing opportunities, such as bulk acquisitions during favorable pricing
periods, directly contributing to margin improvement.

While the system may not completely eliminate all operational losses,
it is projected to significantly mitigate them, contributing to an estimated
annual benefit of 242,687 USD. Even in the face of unexpected operational
challenges, the system enables the company to proactively manage uncer-
tainty, minimize risks, and maintain much greater control over inventory
and logistics operations. By embedding predictive analytics and intelligent
decision-making into core processes, the company positions itself to achieve
stronger operational stability, financial performance, and strategic agility in
a dynamic market environment.

3.6 Conclusions

The aim of the project was to establish warehouse capacity visibility and
integrate demand planning processes to minimize stock-related inefficien-
cies. A robust decision support system was developed, leveraging historical
data and predictive models to generate forward-looking stock projections
and simulate capacity scenarios. Through the decision support system, op-
erational teams can proactively manage inventory levels and optimize ware-
house utilization. Throughout the project, regular alignment meetings were
held, and a pilot implementation was successfully conducted. The pilot re-
sults strongly validated the system’s effectiveness, demonstrating significant
reductions in unplanned warehouse rentals and transportation costs, along
with marked improvements in operational agility.
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4 Depolar Arasi1 Yatay Sevkiyat
Miktarlarinin Azaltilmasi

Nevzat Ecza Deposu
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Ankara bolgesindeki yerel depolar arasinda yasanan envanter yetersizlik-
leri ve yatay sevkiyatlar, Nevzat Ecza Deposu'nun operasyonel verim-
liligini olumsuz etkilemektedir. Projenin amaci, talep tahmin dogrulugunu
artirmak ve triinlerin merkez depodan yerel depolara daha etkin bir
sekilde dagitilmasimi saglayan bir karar destek sistemi gelistirmektir. Bu
amagcla R programlama dili kullanilarak ARIMA, STL ve yeniden 6rnekleme
yontemleriyle tahmin modelleri olusturulmus; giinliik dagitim kararlar: ise
Ornek Ortalamasi Yaklagtirmasi tabanh bir eniyileme modeli ile alinmigtar.
Geligtirilen sistem, pilot uygulama kapsaminda yatay sevkiyat oranlarim
yaklagik %11 oraninda azaltmig; stok dagitim dogrulugunu ve hizmet sevi-
yesini ise onemli olgiide artirmigtir.

Anahtar Sozctikler: Yatay Sevkiyat, Giivenlik Stogu, Talep Tahmini, En-
vanter Yonetimi, Stok Besleme Optimizasyonu, Ornek Ortalama Yaklagimi
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Minimizing Inter-Warehouse Lateral
Shipments

Abstract

At Nevzat Pharmaceutical Wholesale, the lack of a forecasting-based in-
ventory allocation system has resulted in inefficient stock distribution and
high rates of lateral transshipments among local warehouses in the Ankara
region. This project aims to enhance service levels and reduce operational
costs by developing a fast, user-friendly decision support system that fore-
casts demand and optimizes distribution. The system is implemented using
R and Shiny, integrating ARIMA, STL decomposition, and resampling tech-
niques for demand forecasting, and Sample Average Approximation (SAA)
for inventory optimization. Results from a pilot study demonstrate that
the new system reduced lateral transshipments by approximately 11% and
significantly improved allocation efficiency

Keywords: Lateral Transshipments, Safety Stock, Demand Forecasting,
Inventory Management, Stock Replenishment Optimization, Sample Aver-
age Approximation (SAA)

4.1 Company Description

Nevzat Pharmaceutical Wholesale is one of Turkey’s leading pharmaceuti-
cal distributors, with over 60 years of experience in the healthcare supply
chain. The company operates six central and fourteen local warehouses
across major cities, including Ankara, Samsun, Antalya, Adana, Trabzon,
and Erzurum. Each region has a designated central warehouse supported
by local warehouses that serve geographically assigned pharmacies.

The central warehouses also host executive units, whereas local ware-
houses focus solely on storage and direct distribution to pharmacies. The
scope of the project is limited to the Ankara region, where the central ware-
house located in Balgat coordinates five local warehouses: Sincan, Kegioren,
Kapadokya, Cebeci, and Konya.

4.2 System Description

In the Ankara region of Nevzat Pharmaceutical Wholesale, the inventory
network consists of a central warehouse and six local warehouses. Products
are supplied to the central warehouse in accordance with the company’s
orders placed with pharmaceutical manufacturers, after which they are dis-
tributed to the local warehouses. Pharmacies place their orders through
local warehouse call centers, and they are served by the geographically
closest warehouse. If a product is out of stock at a local warehouse, the

39



system first checks the central warehouse and, if unavailable, checks other
local warehouses. If a warehouse cannot meet its own demand, another
local warehouse fulfills the demand through the central warehouse, which is
called the lateral transshipment process.

YES Demand Satisfied

m Is there stock in the
1] Y Il
F"ac';':f“ F?:If’;q warehouse te which the
= phammacy is affiliated?,
5 there stock in the centra

NG warehouse?

Figure 4.1: Lateral Transshipment Process

In such cases, the product is first shipped to the central warehouse, then
re-handled and repackaged before being sent to the pharmacy. This results
in additional labor, higher logistics costs, increased packaging waste, and
elevated risk of product damage. The company aims to maintain 21 days
of inventory in each warehouse and centralize the replenishment process for
newly arrived stock.

4.3 The Engineering Problem

Currently, the company’s ERP system (BOYUT) allocates inventory of the
local warehouses based on the past 60 days of sales data of each product.
The ERP system uses the average of the data as the forecast for the fu-
ture sales amounts of the warehouses. This methodology fails to consider
seasonal effects, product-specific trends, or campaign-driven fluctuations;
hence, it does not reflect the actual and dynamic demand patterns of each
local warehouse. Using this forecast methodology for future sales amounts
results in inefficiency for the allocation of the inventory of the local ware-
houses.

Analysis of sales data between 2021 and 2024 reveals high volatility in
product demand across warehouses and throughout the year. Products like
Ecopirin 100 mg show multiple annual peaks that differ per warehouse.
Consequently, the uniform distribution method leads to inventory imbal-
ances—some warehouses run out of stock while others hold excess. These
mismatches result in frequent lateral transshipments and lost sales. For in-
stance, only 53% of Ke¢ioren’s demand was met locally in this period, while
84% of the central warehouse’s output went to non-local pharmacies. This
underlines the need for a dynamic, data-driven forecasting and allocation
system.
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4.4 Model and Proposed System

To address frequent and inventory mismatches in the Ankara region, the
project consists of two main components; demand forecasting and inventory
allocation optimization.

4.4.1 Demand Forecasting

Three methods were employed to forecast demand for each product and
warehouse:

e STL Decomposition: used for products having seasonal or trending
historical sales data (Cleveland et al., 1990)

e ARIMA: applied to products with relatively regular demand (Saaded-
din, 2025).

e Resampling: used when patterns are irregular or data is sparse
(Dunn, 2022).

Historical sales data from 2021 to 2024 were cleaned and aggregated
weekly. Campaign-driven outliers and discontinued products were excluded
to increase model reliability. A loop in RStudio selects the best forecast-
ing method per product and warehouse and generates three-week demand
forecast output and generates 400 demand samples.

4.4.2 Inventory Allocation Model

Samples generated from the forecast output are fed into Sample Average
Approximation (SAA)-based optimization model, which determines the op-
timal distribution amount among warehouses . The objective below aims
to minimize the expected cost considering different scenarios.

min % Z < Z C1 S +Z CShit +Z O3S+ Z C4Sijt+z CE)Sm't)
teT el icA i€B i€l it] icl

e S;;: Quantity of shipment from local warehouse 7 to locality i in
scenario t

e S;ji: Quantity of lateral shipment from local warehouse 7 to locality j
in scenario t

e Si;: Quantity of lateral shipment from the central warehouse to lo-
cality ¢ in scenario ¢

o S.;: Unmet demand from location 4 in scenario ¢
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The model satisfies operational constraints such as:

e Retaining 20% of incoming inventory as safety stock at the central
warehouse

e Allowing lateral transshipments only when surplus exists
e Fulfilling demand in compliance with good distribution practices (GDP)

The model is executed daily for each SKU using the glpk solver in R.
The detailed version of the model can be seen in the appendix.

4.4.3 Tools and Implementation

The entire system is developed in RStudio using forecasting and optimiza-
tion libraries (Team, 2021). A Shiny dashboard serves as the interface,
allowing users to input arriving products and view recommended allocations
interactively (Chang et al., 2021).

4.4.4 Assumptions and Constraints

e Intercity lateral shipments are excluded due to time delays
e All warehouses are assumed to be fully staffed

e Product deliveries are entered into the system by 7:00 AM, and dis-
tribution starts at 9:00 AM

e Costs are estimated based on distance and loss projections in the
absence of net cost data

4.5 Verification and Validation

To ensure the accuracy and practicality of the proposed decision support
system, verification and validation steps were conducted throughout the
development process.

For verification, the model was tested under various input scenarios to
evaluate its logical behavior. Continuity tests showed that the model adapts
proportionally to changing inventory levels, distributing products effectively
whether supply is scarce or abundant. Consistency tests confirmed that
changes in key parameters, such as demand variance and initial inventory,
produced expected results. For example, when the standard deviation in
the Sincan warehouse was increased, the model allocated more stock to
mitigate uncertainty. Similarly, high initial inventory values led to reduced
allocations, preventing overstocking. Cost parameters were also calibrated
to reflect operational realities and maximize service levels.
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For validation, the model was tested using real sales and inventory data
from February 14-27, 2025. Forecasts were generated using ARIMA, STL
decomposition, or resampling depending on product demand patterns. The
best-fitting model was automatically selected based on historical accuracy,
and 400 demand scenarios were simulated to support optimization.

Operationally, the system was installed on a company computer, where
daily inventory data was uploaded. The system generated optimal alloca-
tion decisions through an interactive Shiny dashboard. Face validation was
conducted with the industrial advisor production planning, who confirmed
that the assumptions and logic aligned with the real system.

Performance of the model was also benchmarked against the company’s
current policy. For product 11854, the new system eliminated lateral trans-
shipments entirely (0% vs. 4%), while for product 1001, the rate was re-
duced from 11% to 6%. These results indicate a significant improvement in
allocation efficiency and support the feasibility of full-scale implementation.

4.6 Deliverables and Benefits

As final output of the project, a user-friendly decision support system (DSS)
has been developed to assist Nevzat Pharmaceutical Wholesale in daily
inventory allocation for its warehouses.

Karar Destek Sistemi

NJ NEVZAT

ECZA DEPOSU

Optimizasyon ve Dagitim Detaylari

Galistr & Excel'e Aktar
Depo 1 Depo 2 Depo 3 Depo4 Depo 5 Depo 8

544 143 276 319 192 245
l447.09 1368.52 363.16 515.82 575.15 40514

370 o 367 721 385 0
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Ortalama_Talep_Tahmini 784.12 1080.98 989.02 1141.82 893.26 540.15

Figure 4.2: Decision Support System Output

The system uses four years of historical sales data and applies the most
accurate forecasting method (ARIMA, STL, or resampling) for each product
and with forecasting output, it generates 400 demand scenarios. Based
on these forecasts, the DSS optimizes stock allocation among the central
and local warehouses using a Sample Average Approximation (SAA) model
(Verweij et al., 2003).
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The DSS interface requires the product code and the quantity of incom-
ing stock as input. In return, it provides:

Suggested distribution to the central and 5 local warehouses

Forecast method used and expected demand values

Current inventory levels per warehouse

Key performance metrics such as expected cost, service rate, and lat-
eral transshipment rate

Benchmarking was conducted using company data between February
14-27, 2025. The DSS was tested on 12 products and outperformed the
company’s existing distribution system. For example, Kecioren Warehouse’s
lateral transshipment rate decreased from 38% to 33% by using DSS. Across
all tested products, the DSS reduced lateral transshipments, unmet de-
mand, and unnecessary handling. Moreover, the system decreases employee
workload and supports the company’s ESG goals by minimizing waste and
breakage during distribution.

DSS @ BOYUT
0.4 39%

38%
32% 33% 33%
30%
0.3
0.2
10%
0.1 8.7% 8%
6.5%
0.0
Sincan Kegitren Kapadokya Cebeci Konya

Figure 4.3: Lateral Transshipment Comparison Based on Warehouses
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4.7 Integration and Implementation

The developed decision support system (DSS) is implementing on a stan-
dalone company computer, independent of the existing ERP system. Daily
warehouse inventory levels and newly arrived product quantities is manu-
ally entered by the operations team using Excel files created from supplier
invoices.

The DSS operated daily to generate optimized stock allocations based
on forecasted demand and real-time inventory data. While the DSS does
not update ERP records directly, it supports the allocation decision process
before invoice-based stock entry.

To ensure a smooth transition, weekly coordination meetings were held
with the company, and the system were tested under real operational con-
ditions. The interface is designed to be simple: the user uploads the Excel
file having the newly arriving products’ codes and quantities, then receives
allocation outputs along with current stock levels, forecast method used and
expected demand forecast.

The DSS is ready for operational use and supports the company in re-
ducing lateral transshipments and improving daily distribution efficiency.

4.8 Conclusion and Future Work

This project has led to the development of a fully functional decision sup-
port system for warehouses, specifically tailored to the operational structure
of Nevzat Pharmaceutical Wholesale. By integrating product-level demand
forecasting with cost-based inventory optimization, the system supports
more informed daily allocation decisions and significantly minimizes lateral
transshipments. Throughout the project, close collaboration with the com-
pany has ensured that the model reflects real-world constraints and practical
needs. The decision support tool has been successfully prepared for pilot
use and is designed to integrate seamlessly into existing workflows without
disrupting current ERP operations.

Looking ahead, the collaboration between the project team and the com-
pany is expected to continue. As sales patterns evolve, new warehouses are
added, or operational practices shift, the system will be automatically up-
dated and refined. Forecast frequencies, optimization logic, and interface
features can be adapted over time based on company feedback. This dy-
namic relationship ensures that the tool remains relevant and scalable for
future needs.

The project provides a strong foundation for further automation and
data-driven planning efforts within the company and marks a critical step
toward smarter pharmaceutical logistics.
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Appendix: Mathematical Model
Table 4.1: Sets, Variables, and Parameters Used in the Model

Type Symbol Description
Indices A=1{2,3,5} Set of warehouses located in Ankara
B ={4,8} Set of warehouses located outside of
Ankara

I={1,2,3,4,5,8} Set of all warehouses
T ={1,...,400} Set of scenario indices

Decision Q; Quantity allocated to local warehouse 7
Variables
Siit Quantity of shipment from local ware-
house ¢ to locality ¢ in scenario ¢
Sijt Quantity of lateral shipment from local
warehouse ¢ to locality j in scenario ¢
St Quantity of shipment from the central
warehouse to an in-town locality 7 in
scenario t
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5 Gecikme Yayilimini Enazlayan
Saglamci Ucusg Cizelgelemesi

Pegasus Hava Yollari

. Proje Ekibi
Irem Aslan, Yakup Kaan Baycan, Dilara Demir,
Ahmet Can Gokce, Kaan Giirler, Elifnaz Ozcan, Burak Unal

Sirket Danigmani Akademik Danigsman
Mert Koksal Prof. Dr. M. Selim Aktiirk
Ag Planlama Uzmani Endiistri Miihendisligi Bolimu
Ozet

Pegasus Hava Yollari'nin mevcut ¢izelgeleme siirecinde gecmis gecikme
verilerinin kullanimina yonelik geligtirme alanlari bulunmaktadir; bu du-
rum, bazi gecikmelerin diger uguslara yayilmasina neden olabilmektedir.
Bu sorunu ¢ozmek amaciyla gelistirdigimiz matematiksel model, ge¢mis
sezonlardaki gecikme senaryolarini analiz edip tampon siireleri eniyile-
yerek toplam gecikme siiresini en aza indiren bir cizelgeleme yaklagimi
sunmaktadir. Gelistirdigimiz ¢oziim, Pegasus Hava Yollari’nin operasyonel
kisitlarini, girketin merkezi olan Sabiha Gékcen Havalimani'nin kapasitesini
ve ucuslarin uygulanabilirligini girdi olarak almakta ve gecikme yayilimini
onleyen yeni bir ucus c¢izelgesi iiretmektedir. Kullanici dostu bir araytiz ile
sirketin kullanimina sunulan model, ag planlama uzmanlarinin belirleyebi-
lecegi farkli stratejiler dogrultusunda gecikme yayilimini enazlayan saglamci
bir ¢izelgeyi ¢ikt1 olarak vermektedir.

Anahtar Sozciikler: Saglamci Planlama, Tampon Zaman Yonetimi, Za-
maninda Kalkig Performansi, Gecikme Yayilimi, Matematiksel Model, Ge-
cikme Enazlama
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Robust Flight Scheduling Minimizing Delay
Propagation
Abstract

Pegasus Airlines’ current scheduling process offers opportunities to incor-
porate historical delay data better, as some delays may propagate to sub-
sequent flights. To address this issue, we have developed a mathematical
model that analyzes past seasons’ delay scenarios and optimizes buffer times
to minimize total arrival delay, offering an optimized scheduling approach.
Our solution takes into account Pegasus Airlines’ operational constraints,
the capacity of its hub, Sabiha Goékgen Airport, and the feasibility of flights
as inputs, and generates a new flight schedule that minimizes delay prop-
agation. The model, presented to the company through a user-friendly in-
terface, provides a robust schedule that minimizes delay propagation based
on different strategies that can be defined by network planning specialists.

Keywords: Robust Planning, Buffer Time Management, On-Time De-
parture Performance, Delay Propagation, Mathematical Model, Delay Min-
imization

5.1 Company and System Analysis
5.1.1 Company History

Pegasus Hava Tagimaciligi A.§. was founded as a joint venture between
Aer Lingus Group, Silkar Yatirmm ve Ingaat Organizasyonu A.S., and Net
Holding A.S. in 1990, and started its operations with two commercial
planes. Later on, in 2005, Esas Holding acquired Pegasus, and domestic
operations to six destinations were initiated, making Pegasus Ttrkiye’s 4th
biggest airline. Sabiha Gokgen Airport was selected as the main hub for
the fleet. In 2006, international flights started with Stuttgart, followed by
Nicosia and Vienna. Izmir, Dalaman, Bodrum, Gaziantep, Malatya, and
Kayseri were added to the domestic network. In 2007, Pegasus expanded
its fleet significantly with a $3.2 billion investment, marking one of the
biggest private aviation investments in Tirkiye. Between 2006 and 2010,
while Tirkiye’s domestic flight market grew by 15%, Pegasus achieved a
42% increase in its passenger numbers. Pegasus became the first airline to
integrate Groundlink’s End-to-End Network Solutions System into its fleet
in 2011 (Pegasus Airlines, 2024).

5.1.2 Current System Analysis

Planning is crucial for airline operations, and Pegasus Airlines follows a
structured approach to scheduling. Their planning process consists of three
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main stages: Flight Schedule Generation, Aircraft Scheduling, and Crew
Scheduling. Flight Schedule Generation involves designing the network,
assigning flight frequencies, and setting specific schedules twice a year for
summer and winter seasons. Pegasus operates from its central hub at Sabiha
Gokeen Airport (SAW), which serves 143 destinations. Aircraft Scheduling
covers fleet assignment and aircraft routing, ensuring optimal aircraft usage
while maintaining passenger satisfaction and minimizing delays. However,
due to project constraints, fleet assignment is not applied. Maintenance is
performed on the SAW during the night, so maintenance scheduling is also
not included. Crew scheduling, which ensures proper flight staffing, is also
beyond the scope of our project.

5.2 Problem Definiton

Generally, delay types can be separated into two categories: chronic delays
and abnormal delays (anomalies). Abnormal delays are random, one-off
incidents caused by severe weather, tarmac accidents, or late passengers.
Chronic delays are caused by problematic airports with high congestion
levels, short buffer times, scheduling issues, miscalculated ground times, and
repeating ground services issues; they stem from planning errors and can
be prevented through better scheduling. The main goal of our problem is
improving the On-Time Performance of flights. Our objective is to develop
a robust model that minimizes delay propagation. Delay propagation refers
to the delay times affecting consequent flights like a chain reaction, causing
subsequent flights to be delayed.

A critical aspect regarding delay propagation is setting proper buffer
times between flights. If buffer times are too short, the schedule becomes
more sensitive to delays and operational variability; if buffer times are too
long, the Aircraft Utilization Rate decreases, leading to inefficient use of
resources. Therefore, it is essential to balance the Aircraft Utilization Rate
and schedule robustness by adjusting the buffer times appropriately.

Currently, the Network Planning Department creates its schedules by
working with an external software development company and using simu-
lation software developed by Lufthansa. Nonetheless, this outdated soft-
ware does not fully meet Pegasus’ objectives. With the software, it is only
possible to select different parameters, such as FIFO and LIFO, and the
software transforms these rotations into Gantt Charts. While it is useful
to see aircraft availability, it does not consider robustness or past delay
data while creating schedules. As a result, buffer times are minimized to
maximize utilization, making schedules highly vulnerable to delay propaga-
tion. Once a flight is late, then all of the later flights end up late as well.
Thus, while Lufthansa’s software helps visualize rotations, it lacks decision
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support mechanisms and produces schedules prone to propagated delays.

5.3 Proposed Solution and Methodology
5.3.1 Ciritical Assumptions

This project is based on several critical assumptions guiding the scheduling
process. The number of aircraft assigned to Sabiha Gokgen Airport (SAW),
Pegasus Airlines’ main hub, is fixed for the season. Although the fleet con-
sists of similar narrow-body aircraft, differences in seating capacities are
considered significant to ensure accuracy in future cost analyses. Minimum
Turn Time (MTT) is assigned based on aircraft type and departure/arrival
airports, following Minimum Ground Time values from the Industrial Ad-
visor. The flight schedule initially covers one day and, if feasible, extends
to a week (approximately 3,500 flights).

The study focuses solely on chronic delays, excluding anomalies, while
maintaining the current tariff structure, allowing aircraft to operate both
domestic and international flights within a day. Previously established MTT
values remain unchanged per the academic advisor’s guidance. Slack time
between consecutive flights is the difference between planned and minimum
turn times; if the preceding flight’s arrival delay exceeds slack, the excess
becomes propagated delay. Delay codes define ”"Delay Scenarios,” where
arrival delay per scenario informs slack reallocation. Independent Arrival
Delay is the delay experienced within a scenario, refined through further
analysis. Initially, the average delay per scenario (in minutes) serves as
the Independent Arrival Delay. To minimize total arrival delay, the proba-
bility of each scenario occurring is determined as the ratio of its observed
occurrences to the total observations.

5.3.2 Major Constraints

The major constraints in this project are categorized into Company Regu-
lations and Relevant Engineering Standards. Company regulations require
that all scheduled flights be executed while ensuring aircraft maintain route
consistency by returning to their originating hub. The number of aircraft
assigned to Sabiha Gokcen Airport must remain fixed, and slack realloca-
tion must preserve both passenger and aircraft connection feasibility. Addi-
tionally, block times must remain constant, as even minor adjustments are
not permitted per Industrial Advisor guidance. Engineering standards dic-
tate that aircraft cannot operate without passengers, except for ferry flights
used for positioning or maintenance. Departures and arrivals must adhere
to predetermined airport time slots, ensuring compliance with scheduling
constraints and operational feasibility.
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5.3.3 Objective

Qualitative improvements depend on the problem’s objectives, with the
primary goal being Minimizing Total Expected Arrival Delay. This project
aims to create a robust flight schedule by optimizing buffer time manage-
ment to reduce delay propagation. The objective function achieves this
by adjusting slack times between consecutive flights, ensuring delays are
absorbed locally rather than spreading across the network like a snowball
effect.

5.3.4 Conceptual Model

The proposed solution is designed to be a complementary tool for the cur-
rently used Lufthansa Scheduling Tool: The schedule that is created with
the Lufthansa software is the input to our model, and the decision-maker
chooses the better-performing schedule. The representation of this process
is shown in Figure 5.1.

~ - Preparetion of the Initial
Arrival- Depanture Alrpons ‘Schadule by Plannin
Number of Flights  ———» T L5/ initial Schedule
Designated Time Siats Lol
Lutthansa Software

e :
2 . ) Feeding Our Decision
e P achediis betiin 'New Slack Time Reamanged sl =2
. than Scheduie PO Sy
’ Schedule

/

Use of Inilial Schedule / Ingut 50‘1@7 Decision >

J

Figure 5.1: Conceptual Flow Chart

The updated schedule is created by the model we proposed via the Deci-
sion Support System, which takes planned block times, initial slack (buffer)
time values, available SAW slots, delay scenarios, and independent arrival
delay amounts as inputs, then gives the improved schedule with modified
buffer and block times, therefore with better expected total arrival delay
amount. The representation of inputs and outputs to the Decision Support
System can be seen in Figure 5.2.

5.3.5 Mathematical Model

The mathematical model, detailed in the appendix, includes parameters,
sets, decision variables to adjust buffer (slack) times, an objective function
to minimize the expected total arrival delay, and constraints to express the
limitations of the company and the problem requirements. The mathemat-
ical model used in this project reallocates slack times to improve schedule
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Figure 5.2: Conceptual Model

robustness by minimizing expected total arrival delay. The model shifts
flight departure and arrival times within defined limits, adjusting slack and
block times accordingly. Delay propagation is incorporated through pre-
defined delay scenarios, where each scenario’s probability and independent
arrival delay (IAD) inform the calculation of propagated delay (pd) and
total arrival delay (tad). The objective function minimizes the expected
total arrival delay, while constraints regulate aircraft and passenger slack
adjustments, ensure feasibility, and maintain operational constraints set by
Pegasus. A key parameter, § defines the time granularity of schedule ad-
justments and is set to 5 minutes, reflecting Pegasus Airlines’ policy of
scheduling flights in 5-minute intervals. This enables integer shift variables
to align with real-time planning. A mathematical model adapted from
Barnhart and Cohn (2004) is utilized to adjust flight departure and arrival
times within a limited time interval, aiming to enhance schedule robustness
against delay propagation. The model reallocates slack times and updates
block times to generate a more resilient flight schedule.

5.4 Validation

The validation process assesses the model’s compatibility with Pegasus Air-
lines’ current system and its effectiveness under real operational conditions.
We compared model outputs with actual flight data, focusing on key metrics
like flight timings, delay rates, and schedule efficiency. Initially, small-scale
tests were conducted on daily flight schedules to evaluate the model’s accu-
racy and adaptability in short-term operations. These tests allowed direct
comparisons with the current system to identify any discrepancies.

Flight and delay data from September 2024, provided by Pegasus Air-
lines” Operations Control Center, were analyzed to support this process.
The dataset included aircraft types, schedules, airports, and categorized
delay codes. Key delay patterns across major airports, particularly Istan-
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Figure 5.3: Scheduling Optimization Panel of the User Interface

bul Sabiha Gokgen, were identified, and quantile analysis of total delay
times was performed to capture departure point variability. These findings
guided the creation of realistic delay scenarios for the model.

To further examine robustness, we performed scenario analysis, testing
the model under various delay scenarios to determine how well it manages
Independent Arrival Delay (IAD), Propagated Delay (PD), and Total Ar-
rival Delay (TAD). Feedback from the industrial advisor was incorporated
to align the model with real-world operational requirements.

Experiments were conducted using ten aircraft under two different prob-
ability settings for quantitative validation. In the first case, equal proba-
bilities were assumed for all delay scenarios, and the model reduced total
arrival delays by 11.07% through strategic slack reallocation while keep-
ing ground times fixed. In the second case, historical delay distributions
were applied based on the earlier analysis, enabling the model to reflect
airport-specific patterns better. This led to even greater improvements, as
the model optimized slack allocation more effectively by considering real-
world delay patterns. These validation steps confirm that the model en-
hances schedule reliability, reduces delay propagation, and remains feasible
for practical implementation within airline operations.

5.5 User Interface

An interactive and comprehensive user interface has been developed by Pe-
gasus Airlines to facilitate the adoption of the robust scheduling model.
This interface serves as a bridge between raw operational data and our op-
timization engine, empowering planning department control over schedule
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Figure 5.4: Combined Comparison Panel of the User Interface

adjustments. It begins with a rapid upload and cleansing process, prepar-
ing a month of flight history in seconds. A live dashboard then displays
key metrics—flight number, average delay, and on-time performance—on
color-coded cards to highlight issues. An interactive timeline visualization
enables the user to recap flight operations and turnaround times for specific
aircraft, mark peak periods, and identify inefficiencies. In the optimiza-
tion panel, users can modify parameters such as delay probabilities, time
flexibility, and budget constraints to simulate best-case and worst-case oper-
ational scenarios. The Scheduling Optimization Panel of the User Interface
is shown in Figure 5.3.

This enables planners to test different planning assumptions and gen-
erate schedules that remain effective under varying levels of uncertainty:.
The results are compared with the initial schedule, as well as the perfor-
mance gain, which are shown in the Combined Comparison Panel of the
User Interface, shown in Figure 5.4.

Add-on features consist of a delay forecasting option for rapid what-
if analyses, and a slot observation heatmap for Sabiha Gokcen Airport in
order to ease ground congestion. In general, the interface is utilized for
data-driven, effective scheduling with minimum effort.

5.6 Implementation and Pilot Study

As part of the pilot study, the functionality and accuracy of the new schedul-
ing model were tested. In particular, its real-life performance was observed
and compared with past data. These comparisons are seen as a critical step
in evaluating the accuracy and effectiveness of the scheduling and allow the
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results to be analyzed from a more objective perspective. In the meeting
held with the industrial advisor on February 14, 2025, it was noted that
Pegasus possesses alternative tools to support the implementation process.
The industrial advisor performed this comparison and observed the feasi-
bility of the scheduling. This provided an essential opportunity to assess
the model’s compatibility with Pegasus’ current operations and identify ar-
eas for improvement. As part of forward planning, the senior project team
visited the Istanbul office on February 19, 2025. During this visit, detailed
discussions were held regarding the pilot study’s scope, data characteris-
tics, comparison metrics, and analysis methods. Using operational param-
eter settings initially determined by Pegasus Airlines based on industrial
advisor feedback, the pilot study validated the model’s practical applica-
bility. Additionally, Pegasus Airlines independently adjusted parameters
and tested the system on datasets beyond September 2024, consistently
achieving improved scheduling outcomes through the developed interface
and optimization model. The timeline for future meetings and implemen-
tation strategies was also finalized during this visit.

5.7 Benchmarking and Benefits

The benchmarking process evaluates the proposed model’s performance
against Pegasus Airlines’ current system under different operational sce-
narios. It aims to quantify benefits, identify shortcomings, and provide
an optimized, implementable schedule. Key performance metrics (KPIs)
used for comparison include total delay time, operational costs, on-time
performance (OTP), and total ground time. Benchmarking ensures reli-
ability by considering flight characteristics such as time, seasonality, and
location. Benchmark data were collected from Pegasus Airlines to estab-
lish a reference point. The model’s performance was tested under varying
conditions, including different weather scenarios and seasonal fluctuations.
Improvements in delay reduction, flight regularity, and cost optimization
were quantitatively measured. Finally, benchmarking results were compiled
into a detailed report outlining the model’s benefits and its potential value
for Pegasus Airlines. By optimizing buffer times and addressing chronic
causes of delay, the model aims to reduce propagated delays, reduce costs,
and enhance customer satisfaction. The system also reduced reliance on ex-
ternal scheduling software, cutting costs and increasing accessibility within
the Network Planning Department. Unlike existing tools, which minimize
buffer times and fail to adapt to historical data, our model strategically opti-
mizes slack to enhance schedule flexibility and resilience. The model ensures
a more robust and passenger-friendly scheduling approach by improving op-
erational efficiency and reducing passenger misconnections. Benchmarking
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with September 2024 operational data demonstrated that, using the £15-
minute flexibility bounds defined through industrial advisor feedback, the
schedule produced by our model achieved improvements of up to 9.06% in
departure delay performance compared to the existing system. It should be
noted that this improvement is expected if the delay distributions observed
in September 2024 materialize similarly in future operations. This validated
the model’s ability to enhance operational robustness while aligning with
Pegasus Airlines’ planning practices.

5.8 Conclusions and Recommendations

This project aimed to improve Pegasus Airlines’ flight scheduling by reduc-
ing delay propagation through a scenario-based optimization model. Histor-
ical data and delay possibilities are utilized to develop a robust scheduling
system, enhancing on-time performance while staying compatible with cur-
rent planning operations. The interface of the solution being used is very
user-friendly and allows planners to visualize flight data, change parameters,
and easily generate optimized schedules. The model enhances flexibility by
reallocating slack time and minimizing delay propagation. It was developed
and validated using parameters defined by Pegasus Airlines, achieving up to
a 9.06% improvement in departure delay performance. The system is now
ready for seamless integration into Pegasus Airlines’ scheduling operations.
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Table 5.1: Model Sets & Parameters

Notation Description

F Set of flights

A Set of aircraft connections: A = {(i,7)|i,j € F'}

S Set of scenarios

T Set of SAW slots

D Set of days

saw_flights C F' Subset of flights departing from SAW

iy Ui Lower and upper bounds of z; (shift amount of
departure time) for a flight i € F

Lyi, wy; Lower and upper bounds of y; (shift amount of
arrival time) for a flight i € F

l;, u; Lower and upper bounds of total shift amount of
block time of a flight i € F

Dep_Port; Departure airport of flight ¢ € F

Arr_Port; Arrival airport of flight i € F

STD,; Scheduled time of departure of flight ¢ € F'

day; € D Day of flight i € F'

1AD;, Initial independent arrival delay of flight ¢ € F' in
scenario s € S

aSlack;; Initial ground slack for connection (i,j) € A

cost;; Cost associated with changing ground slack for
(1,7) € A

budget Total budget for schedule adjustments

Ds Probability of scenario s € S

slot_capyq Maximum number of flights that can depart in slot
teT ondayde D

) Time granularity for schedule adjustments, in min-

utes (set to 5 based on operational scheduling prac-
tice)

Decision Variables

x; € 7, Departure shift of flight ¢ € F' in 5-minute increments
Yi € 2, Arrival shift of flight ¢ € F' in 5-minute increments
aSlacki; > 0, Updated ground slack for (i,7) € A
pdijs > 0, Propagated delay from flight i € F

to flight j € F' in scenario s € S
tad;s > 0, Total arrival delay for flight ¢ € F
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in scenario s € S
zig € {0,1}, 1 if flight ¢ € F' is assigned to slot t € T
onday de D

Objective Function

mians Ztadis (5.1)
. ses ieF
Constraints
aSlacky; = aSlack;; — dy; + dxy, V(i,j) € A (5.2)
pdijs > tadss — aSlacky;, V(i,j) € A, Vse€ S (5.3)
tad;s > IADZS + 61’1 — &yl, Vi € F, Vs e S (54)
tadjs > pdijs + IADjs + 6x; — y;, V(i,j) € A, Vse S (5.5)
Z costyj(aSlack;; — aSlack;;) < budget (5.9)
(¢,5)€A
> zwa=1, Vi€ saw_flight Vde D
teT
(5.10)
Z Zita < slot_capy, Yde D, VteT  (5.11)
i€saw_flights
STD; + dz; € [t,t +10], Vi€ saw_flights¥t € TVd € D (5.12)

e Objective (5.1) is to minimize the expected total arrival delay.

e Constraint (5.2) updates the slack between two flights when their
departure and arrival times are changed.

e Constraint (5.3) equates the excess total arrival delay of a flight to
the successor flight as propagated delay.

e Constraint (5.4) equates the excess independent arrival delay of a
flight to the successor flight as total arrival delay.

e Constraint (5.5) equates the sum of propagated delay from the previ-
ous flight and excess independent arrival delay, to total arrival delay.
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Constraints (5.6) & (5.7) are the bounds for the d-minute time shifts.

Constraint (5.8) ensures that the total time shift for departure and
arrival are equal to each other, in order to keep the block time con-
stant.

Constraint (5.9) is the budget constraint for the adjustments.

Constraint (5.10) ensures that every flight departing from SAW air-
port must occupy one slot.

Constraint (5.11) ensures that the slot capacity is not exceeded.

Constraint (5.12) is the matching of slot assignment and departure
time.
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Hizl1 Servis Restoranlarinda 6
Bozulabilir Envanter Yonetimi

Ata Teknoloji Platformlar:

Proje Ekibi
Elif Serra Bastopcu, Emirhan Candan, Fatih Selim Erdem,
Buket Satir, Ayse Selin Tiirker, Utku Yamag, Cagdas Yenilmez

Sirket Danigmanlari Akademik Danigman
Ahmet Tugrul Bayrak, Veri Bilimi Dog. Dr. Emre Nadar
Midiiri Endiistri Mithendisligi Boliimi

Bekir Berker Thirker, Kidemli Veri
Bilimi Uzmam

Ozet

Bu proje, kisa raf omrii, degisken talep ve operasyonel karmasgikligin ne-
den oldugu israf ve stok yetersizliklerini azaltmak amaciyla, hizli servis
restoranlarinda bozulabilir iiriinlerin envanter yonetimini geligtirmeyi he-
deflemektedir. Ele alinan sistem, depo sevkiyatlar: ve mutfak hazirliklarini
kapsayan iki agamali yapisiyla, bozulabilirlik kisitlar1 ve acil siparig imkani
gibi ozellikleriyle standart envanter problemlerinden ayrilmaktadir. Stokas-
tik optimizasyon modelinin hesaplama zorluklari nedeniyle, iki agamali baz
stok politikas ile tek endeksli politikanin birlestigi sezgisel bir ¢oziim one-
rilmigtir. Bu yaklagim, belirsiz talebi modelleyen geligmig tahminleme tek-
nikleriyle desteklenen simiilasyon-optimizasyon yontemiyle uygulanmigtir.
Onerilen ¢oziim, fazla siparisleri ve stok seviyelerini azaltt1. Mutfakta olugan
et israfinin %23,25 oraninda diigmesi sonucunda giinliik et kullanim mali-
yetlerinde %8,39 azalma saglandi.

Anahtar Sozciikler: Envanter yonetimi, bozulabilirlik, ¢cok agsamal sis-
temler, simiilasyon optimizasyonu, acil sevkiyat.
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Perishable Inventory Management in Fast
Food Restaurants

Abstract
This project aims to improve inventory management for perishable items
in fast-food restaurants, where short shelf lives, random demand fluctua-
tions, and operational complexity contribute to waste and stockouts. Un-
like standard inventory problems, this project involves a two-echelon struc-
ture—storage deliveries and kitchen preparations—along with perishability
constraints and the option of emergency orders. Due to the computational
complexity of solving the stochastic optimization model, a heuristic ap-
proach was proposed, combining a two-echelon base-stock policy for inven-
tory control with a single-index policy to manage emergency orders. A
simulation-optimization model was used to optimize the heuristic’s param-
eters, supported by advanced forecasting techniques to model uncertain
demand. The proposed solution reduced unnecessary orders and excess in-
ventory. As a result of a 23.25% reduction in kitchen-generated meat waste,

daily meat usage costs decreased by 8.39%.

Keywords: Inventory management, perishability, multi-echelon systems,
simulation-optimization, emergency order.

6.1 Company Description

Founded in 1997 as a subsidiary of Ata Holding, Ata Teknoloji Platformlar:
(ATP) delivers IT solutions across Turkey, China, and Europe, serving over
700 clients at 3,200+ global locations—mainly in the quick-service restau-
rant sector. In 2021, ATP invested in a Burger King branch at Galataport,
Istanbul, to observe customer behavior and test its technologies in a real-
world setting. With over 30,000 monthly visitors, the pilot site plays a
key role in validating and refining ATP’s digital solutions through direct
operational insights. (ATP, 2024).

6.2 System Analysis and Problem Definition
6.2.1 System Analysis

The system follows a two-echelon structure. The first echelon is the storage
area, receiving raw materials via regular and emergency shipments. Regular
orders follow a fixed schedule with set order and delivery days, while emer-
gency orders are placed as needed, arriving in one day at a 25% higher unit
cost. Shipment costs are proportional ordering costs, with no fixed ordering
fee. All raw materials come from a single supplier. Limited storage capac-
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ity restricts order volume, making accurate forecasting crucial to minimize
emergency shipments.

Based on forecasted demand, raw materials are moved from storage to
the second echelon, the kitchen, where they are prepared and assembled
into final products. The restaurant uses two assembly strategies depending
on the product and demand: stock-based assembly, where preparation and
assembly are done in advance based on forecasts, and order-based assembly,
where raw materials are prepared in advance but assembled after the order
is received.

Perishability is a major constraint. Raw materials in storage are dis-
carded if unused by their expiration dates. Once transferred to the kitchen,
items like meat are cooked and held for a limited, type-specific time. If not
assembled into final products within this period, they are discarded per dis-
posal rules. A First-In, First-Out (FIFO) policy is used in both storage and
the kitchen to reduce spoilage. Meat and bread demonstrate the highest
waste rates, making them key targets for optimization.

Inventory is counted manually at the end of each day, with no real-time
tracking during operations. This limits responsiveness and underscores the
importance of proactive planning. The lack of real-time visibility limits the
early detection of stockouts or overstocking, increasing the risk of waste or
emergency orders.

The current forecasting system estimates future revenue using a method
similar to a similar moving average—e.g., Monday’s forecast is based on the
average revenue of the last four Mondays. These revenue projections are
converted into raw material needs using predefined ratios. Though practi-
cal, this approach overlooks short-term fluctuations and broader time-series
patterns like trends and seasonality, limiting its ability to adapt to dynamic
demand.

6.2.2 Problem Definition

The current system faces major inventory management challenges due to
forecasting inaccuracies, manual processes, and the perishability of key
products. The current forecasting method, based on simple historical aver-
ages, often overestimates demand and misses key time-series patterns like
trends and seasonality, leading to excess inventory and waste. Inventory
decisions are manual, with no standardized reordering policies or real-time
tracking across the two echelons, limiting responsiveness and efficiency.
Perishability adds complexity, especially for meat products, which are fre-
quently discarded if not assembled into final products shortly after cooking.
ABC and waste-based analyses show that meat products contribute most
to both sales (51.86%) and waste (47.41%), making it the project’s focus.
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6.3 Proposed Solution Approach
6.3.1 Critical Assumptions

The model operates daily using a rolling-horizon approach with a two-week
planning horizon. Each day spans 12 hours, divided into 24 consecutive
30-minute time buckets. Frozen items are assumed to have long shelf lives
and do not expire in storage, while freshly prepared meat must be assem-
bled into final products within 60 minutes after cooking or is discarded as
waste. All shipments are assumed to arrive on time with standard quality,
and items in the same shipment and product group share identical expira-
tion dates. A consistent FIFO policy is applied in both the storage and the
kitchen to minimize spoilage. Preparation times are negligible and inde-
pendent of workforce availability, which is beyond the model’s scope. Once
raw materials are transferred from storage to the kitchen, they cannot be
returned.

6.3.2 Major Constraints

The restaurant operates 12 hours a day. Regular replenishment orders for
meat products are scheduled twice weekly, on Tuesdays and Fridays. Tues-
day orders have a two-day lead time, while Friday orders have a four-day
lead time (e.g., a Tuesday order is available on Thursday). Additionally,
emergency orders can be placed any day and arrive with a one-day lead
time. At the end of each day, products that exceed their expiration dates,
or meat not assembled into final products within 60 minutes after cooking,
are discarded as waste.

6.3.3 Objectives

The primary objective is to improve the inventory management system by
enhancing accuracy, responsiveness, and alignment with operational needs.
This includes improving forecast accuracy and minimizing inventory costs,
which comprise lost sales, replenishment, and waste. The approach reduces
costs and boosts customer satisfaction by ensuring sufficient product avail-
ability.

6.3.4 Conceptual Model

To address challenges from demand uncertainty, perishability, and the two-
echelon inventory structure, a sequential decision-making model is devel-
oped. The model uses a policy function to determine order quantities,
trigger emergency replenishments, and guide kitchen decisions based on the
system’s current state, which includes the minimal necessary historical data.

As shown in Figure 6.1, the mathematical model builds on data-driven
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product aggregation, grouping the most demanded meat types into a single
product to reduce variability and improve forecast accuracy. This aggre-
gation approach lowers the mean absolute percentage error (MAPE) by
32.35% compared to individual forecasts.

Data Analysis

Stochastic Optimization Heuristie Solution
System Analysis Model Approach
(too complex to solve) P

Ratios for Each Meat Type

Half Hour Demand
Distribution

ISimulation Optimization

. Aggregated
(base-stock levels and Output

Disaggregation

Given the computational complexity of the stochastic optimization model,
a heuristic solution is used, combining a two-echelon base-stock policy for
regular orders and a single-index policy for emergency replenishments. These
policies are optimized through a simulation-optimization framework. Fi-
nally, a disaggregation method translates aggregated outputs into detailed
product decisions by leveraging historical sales ratios.

6.3.5 Mathematical Model

The mathematical model aims to minimize expected total inventory cost
by distinguishing between regular and emergency replenishments, as shown
in objectives (6.1) and (6.2); see the appendix. Inventory dynamics are
modeled for both storage and kitchen areas. Constraints (6.3)—(6.6) main-
tain interday and intraday balance in storage, while constraints (6.7)—(6.9)
manage kitchen area inventory, incorporating perishability and disposal.
Capacity limits are enforced via constraints (6.10) and (6.11), lost sales are
tracked by constraint (6.12), and constraint (6.13) ensures non-negativity.
The model captures the complexities of a two-echelon perishable inventory
system under demand uncertainty and varying lead times.

The stochastic optimization model is computationally intensive due to
several interacting factors. Inventory pipeline dynamics expand the state
space, and nonlinear waste constraints further complicate decision-making.
The model also operates on different time scales—daily in storage and half-
hourly in the kitchen—creating interdependencies. Additionally, the large
number of time periods increases dimensionality. These factors make exact
optimization impractical, necessitating heuristic or simulation-based meth-

ods.

single index policy, &)

Figure 6.1: Conceptual Model
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6.3.6 Solution Method
Heuristic Solution Approach

To manage the stochastic optimization model’s complexity, we propose
a two-echelon single-index policy with state-independent base-stock levels
(TESIP). Each echelon operates with base-stock levels, (de Kok et al., 2018).
For echelon 1, we define two base-stock levels, because there are two regular
orders each week. One applies on Tuesday (denoted by Sir), based on the
inventory position on Tuesday, and the other on Friday (denoted by Sir),
based on the inventory position on Friday. For echelon 2, there is more
than one base-stock level (denoted by Ss;) to handle varying demand condi-
tions, such as rush hours or weekends. After setting these base stock levels,
single-index policy parameter A governs expedited orders. If the realized
sales in a day exceed A, then max(realized sales — A,0) units of raw ma-
terial are ordered on an expedited basis, (Scheller-Wolf et al., 2007). This
design balances responsiveness to demand fluctuations with a manageable
decision structure.

Simulation-Optimization

The simulation optimization model addresses inventory decisions under un-
certainty by integrating forecast outputs, demand distributions, and policy
evaluation. Daily forecasts are generated using various models, including
classical time series and machine learning techniques. The method with
the lowest MAPE is selected, and its forecasts are used for further analysis.
These daily forecasts are then disaggregated into half-hour intervals us-
ing historical sales patterns and refined through Kernel Density Estimation
(KDE) to capture intraday and interday fluctuations.

To define base-stock levels for both storage (echelon 1) and kitchen (ech-
elon 2), 1000 demand samples are generated per half-hour period. Quartile-
based bounds set the search range for TESIP policy parameters. Five can-
didate values per decision variable form the grid for policy tuning, with the
number of scenarios shown in Figure 6.2. Four TESIP configurations are
tested, each with two base-stock variables for echelon 1 (Tuesday and Friday
orders) and one emergency threshold A. Configurations vary by the number
of base-stock variables for echelon 2, dividing the 12-hour day into 1 to 4
intervals, each with a distinct base-stock level. K-Means clustering groups
half-hour periods based on sales patterns, replacing manual grouping and
enabling data-driven alignment of echelon 2 base-stock levels with demand
trends.

Simulation over a 14-day horizon with 1000 replications shows that in-
creasing decision variables improves performance but increases computation
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time. Figure 6.3 compares cost and computation time across configurations.
Based on this analysis, the 7-variable configuration—consisting of two base-
stock levels for echelon 1, four for echelon 2, and one A parameter—is se-
lected for its balance between accuracy and computational efficiency.
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Figure 6.3: Cost vs. Computational Time for Different Numbers of Base-
Stock Levels

The objective of the simulation-optimization model is to minimize to-
tal cost, including regular order, emergency order, and lost sales. The
model captures key operational constraints: regular orders are placed at
the start of designated order days, while emergency orders are placed at
day-end—except on days regular shipment scheduled. In the kitchen, in-
ventory is replenished each period and discarded if unsold within one hour,
with all remaining inventory disposed of at the end of each day.
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The model outputs aggregated decisions: for echelon 1, meat order quan-
tities via regular and emergency channels; for echelon 2, meat preparation
amounts per half-hour. Overall, the model incorporates perishability, capac-
ity constraints, and lost sales, serving as a flexible, robust decision-support
tool for dynamic inventory planning.

Disaggregation

The disaggregation process involves breaking down aggregated sales data
into product-level quantities for two decisions. Using the sales data from
the past three months, product sales proportions are calculated. For kitchen
decisions, product sales proportions for each half-hour interval are applied
to the aggregated simulation outputs to determine time-specific product
quantities. For storage decisions, only overall product proportions from the
last three months are used to allocate regular and emergency orders.

6.4 Validation

The simulation-optimization model and forecasting methods were tested
on company servers for reliability and applicability. Simulations used the
expected average inventory as the initial condition. The simulation opti-
mization procedure took three hours, while forecasts were obtained in 30
minutes. The simulation computed product quantities over a 14-day period,
which were then disaggregated into specific product types. This resulted in
obtaining regular order quantities, expected emergency orders, and product
volumes for the entire period.

Validation of the storage area used data from June 17-30, 2024, during
which the selected forecasting model achieved an MAPE of 8.5%. Results
showed that the decision support system maintained the expected sawtooth
inventory pattern, balancing consumption with scheduled replenishments
(Tuesdays and Fridays). Optimized base-stock levels prevented stockouts
while keeping inventory levels low.

The kitchen area was validated separately using sales data from February
10-23, 2025. The selected forecasting model for this period had a MAPE of
22%. The simulation validated the system’s ability to manage short shelf-
life items, effectively enforcing perishability constraints and disposal rules.

6.5 Benchmarking and Benefits

To evaluate the effectiveness of the proposed solution approach, a bench-
marking analysis was conducted on forecasting accuracy, inventory perfor-
mance, waste reduction, and managerial workload.

For forecasting, the simple moving average model currently in use re-
sulted in a MAPE of 32%, whereas the selected forecasting model achieved a
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lower MAPE of 22% during the 14-day benchmark period (February 10-23,
2024). The same period was used for validation of the kitchen area.

For the storage area representing echelon 1, the proposed decision sup-
port system enabled a reduction of up to 70.33% in excess inventory without
causing stockouts during the tested period. The extent of this reduction de-
pends on the buffer allocated to each item—higher buffer levels reduce the
risk of lost sales but also limit the potential for inventory minimization. This
outcome was primarily driven by the correction of systemic over-ordering,
which resulted from extended ordering cycles and high forecast errors due to
disaggregated product-level demand estimations. In addition, the optimiza-
tion of safety stock levels based on actual replenishment lead times, the re-
duction of kitchen waste, and the implementation of a structured inventory
policy contributed significantly. Managers’ tendency to avoid emergency
orders—due to performance evaluation concerns—further emphasized the
value of a proactive replenishment strategy.

For the kitchen area representing echelon 2, the proposed decision sup-
port system reduced waste costs by 32.71% compared to the current system
during the 14-day benchmark period. Because managerial initiatives are
taken during operations to respond to deviations between actual demand
and forecasts, a direct comparison based on waste ratios was not feasible;
therefore, the overall results of the two systems were compared directly.

In addition to reducing waste and excess inventory, the benchmark also
evaluated the time and effort required by branch managers. The proposed
decision support system reduced the daily workload from one hour to just 8-
10 minutes by automating calculations and eliminating the need for manual
processing across multiple reports.

The structure of the proposed decision support system allows for seam-
less implementation across 800 Burger King branches in Turkey. By simply
updating sales data, inventory levels, storage capacities, and shipment con-
straints, the system can be adapted to different locations with minimal
adjustments.

6.6 Implementation and Pilot Study

The main code for the decision support system runs automatically each
night over approximately three hours on a dedicated server. Two options
are available for using the system: users can either work directly with the
Excel outputs or access the user interface to adjust parameters. The main
components of the interface are the echelon 1 page, displayed in a calendar
view, and the echelon 2 decisions page, presented in a tabular format; see
Figure 6.4. Sales and inventory data are updated automatically everyday.
Users only need to import a file for new shipment orders into the system;
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Figure 6.4: User Interface: Echelons 1 (left) and 2 Order Planning

no other inputs are required. The system generates decisions based on
simulations with 1,000 replications, but results from 100 replications are
also stored as a precaution, as the difference in confidence intervals between
1,000 and 100 replications is not significant.

The pilot study plan was divided into two phases. The first phase, held
on April 9-10, 2025, focused on analyzing initiative-based decisions, evalu-
ating reporting outputs, counting waste, and gathering feedback to improve
the UI and simulation modules. The second phase was conducted on April
24, 2025, to test the implementation of the refined system. The project
team reviewed the TESIP decisions and waste quantities collaboratively
with managers and shift supervisors for each period. These decisions were
adjusted to align the system outputs with operational practices. As a re-
sult, a 23.25% reduction in meat waste costs and an 8.39% reduction in
daily meat usage costs were achieved, validating the system’s effectiveness
in real-world operations.

6.7 Conclusion

The project met expectations at Galataport BK and showed potential for
other branches by improving forecasts, reducing waste and workload. A
decision support system based on forecasting techniques and simulation-
optimization reduced kitchen-generated meat waste costs by 23.25%, excess
storage inventory by 70.33%, daily meat costs by 8.39%, eliminated stock-
outs, and lowered managerial daily workload from one hour to 8-10 minutes.

The system is easily adaptable across branches with minimal customiza-
tion. Future work could focus on integrating real-time inventory tracking,
expanding the system to non-meat products, and developing adaptive fore-
casting models that incorporate external factors such as tourism trends or
local events, further enhancing operational efficiency.
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Appendix: Mathematical Model

Sets:

Symbol Explanation

T Set for time periods, T ={1,2,...,24}

K Set for echelons, K = {1,2}, where 1 and 2 indicates
storage and preparation, respectively

DD Set for days, DD = {1,...,14}

SD Set for delivery days, SD = {1,4,8,11}

IT Set of admissible policies

T Any admissible control policy, = € II

Decision Variables:

Symbol Explanation

Oi_r, The quantity of a regular order placed on day (d — LT})
that arrives on day d, d € SD

Qfq Quantity transferred to the preparation area in time ¢
onday d,t€T,de DD

If Inventory level in the echelon k at time ¢ on day d, k €
K,teT,de DD

E7 The quantity of an emergency order placed on day (d—1)
that arrives on day d, d € DD\ SD

LY, Lost sales quantity due to unfulfilled demand in time ¢
of day d,d € DD, t e T

Parameters:
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Symbol Explanation

Dy q Random variable for demand at time ¢ on day d, t €
T.de DD

CB Regular ordering cost for each raw material

CFE Emergency order cost for each raw material

CL Cost of lost sales for each raw material

SS Maximum storage capacity

11 Initial inventory for raw material in storage area

A Maximum shipment capacity

LT, Lead time for day d, d € SD

Objective Function:

=KD Y (CE-Ej ,+CL-L,+CB-07, ;1) (6.1)
teT deDD

Z* =minz" (6.2)

™

Policy Function:

The policy 7(Sk.q:) determines actions based on the current state Sk,
including inventory levels (I 4:), regular orders given in the last LT}, days
(O4-r1,) and expedited orders given a day before (E;_1).

Constraints:

Each decision given by the policy m must satisfy the following con-
straints:
Inventory Balance in Storage Area:

INyg=17 a1+ Ei1— Q4 Vde DD \ SD (6.3)
[{:2470 =1 (6.4)
Hig=1T 14— Qg V€ T\ {1},Yd € DD (6.5)
Ty g=14 .01+t Oqrr, — Q14 Vd € SD (6.6)

Inventory Balance in Preparation Area:

I§y,=0,Yd € DD
I3, 4=0YdeDD
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Capacity Constraints:

IT, <S5, Vt e T,Vd € DD
Of_rr, < A, Vte T,¥Vd € SD

Lost Sales Constraint:
Lig > Dig— (I3, 14+ Qfy), YVt € T\ {1}, ¥d € DD
Non-negativity and Integer Constraints:

Qra: 08 Ipar B, Ly € Ry U{0},
VteT,Vd e DD .Vk € K
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ilag Uretiminde Toplam Degistirme
7 Suresi Azaltimi ile Cizelgeleme
Optimizasyonu
SCW.AI

. Proje Ekibi
Biirge Cevik, Ipek Mocul, Rana Mutlum, Eda Tatar,
Onder Kutay Toker, Ulag Uludag, Eren Fehmi Yaygel

Sirket Danigmani Akademik Damgman
~Haluk Ath Mis. Dr. Ogr. Uyesi Andrea Pizzuti
Ar-Ge ve Ileri Analitik Direktorii Endiistri Miithendisligi Boliimii

Ozet
Bu proje, ila¢ tiretim sektoriinde faaliyet gosteren SCW.AI firmasimin di-
jital sistemine entegre edilmek tizere, sira bagimli ve paralel hatlarda
tiretim planlamasi problemini ele almaktadir. SCW.AI, ilag iireticilerine
yonelik iiretim sahasi dijitallestirme coziimleri geligtiren bir teknoloji ve
danmigmanlik girketidir. Projenin temel amaci, liretim hattinda ig emirle-
rinin yerlesimini planlayarak toplam degistirme siiresini en aza indirmek-
tir. Bu ana hedefin yaninda, geciken is emri sayisinin ve toplam gecikme
siiresinin azaltilmasi da projenin hedeflerindendir. Problem, bu yapiya uy-
gun geligtirilen sezgisel bir algoritma ile ¢oziilmiigtiir. Elde edilen ¢oziim
sonuglarr, SCW.AI miigterilerinin tiretim sahalarinda kullanilmak tizere fir-
manin dijital sistemine entegre edilmigtir.

Anahtar Sozciikler: Cizelgeleme, Ilac iiretimi, Paralel hat dengelemesi,
Degistirme siiresi azaltimi.
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Minimizing Total Changeover Time in
Pharmaceutical Manufacturing Scheduling

Abstract

This project addresses the sequence-dependent parallel line scheduling prob-
lem to be integrated into the digital solutions of SCW.AI, a company operat-
ing in thepharmaceutical manufacturing industry. SCW.AI is a technology
and consultancy firm that develops shop floor digitalization solutions for
pharmaceutical producers. The primary objective of the project is to min-
imize the totalchangeover time by assigningwork orders toproduction lines.
In addition to this main goal, the project also aims to reduce the number
of delayed work orders and the totaltardiness. The problem is solved using
aheuristic algorithm specifically developed for this structure. The result-
ing solution is integrated into SCW.AT’s digital system to be used in the
production environments of its clients.

Keywords: Scheduling, Pharmaceutical manufacturing, Parallel line bal-
ancing, Changeover time minimization.

7.1 Company Information

Supply Chain Wizard is a management and technology consulting firm
founded by Evren Ozkaya in 2014, specializing in end-to-end supply chain
solutions for the pharmaceutical industry. The company serves major phar-
maceutical manufacturers and contractors across North America, Europe,
the Middle East, and Asia. In 2017, it launched the ”Digital Factory”
platform, which integrates IoT devices to optimize production processes.
In 2022, Supply Chain Wizard Al (SCW.AI) was established, offering a
SaaS version of the platform with expanded capabilities, helping manufac-
turers achieve cost savings and quality improvements. SCW.AI has been
recognized on the Inc. 5000 list for its rapid growth and currently serves
over 4,000 users worldwide, with 80% of its products being pharmaceuticals

(SCW.AL 2024).

7.2 Current System

The Scheduler Tool helps optimize job shop and labor scheduling by creating
just-in-time schedules aligned with work order due dates and shelf-lives. It
supports efficient labor allocation, real-time tracking of OTIF (on-time and
in full), maintenance, and schedule compliance, aiming to reduce costs by
over 20% and improve capacity utilization by up to 50%. It also analyzes
scheduling discrepancies to boost efficiency and customer satisfaction.

The tool incorporates several objective functions that help users opti-
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mize their production schedules based on their specific needs. These include
minimizing costs, maximizing service, reducing excess inventory, and max-
imizing OTIF delivery when all work orders cannot be met on specified
dates. Custom objectives are also available for specific company require-
ments. However, the tool does not have an objective function dedicated to
minimizing changeover time.

7.3 Problem Definition

The current Scheduler Tool used by the company supports optimization
based on several objectives. However, it lacks a strategy to minimize changeover
time, which is a critical factor in pharmaceutical production due to strict
regulations and the complex process of switching between different prod-
ucts. Changeover time, which includes both setup and cleanup processes,
significantly impacts the ability to meet deadlines and minimize makespan.
Therefore, a new approach is needed to minimize changeover time while
improving the on-time completion of work orders. This approach considers
the varying setup and cleanup times, which differ by product family and
type, as each product has specific requirements in pharmaceutical produc-
tion. The aim of this project is to develop and integrate a changeover time
minimization algorithm into the existing Scheduler Tool by creating a new
algorithm that also seeks to enhance the ability to meet work order due
dates.

Changeover : : Changeover

COENE R

.,\f/..
Work Order 1 : Work Order 2 £ Work Order 3

Figure 7.1: Changeover times between consecutive work orders

7.4 Proposed Solution Strategy

The SCWCO Parallel Line Balancing project addresses a scheduling prob-
lem whose objective functions may vary depending on different Key Perfor-
mance Indicators (KPIs). After discussions with the company, the primary
objective has been clearly defined as the minimization of total changeover
time. Additionally, the approach takes into account due date satisfaction
and total tardiness as secondary performance measures to ensure alignment
with operational priorities and client expectations.To address this challenge,
a custom-designed heuristic algorithm was developed, specifically tailored to
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handle the sequence-dependent nature of tasks and the structure of parallel
production lines.

Following the solution development, a user-friendly interface is designed
to visualize and interact with the proposed model. In the final stage, the
solution is integrated into SCW.AI’s digital production platform, Digital
Factory, enabling SCW.AI clients to benefit from optimized production
scheduling through the company’s existing systems.

7.4.1 Assumptions

e Work orders cannot be divided into smaller work orders or same prod-
uct’s work orders cannot be merged.

e A work order begins with setup and ends with cleanup.

e A work order in the process cannot be stopped to start another work
order and restarted from the point it was interrupted.

e At most one work order per time can be processed on a single line.

e If a task is not completed by the end of the shift, it will resume from
where it left off when the next working period begins.

e The inventory costs arising from producing products ahead of time
will be disregarded.

7.4.2 Major Constraints

e The number of production lines is predetermined.

e Not every product can be manufactured on every line, but the same
product can be produced on multiple lines. The production time for
each product varies depending on the line used.

e Production is family and sequence-dependent, meaning changeover
times vary between products.

e The daily working hours and total working days for each production

facility are predetermined.

7.5 Solution Approach

A Mixed Integer Linear Programming (MILP) model was initially developed
to minimize changeover time, but due to the problem’s NP-hard nature and
runtime constraints, a heuristic algorithm was developed. The developed
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decision support system enables users to input parameters specific to their
operations, such as the number of lines, daily working hours, and permissible
lateness, and it delivers customized solutions accordingly.

7.5.1 Heuristic Algorithms

The developed heuristic algorithm consists of Initialization with Grouping
Algorithm followed by a Multi-Phase Local Search Algorithm. Details of
this heuristic approach will be explained below and a diagram showing the
steps of the algorithm can be seen in Figure 7.2.

Initialization

Multi-Phase Local

Search Algorithm

Phase 1: Random Phase 2: Group-Based Phase 3: Group Size-
Swapping Swapping Constrained Swapping|

Figure 7.2: Diagram of heuristic algoritm’s steps

Initialization with Grouping Algorithm

The process starts by grouping jobs according to their product types. This is
because the lowest changeover time, namely minor changeover time, occurs
when jobs of the same product type are scheduled consecutively. Within
each group, jobs with earlier due dates are prioritized.

The product type with the earliest average due date is selected first, as
it introduces tighter scheduling constraints. Since all production lines are
initially empty, the algorithm assigns the work orders of the first product
type to the fastest compatible line. The goal is to place as many jobs as
possible of this product type on that line. If a job is scheduled to exceed
the maximum allowed delay, the remaining jobs are assigned to the second-
fastest compatible line. At this stage, all changeover times remain minor.

Once the first product type is fully assigned, the algorithm proceeds
to the next one. It first attempts to find an idle and compatible line to
avoid major changeover time, which occurs when different product types are
scheduled consecutively. If no idle line is available, the algorithm consults
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the changeover time matrix and selects the line that minimizes the transition
cost.

If all jobs are successfully assigned, the initial solution is complete. If
not, the algorithm increases the allowable delay by a predefined ratio and
restarts the process, effectively overcoming infeasibility issues.

Multi-Phase Local Search Algorithm

The initial solution was enhanced using an iterative job assignment heuris-
tic, named theMulti-Phase Local Search Algorithm. This approach is in-
spired by the neighborhood-based techniques discussed by Choi and Choi
(2002), where local search is used to iteratively improve scheduling solutions
through operations like swaps and insertions.

The heuristic consists of three phases. In Phase 1, Random Swapping,
individual jobs are randomly moved to different positions or swapped across
lines, favoring lines already producing the same product type. In Phase 2,
Group-Based Swapping, groups of consecutive jobs with the same product
type are treated as single units and moved or swapped. In Phase 3, Group-
Size Constrainted Swapping, group sizes are randomly limited to 2 to 4 jobs
per line to increase mobility and allow finer adjustments.

These three phases are repeated a total of three times combining group-
level and individual-level improvements besides enabling a more compre-
hensive exploration of the solution space.

After each adjustment, the heuristic recalculates key performance mea-
sures such as total changeover time, total tardiness, penalties due to max-
imum allowed delay, and due date satisfaction ratio. These metrics are
aggregated into an objective function, where each component is weighted
based on user-defined preferences. If the new solution yields a better objec-
tive value, the change is accepted and becomes the new baseline; otherwise,
it is discarded and the algorithm continues with the previous solution. This
mechanism ensures that only beneficial changes are retained, guiding the
search process toward higher-quality solutions.

The process continues for a predefined number of iterations, ultimately
returning a detailed schedule for each job, including start and finish times,
assigned production lines, and any tardiness.

7.6 Verification and Validation
7.6.1 Verification

The verification process tested the algorithm using company data to sim-
ulate real-world conditions. The solver was run multiple times with differ-
ent datasets to determine appropriate coefficients and maximum iterations.
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Coefficients for changeover time, tardiness, and due date satisfaction were
set based on trials and remained constant across all tests. Consistency
testing involved increasing the number of work orders, product types, and
modifying parameters like production lines to ensure results aligned with
theoretical expectations. Several test cases were used to evaluate different
job numbers, product types, and production lines. In complex scenarios
with 500 and 1000 work orders, the heuristics still performed well, reducing
tardiness and improving due date satisfaction. All outputs were completed
within the company’s 10-minute execution time limit.

Figure 7.3 illustrates the improvements achieved at each stage of the
algorithm. The changeover time consistently decreased throughout the pro-
cess, and due date satisfaction steadily increased. These results highlight
that Multi-Phase Local Search Algorithm runs properly.

Case Metric Initial Solution | First Heuristic | Second Heuristic | Third Heuristic | Final Result
Changeover (h 104.5 103.98 98.93 98.93 98.58
Number of Jobs: 100 ge i
: Total Tardiness (h) 476,37 453.67 199.56 199.56 220,55
Number of Lines: 5 —
: Due Date Satisfaction 81% 83% 85% 85% 85%
Product Type Size: 10 - -
Exceeding Tardiness 0 0 0 0 0
Changeover (h 84 84 75.6 75.6 75.6
Number of Jobs: 100 £e o )
) Total Tardiness (h) 84.79 44.75 132.15 6.27 0
Number of Lines: 10 - -
S Due Date Satisfaction 93% 96% 95% 99% 100%
Product Type Size: 10
Exceeding Tardiness 0 0 2598 0 0
Changeover (h 22005 181.27 178.05 177.35 172.02
Number of Jobs: 100 EE (h)
. Total Tardiness (h) 439.47 453.38 438.17 349.16 371.9
Number of Lines: 5 = -
L Due Date Satisfaction 77% 84% 90% 91% 91%
Product Type Size: 20 .
Exceeding Tardiness 0 404.13 1485.68 355.04 486.54
Changeover (h 474.63 474.63 473.98 473.98 473.98
Number of Jobs: 500 E )
X Total Tardiness (h) 11165.86 11157.79 9542.96 8344.61 8335.27
e Due Date Satisfacti 87% 87% 87% 87% 87%
u ati on 0 0 o
Product Type Size: 10 | oue Date Satisfactio
Exceeding Tardiness 0 0 Q 0 0

Figure 7.3: Verification results

7.6.2 Validation

The validation phase aimed to ensure that our algorithm calculates and eval-
uates key performance indicators (KPIs) in alignment with the company’s
existing system. To achieve this, we obtained a sample result from the com-
pany’s current scheduling algorithm and used it as the initial solution input
for our algorithm. In addition, we were provided with the corresponding
KPI values used by the company for performance evaluation.

By processing the company’s solution through our developed heuristic,
we observed the consistency of metric calculations between the two sys-
tems. Furthermore, our algorithm not only replicated the company’s KPI
calculations accurately but also achieved significant improvements across
key measures such as total changeover time, total tardiness, and due date
satisfaction. These findings confirm that the proposed solution maintains
compatibility with the company’s performance evaluation framework.
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Production Scheduling Optimization

Total Work Order (TWO):
210

Resuilts Maximum Tardiness (Day):

n

Daily Work Hours (8-24):
24

Help

Start Date:
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TER BRI

{8 7 | s | 8 |10 [ 11 [H2HNS
16 1415 16 17 [18 |18 20
17 2 |22 23 24|35 |28 27

Run Algorithm
Extract Schedule

Figure 7.4: Home page of the user interface

7.7 Deliverables

The main deliverable is a heuristic-based optimization algorithm designed
to minimize changeover time while meeting work order due dates. It ad-
dresses large-scale scheduling challenges in the pharmaceutical industry and
provides efficient production schedules. A decision support system created
by Python allows data input and preference adjustment, generating an Ex-
cel schedule and Gantt chart. A pilot study is conducted to validate the
system and support integration into existing software.

7.7.1 User Interface

ThePython-based interface is designed to simplify scheduling by allowing
users to input work orders and adjust key parameters such as changeover
time, total and exceeding tardiness, and due date satisfaction. Based on
these inputs, the system runs the optimization algorithm and generates
ankxcel file that includes job-line matchings, start and end times, product
types, and performance metrics. A Gantt chart is also provided to help
visualize the schedule.

7.8 Benchmarking and Benefits

The benchmarking process was conducted using two datasets with 250 work
orders provided by the company. These datasets were processed and run
in the company’s system using two different methods. The results were
then compared with the outcomes generated by our proposed algorithm
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Figure 7.5: Results page of the user interface

to evaluate how well our approach performed compared to the company’s
current methods. The company provided the key performance indicator
results related to the performance of their current system. By comparing
these KPIs with the results obtained from our algorithm, improvements
were evaluated and the effectiveness of the new optimization strategy was
assessed.

Figure 7.6 presents a comparison between the company’s current sys-
tem and the proposed system. The level of improvement may seem quite
significant; however, it is important to note that the company’s current sys-
tem does not include any algorithm aimed at minimizing changeover time.
These improvements are a result of introducing a new system specifically
designed to address this issue.

The proposed scheduling solution significantly enhances SCW.AI’s ca-
pabilities by introducing an optimization approach focused on minimizing
changeover time which is an objective previously unavailable in the com-
pany’s existing Scheduler Tool. The algorithm’s execution time is 360 sec-
onds, which was allowed by the company, and despite being longer than

Metric Company's Current System Our System Improvement (%)
Total Changeover Time (h) 582.25 259 40%
Total Tardiness (h) 9173.21 805.35 51%
Due Date Satisfaction Ratio 0.72 0.9 36%
Exceeding Total Tardiness (h) 4543.03 2.17 100%
Makespan (day) 27.7 24.45 11%
ExecutionTime (s) 20 360 -94%

Figure 7.6: Benchmarking results
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the current tool’s 20 seconds, it delivers substantial operational advantages.
Evaluations show that the algorithm reduces total changeover time by up
to 40%, total tardiness by up to 51%, and increases due date satisfaction
rates by 36%. These improvements directly impact operational performance
by increasing on-time delivery and reducing downtime between jobs, which
in turn leads to better resource utilization and higher overall efficiency.
As the approach is fully compatible with the company’s existing Digital
Factory platform, these benefits are achieved without requiring additional
infrastructure, offering a highly practical and impactful improvement to
SCW.AT’s scheduling capabilities.

7.9 Conclusion

This project addressed SCW.ATI’s requirement of minimizing changeover
time in pharmaceutical production scheduling. The custom heuristic ap-
proach, supported by a decision support system, was developed to minimize
changeover time. In addition to achieving this primary goal, the solution
also improved other key performance metrics such as on-time delivery, to-
tal tardiness, and exceeding tardiness. These improvements not only align
with SCW.ATI’s operational goals but also increase the value delivered to its
clients.
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Kart Uretiminde Kurulum
8 Sturelerine Gore Teslimat Takvimi

Cizelgelemesi
Meteksan Savunma

Proje Ekibi
Ahmet Emir Abay, Aras Bozyel, Mert Cagman, Cagan Dal,
Yigit Eren Peker, Salih Orkun Senel, Mukadder Nihan Yildiz

Sirket Danigmani Akademik Danigman
) Eda Senol Prof. Dr. Oya Karasan
Uretim Planlama Miihendisi Endiistri Miithendisligi Boliimi
Ozet

Bu projenin temel amaci, Meteksan Savunma'nin iiretiminde toplam kuru-
lum siiresini en aza indirmek icin ideal bir iiretim siralamasi olusturmaktir.
Meteksan Savunma’nin tiretim sistemi incelenmis ve analiz edilmigtir. Sis-
tem analizi sonrasinda, mevcut sistemdeki problem aciklanmig ve kapsami
ortaya konmustur. Coziim olarak iki ayr1 matematiksel model ve bir sezgi-
sel model geligtirilmistir. Bu ¢oztimler bir karar destek sistemiyle kullanima
hazir hale getirilmigtir. Son boliimde ise, projenin ¢iktilar1 ve teslim edi-
lecekleri olan karar destek sistemi, kullanim kilavuzu ve iiretim ¢izelgesini
planlamak i¢in hazirlanmig modeller sunulmustur.

Anahtar Sozciikler: Uretim Planlama, Cizelgeleme, Matematiksel Mo-
delleme, Kurulum Stiresi Optimizasyonu, Sezgisel Yontem

84



Delivery Schedule Planning in Card
Production Based on Setup Times

Abstract

The main objective of this project is to create an ideal production sequence
to minimize the total setup time in Meteksan Savunma’s production. The
production system of Meteksan Savunma was examined and analyzed. After
the system analysis, the problem in the existing system was explained and
its scope was revealed. Two mathematical models and a heuristic algorithm
were developed. These solutions are made ready for use with a decision
support system. In the last part, the outputs and deliverables of the project,
namely the decision support system, the user manual and the models for
planning the production schedule are presented.

Keywords: Production Planning, Scheduling, Mathematical Modeling,
Setup Time Optimization, Heuristic Method

8.1 Company Description

Meteksan Savunma is an Ankara-based company specializing in high-tech
defense systems. It was established in 2006 by Bilkent Holding to con-
tribute to the defense industry and fund the Bilkent University. The main
product portfolio of Meteksan Savunma consists of radar systems, control
and command units, electro-optic, surveillance, and communication sys-
tems. Also, the electronic circuit boards to be embedded in these systems
are produced by Meteksan Savunma. All of these products are developed,
designed, produced, and tested in their 1500 m? headquarters located near
Bilkent Cyberpark. To achieve the lowest possible error margins, Meteksan
Savunma utilizes high-tech labs, equipment, and a test facility at Bilkent
Lake. Currently, Meteksan Savunma proceeds its activities with 320 em-
ployees (Meteksan, 2024).

8.2 System Analysis and Problem Definition
8.2.1 System Analysis

Meteksan Savunma’s production system involves a type-setting machine
that processes around 150 types of circuit boards. There are three main
production stages: Setup phase, type-setting phase, and post-typesetting
phase. The setup phase involves placing the materials of cards in the type-
setting machine. The setup process is monitored by production planning
engineers. After the setup process, the machine places the components on
the cards. Then, the production moves on by post-typesetting processes.

85



Meteksan Savunma’s production processes are monitored with the SAP sys-
tem. The production planning team consists of four engineers, one planning
technician, and five warehouse technicians. Despite the ERP system, pro-
duction delays can occur due to exceptional situations or potential changes.
Due to the lack of any mathematical model, the company relies on experi-
ence and intuition.

8.2.2 Problem Definition and Scope

The production planning department faces some challenges with managing
total setup time due to the lack of any mathematical model. Production
planning department uses a heuristic method to plan the schedule. The
heuristic used is similar to earliest due date which is a well-known algorithm
in the scheduling literature. A mathematical model is needed to minimize
total setup time and create a production plan following due dates, and
increasing production efficiency.

The project’s objective is to reduce production inefficiencies caused by
setup processes. The project’s scope includes circuit boards, their due dates,
demanded amounts, and production times. Production time was considered
as setup and processing times. Each setup time is dependent on the card
that was produced previously. Ultimately, their similarity affects each setup
time and, hence, the total setup time. The goal is to create a production
plan that minimizes the total setup time.

Meteksan Savunma requested a matrix that displays the resemblance
between each card according to their bills of materials. Bills of materials are
stored in a database that is ready to be updated anytime. Also, it is asked
to be connected to the decision support system for operational efficiency.
Besides, the decision support system was aimed at providing production
plans using different models and a heuristic algorithm for different needs.
The project scope is finalized by providing a user manual to guide future
uses.

8.3 Solution Approach
8.3.1 Model Development

Project team developed mathematical models that minimizes the total setup
time and total overtime hours to optimize the production planning of elec-
tronic cards for Meteksan Savunma. The model takes into account various
critical parameters such as similarity rates based on the bill of materials
(BOM) between cards, processing times, delivery dates and setup times.
Two different models were implemented. The primary model aims to
minimize the total setup time, if it is possible to meet the delivery deadlines.
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The second model relaxes this constraint by minimizing total overtime hours
when deadlines are tight. OR-Tools solver was chosen because it is open
source to ensure that the model can be used without requiring a license.
In addition, an intuitive Tabu Search Algorithm was developed to obtain
faster and near-optimal results on large data sets.

8.3.2 Mathematical Models
Model Minimizing Total Setup Time

Decision Variables:

e z;; € {0,1}: A binary variable representing whether job j is produced
immediately after job i (1 if true, 0 otherwise).

e s; € R™: The start time of job i, where i € P.
e ¢; € RT: The completion time of job i, where i € P.

Parameters:

e P={1,2,...,n}: Set of jobs to be scheduled.

Py = PU{0}: Set of jobs including the dummy job 0.

st;; € RT: Setup time required when switching from job i to job j.

pt; € RT: Processing time for job i.

e D; € R*: Due date for job i.
e M € R*: A large constant used to model conditional constraints.
Objective: Minimize the total setup time, which is given by:

Minimize E E Stij + L

1€Py jeRy,j#1

Constraints:

e Each job is produced exactly once:

Z .Tijzl VjGPO

i€ Py i#]
e Each job is followed by at most one other job:

Z .I‘ngl ViGPO

JEPo,jF#i
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Start time and setup time relation:

SjZCi—l—Stij—M'(l—iL'ij) VZEP,]GP,Z%]

Completion time constraint:

¢ =s;+pt; VieP

Due date constraint:

Initial job timing:
Co = 0, S0 = 0

Domain Restrictions:
r; €{0,1} 5 2>0, >0 Vi,jeh
Model Minimizing Total Overtime Hours
Decision Variables:

o z;; € {0,1}: A binary variable representing whether task j is sched-
uled immediately after task ¢ (1 if true, 0 otherwise).

e s; € R": The start time of task ¢, where i € P.

e ¢; € R": The completion time of task i, where i € P.
e 0, € R": The overtime required for task 7, where i € P.
Parameters:

e P=1{1,2,...,n}: Set of tasks to be scheduled.

Py = PU{0}: Set of tasks including the dummy task 0.

st;; € RT: Setup time required when switching from task i to task j.

pt; € RT: Processing time for task .

D; € R*: Due date for task 1.

e M € R*: A large constant used to model conditional constraints.
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Objective To minimize total overtime hours.
Minimize Z 0;
ieP
Constraints:
e Each job is produced exactly once:

Z Iijzl VjEPO

1€ Py, i#]

Each job is followed by at most one other job:

Zﬂjugl ViGPO

JePj#i

Start time and setup time relation:

SjZCi‘l'Stij—M'(l—.Z'ij) VZ,jGP,Z%j

Completion time constraint:

c; = S; + pt; Vie P

Overtime calculation:

o,>c—D;, VieP

Initial job timing:
Co = 0, Sp — 0

Domain Restrictions:

Tij € {0, 1}, S; > 0, ci > 0, 0; > 0 VZ,] € P()

8.3.3 Heuristic Method

The preferred heuristic method for the project is the Tabu Search Algo-
rithm. Tabu Search Algorithm is developed to decrease the run time if
necessary. Tabu Search Algorithm starts with a reasonable solution and
systematically explores the neighborhood of a current solution while main-
taining a short-term memory of previously visited solutions to prevent cy-
cling. Upon visiting the neighbors, the algorithm determines tabus to avoid
revisiting these neighbors and implementing certain solutions. This ap-
proach allows the algorithm to escape local minima and continue improving
towards a global or near optimal solution (Khoo, 2006).
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8.4 Verification
8.4.1 Verification of Mathematical Models

The verification of two mathematical models is done to make sure that two
models are accurate and outputs correct results. To verify the models, a
procedure is followed. Initially, models were transitioned from Gurobito
OR-Tools, and outputs were compared to ensure consistent results. A pri-
mary dataset of 5 cards was used for manual verification, ensuring the solver
accurately minimizes total setup time and total overtime hours while main-
taining the correct sequence. Extreme scenarios, such as tight deadlines
and large setup times, were tested to validate the models’ robustness and
its ability to construct and minimize total overtime hours and total setup
time effectively. Additionally, each constraint was systematically removed to
confirm its functionality in each model. These steps verified the models’ ac-
curacy while delivering feasible and optimized solutions such as outputting
the correct sequence. Also, running times of this model for both solvers
are tested and running time comparison tables are made for different card
numbers in both solvers.

8.4.2 Verification of Heuristic

Verification of the heuristic algorithm is done by checking the outputs of
the heuristic algorithm and comparing them with optimal solutions. Addi-
tionally, the inputs are changed to test the accuracy of the algorithm. The
algorithm is run with extreme data and the obtained results are examined.
In addition, to verify all models together, the same data sets are used for
input and outputs are compared. It was observed the heuristic algorithm
could find solutions close to the main model. The verification of Tabu
Search Algorithm ensured that the outputs of the heuristic algorithm are as
expected. Also, it is observed that no matter which datasets are included
in the inputs, Tabu Search Algorithm outputs a result within two seconds
until 50 different card types. Outputs of the total setup time minimization
model and Tabu Search Algorithm were compared, and it was detected that
results differ after the sample of ten cards.

8.5 Validation

To ensure models and the heuristic algorithm meet Meteksan Savunma’s
operational needs and integrate into the existing production workflow, the
validation phase is essential to test the credibility of the models and the
heuristic algorithm. According to real data, some inputs such as setup time
between two electronic cards and processing times of them are calculated
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by the project group with methods that are agreed with the company by
using bill of materials (BOM). Also, real due dates are used as an input
data. Then, these inputs are be used in the models and the heuristic algo-
rithm. With the given real data (January 2025), the model that minimizes
total setup time output an optimal solution with 11 card types in 1 month
horizon, meaning that the due dates of cards are counted as 1 month, only
including working hours. Therefore, there were no need to use the model
which minimizes total overtime hours. Additionally, heuristic is also used
with the same inputs. The output of both the model and the heuristic
algorithm is total setup time and the production sequence. The results
are analyzed and examined by industrial advisor, and it is determined as
applicable and logical.

8.6 Integration and Implementation

The implementation starts with the pilot study. Arrangements were made
after the pilot study was completed and feedback was received. The ar-
rangements include formatting of the decision support system and modifi-
cations in the model. The first phase of the implementation started with
preparation. All the cards were recorded as entities in the database. Their
similarities and processing times were computed according to their bill of
materials (BOM) data. After all the data was placed in the required files,
the model was ready to run using the data provided as parameters. The sec-
ond phase is the pilot study. A proper Excel file was created and uploaded
to the decision support system and run with Tabu Search Algorithm. The
outcome of the decision support system was discussed and analyzed with
the industrial advisor.

The third phase is the feedback phase. According to the feedback, the
errors were fixed. The industrial advisor requested formatting changes in the
outputs. The user manual was updated according to user needs. The model,
the decision support system, database, and user manual were modified. The
fourth and last phase is the finalization phase. The final arrangements were
made according to the feedback and observations. The project is finalized
for use in the system with the finalized models, decision support system,
and user manual. An additional decision support system was developed to
calculate setup and processing times.

8.7 Benefits and Benchmarking

The project provides improvements to the Meteksan Savunma’s production
system by reducing total setup time in the feeding process of the type-
setting machine. In the current system, the production schedule is created
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Figure 8.1: Main and Output Analysis Screens of the Decision Support
System

manually with a focus on due dates with little consideration on material sim-
ilarities between cards. This results in longer setup times and inefficiencies
in the production flow. With the implementation of the models, production
becomes smoother and faster, which enables Meteksan Savunma to produce
more cards in the same period of time.

Additionally, the system is designed for long-term flexibility. The user-
friendly Python-based interface and the structured SQL database make it
easy for the production planning team to manage and update production
data. New card types can be added, or existing ones removed, directly
through the SQL database. The main screen and the output analysis screen
of the decision support system are included in the following figures.

Using the user-friendly decision support system, data can be loaded from
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Excel files or retrieved directly from the database. Optimization methods
can be easily run, and the results can be viewed in a user-friendly manner.
This flexibility allows the system to adapt to new product types. This
eliminates those with manual intervention and minimizes debugging.

Faster and more reliable scheduling also helps Meteksan Savunma accept
urgent orders with tight deadlines which is supporting customer satisfaction
and maintaining a competitive edge in the market.

When tested with real production data from January 2025, the math-
ematical model reduced the total setup time by 24.66%, while the Tabu
Search Algorithm achieved a 23.92% reduction. These improvements show
that the value of the mathematical optimization system over the current
manual planning approach.

8.8 Conclusion

The models and the decision support system met expectations of Meteksan
Savunma by significantly improving production planning efficiency. Val-
idation processes, including real data validation and expert assessments,
confirmed the practical applicability of the model and its potential for sig-
nificant operational improvements.

Using historical production data, the comparative analysis showed that
optimized planning can deliver a 24.66% reduction in total setup time com-
pared to existing planning method. This improvement directly translates
into increased production efficiency, and improved profitability for Meteksan
Savunma.

The enhancement of the heuristic algorithm, the expansion of the sys-
tem’s database capabilities, and the carrying out of comprehensive pilot
studies to ensure smooth integration into daily production workflows have
been carried out. Overall, the project successfully delivered a practical
and effective planning optimization tool that aligns well with the Meteksan
Savunma’s strategic objectives.
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9 Muisteri Talep Yonetimi
Sureclerinin Iyilestirilmesi

Hayat Finans

Proje Ekibi
Yavuz Eren Arslan, Faisal Baraka, Timurhan Bulut,
Begiim Ecerkale, Helin Arya Giindogdu, Yusuf Ozkan, Ozgu Simsgek

Sirket Danigmanlar: Akademik Danigsman
Aylin Giiciiyener, Suzan Oztiirk Prof. Dr. Nesim K. Erkip
ve Acelya Tanisman Endiistri Miithendisligi Boliimi

Stire¢ Yonetimi

Ozet

Hayat Finans cagri merkezinde miigteri talep yonetiminin ilk agamasi, ge-
len sikayetlerin simiflandirilmasidir. Bu siniflandirma, talebin ilgili depart-
mana yonlendirilmesi ve ¢ozlim stirecinin baglatilmasi igin kritik oneme
sahiptir. Ancak mevcut durumda miisteri temsilcilerinin gikayetleri elle
siniflandirmasi, hatalara ve ¢oziim siiresinin uzamasina yol agmaktadir.
Ayrica cagri yogunlugunun gin icindeki degiskenligi, belirli saatlerde
temsilci yetersizligi veya fazlaligina neden olmaktadir. Bu sorunlara
¢oziim olarak makine 6grenmesine dayali bir smiflandirma algoritmasi
geligtirilmig, cagr1 tahmini ve vardiya planlamasi i¢in optimizasyon model-
leri olugturulmustur. Pilot uygulamada proje ciktilar: test edilmis; sistemin
is yikiinii azalttigi, vardiya plani dogrulugunu artirdigi ve hizmet kalite-
sini iyilegtirdigi goriilmiistiir. Pilot ¢calismanin ardindan programlarin tam
zamanl kullanim i¢in kurulumlar1 gerceklestirilmigtir.

Anahtar Sozciikler: Cagri Merkezi, Smmiflandirma, Vardiya Planlama,
Makine Ogrenmesi, Tahminleme, Miisteri Memnuniyeti.
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Improvement of Customer Demand
Management Processes

Abstract

At Hayat Finans call center, the first stage of customer demand manage-
ment is the classification of incoming complaints. This classification is crit-
ically important for directing the request to the relevant department and
initiating the resolution process. However, under the current conditions,
the manual classification of complaints by customer representatives leads to
errors and prolongs the resolution time. Additionally, fluctuations in call
volume throughout the day cause either a shortage or a surplus of represen-
tatives at certain hours. To address these issues, a machine learning-based
classification algorithm has been developed, along with optimization mod-
els for call forecasting and shift planning. In the pilot study, the project
outputs were tested; it was observed that the system reduced the workload,
improved shift planning accuracy, and enhanced service quality. Following
the pilot study, the programs were installed for full-time use.

Keywords: Call Center, Classification, Shift Scheduling, Machine Learn-
ing, Forecasting, Customer Satisfaction.

9.1 About The Company

Founded in 1937, Hayat Holding is a global player with over 67 compa-
nies and more than 20,000 employees operating in various sectors like port
management and FMCG. Hayat Finans, as the financial investment of the
holding, in March 2023, has started providing free-of-charge services through
the Hayat Finans mobile app and internet banking. It currently operates
as Turkey’s first digital bank. Their core activities include private bank-
ing services, commercial banking, SME banking, retail banking, investment
banking and treasury transactions.

9.2 System Analysis

Since there isn’t a physical branch, Hayat Finans interacts with and serves
its customers through digital channels. These include the mobile applica-
tion, website, call center, ”Bize Yazin” feature in the app, customer contact
form, and email. To ensure any customer demand is met efficiently and
effectively, Hayat Finans also provides a 24/7 call center, staffed with 50
customer representatives, and seven back-office workers who resolve request-
s/complaints, namely agents. There are three distinct job definitions which
are carried out by customer representatives, simultaneously. The first is
operational complaint recording. This is the main task of customer repre-
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sentatives, it continues 24/7 non-stop. Second job is to make video calls
with registering customers in order to verify their national identity cards.
This task is performed during weekdays only during business hours. The
last is the sales calls for corporate affairs. Customer representatives are
assigned by the team leader to do corporate calls when needed, therefore,
it is not exactly scheduled.

When a complaint arrives, firstly, the complaint information is entered
into the system by a customer representative in the call center. Then it is
manually selected by agents in the back office or assigned by their super-
visors to be solved. After assignment, agents first provide control of the
problems, then the majority of these problems are allocated to the actual
departments where they will be solved. The assignment to other depart-
ments is also done manually by agents. The flow chart of the processes after
a complaint arrives can be seen in Figure 9.1.

Representative gets Delay Demand is matched
Call arrives —»  the problem {Queueing with a backoffice

definition |Demands) worker
Representative ‘[ i

selects one of the Backoffice worker Qaﬁ 'b'E sdlired

existing categories calls customer for —»< by :
detailed info backoffice?
-1 ialist ds thi qﬂ
pecialist sends the
responset (R —— T SRR B e Yes
backoffice P
calls the customer ——» Clstomeb ki Nigcicis
- Picks Up - closed

about the outcome.

No

Figure 9.1: Flow chart of processes.

9.3 Problem Definition

While responding to a call, customer representatives are responsible for se-
lecting complaint categories and typing descriptions instantly, leading to
errors in classification and descriptions. This causes challenges for agents
to detect the core of the problem correctly before sending these to other
departments. Additionally, since call arrival rates vary throughout the day,
overstaffing during off-peak hours and understaffing during peak hours for
customer representatives are observed. These inefficiencies result in diffi-
culties in responding to customer calls in a timely manner, which may pose
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a regulatory compliance risk. Furthermore, the inability to accurately cate-
gorize complaints prolongs resolution times, reducing customer satisfaction.
As the customer base continues to grow, the need to utilize representative
resources more efficiently becomes increasingly critical.

9.4 Proposed Solution System

Given the diverse nature of the problem, the solution approach has been
structured into separate components, each focusing on a specific part of the
problem.

The first solution approach is based on machine learning algorithms de-
veloped to improve the correct classification and assignment of customer
complaints. First, complaint descriptions are cleaned up, removing num-
bers, punctuation, unnecessary characters and extra spaces. In addition,
common typos, keywords and important phrases (e.g. “potential customer”)
are identified from historical data. After this cleaning and word detection,
the machine learning model is trained with historical data to provide accu-
rate category suggestions to call center agents. This speeds up the process
without the need for a second customer call. K-Means and Logistic Re-
gression algorithms also work in parallel in this process, helping to identify
the new categories needed (Scikit-Learn Developers, 2024a). As shown in
Figure 9.2, a user-friendly interface was designed by analyzing the existing
system interface and Excel files. When the required fields are filled in, the
algorithm presents the suggested categories on the screen. The user can
approve these suggestions and save the complaint to the system with the
“Save and New” button. If the suggested categories are not suitable, the
user can delete these suggestions and make a manual selection. Complaints
are automatically saved in an Excel file, while manual category selections
are noted in the system for future training of the model. Thus, the model
improves with real user preferences and becomes capable of providing more
accurate and intelligent recommendations.

The other solution approach is based on the effective utilization of cus-
tomer representatives throughout the day through a forecast program for
call arrivals and shift scheduling with three mathematical models.

The forecast program uses RandomForest Regressor from the Sklearn
library to estimate the number of incoming calls on an hourly basis (Scikit-
Learn Developers, 2024b). The program investigates historical call arrival
data with respect to parameters such as total number of customers at the
time, days of the week, national holidays, and campaign periods. The user
is asked to type the time interval for forecast, estimated number of cus-
tomers for that period, and whether there will be an ongoing campaign
during that period. If a campaign is present, the model predicts a higher
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Figure 9.2: Interface of machine learning algorithm.

volume of incoming calls compared to regular periods. Similarly, an increase
in the number of customers leads to higher call volumes, while call volumes
tend to decrease during national holidays. In addition, the model captures
variations across weekdays, reflecting typical patterns in call volume ob-
served throughout the week. Figure 9.3 shows the interface of the forecast
program.

The output of the forecast program is then inputted to the shift schedul-
ing program. Along with the forecasted call arrival rates, the user is asked
to input estimatedservice rates, estimated efficiency percentage of the call
center, the maximum acceptable probability that a customer waits in the
queue, the maximum amount of time in the queue if they wait in the queue,
and finally, the maximum number of representatives that will be eligible
to work on the given day. An open-source Python code, which executes
three different mathematical models, finds the shift plan that minimizes
understaffing and overstaffing.
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Figure 9.3: Interface of the forecast program.
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The first mathematical model, presented in Appendix 9.A, determines
the number of required customer representatives as the call center is an ex-
ample of M/M/s queueing system (Pinsky and Karlin, 2011). Arrival rates
are provided by the forecast program and other required parameters are en-
tered by the user. Constraints (9.6) and (9.7) ensures the expected waiting
time in the queue and the waiting probability does not exceed respective
limit parameters. The model finds the least amount of representatives for
an hour that satisfies these constraints, namely the requirement of an hour.
An open source Python code implementing a heuristic approach is used
to solve the model: starting from one server, the algorithm incrementally
increases the number of servers until both the expected waiting time and
waiting probability fall within the specified limits. The loop terminates once
a feasible solution is found.

The company uses a five-block shift system, therefore the requirements
of each hour should be met through only five intervention points. Shift
scheduling model in the Appendix 9.B determines the shift with minimum
number of total customer representatives while constraint (9.10) ensures
that the requirement of each hour is covered.

The last mathematical model, presented in Appendix 9.C, provides a
solution for cases where the number of available customer representatives is
insufficient to fully cover the hourly requirements. In this case, the require-
ment coverage constraint of the shift scheduling model is relaxed, meaning
that the model can now assign fewer representatives than the requirement.
The objective is to minimize total squared deviation between requirements
and assignments while constraint (9.13) ensures total assigned customer
representatives for the given day cannot exceed the user input and con-
straint (9.14) ensures at least one representative works each hour. An open
source Python code is used to solve this problem by iteratively adjusting
assignments to minimize squared deviation while satisfying the remaining
constraints.

As a result, the mathematical models described above generate two sep-
arate shift plans: one representing the minimum number of customer rep-
resentatives needed, and the other representing the maximum allowable
staffing levels. These two plans are displayed in the system as the “Min-
imum Personnel” and “Maximum Personnel” shift schedules, respectively.
Figure 9.4 shows an example Minimum Personnel Plan generated by the
last mathematical model. Using these outputs, the final shift schedules are
prepared and integrated into the workforce management system.
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Figure 9.4: Interface of the shift scheduling program.

9.5 Verification and Validation

All the components of proposed solution system were tested individually to
ensure they worked properly. The classification algorithm was tested with
extreme cases, and consistency checks were made. Similarly, the forecast-
ing, queueing and shift scheduling models were verified by modifying the
parameters, such as arrival rates, and checking the output. These tests
ensured the results were logical, feasible, and consistent.

For validation, expert opinions were considered to ensure the models
matched real world needs. The classification algorithm was discussed with
company advisors to confirm alignment with operational requirements. Its
results were compared with historical data, and speed tests were performed
to ensure it produced outputs quickly and consistently.

The forecasting model was validated by checking that it captured the
main factors affecting call arrival rates and that its assumptions matched
real-world conditions. Model outputs were compared with past data, and
it was confirmed that inputs could be updated regularly to maintain accu-
racy. This ensured the forecasts were reliable enough to support the shift
scheduling system.

For the shift scheduling models; validation included calibration of pa-
rameters, adjusting key inputs such as available customer representative
limit or the limit of waiting time in the queue, and checking the stability
of the generated solution. The results indicated that the models worked
properly under varying input conditions and were reliable for practical use.

9.6 Integration and Implementation

All of the programs discussed in Section 9.4 are designed in a way that
ensures maximum ease-of-use and ease-of-implementation. Respective files
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and detailed user manuals are uploaded into a link that is provided by Hayat
Finans IT department. However, since information security is a heavily
regulated and critical issue for banks, the uploaded programs were installed
on a third-party computer that is not connected to the company’s internal
systems for the purpose of pilot study.

Pilot study is designed in such a way that the classification algorithms
are run with at least 20 calls of data each day, and the shift scheduling
models are run every Wednesday, when the call center team leader builds the
shift plan for the upcoming week. After one month of initial implementation,
the outcomes were reviewed to identify areas for improvement and to resolve
any faults in the systems. Key performance indicators (KPIs), such as
changes in response time and manual workload, were tracked and compared
before and after implementation to measure improvements. Furthermore,
feedback was gathered from industrial advisors to identify any areas for
further enhancement, ensuring the system was adjusted before full-scale
deployment.

Following the pilot study, the programs were finalized for full-scale de-
ployment based on the feedback and performance evaluations gathered dur-
ing the testing phase. All programs underwent an additional review by
the information security team to ensure compliance with internal policies.
The classification algorithms were implemented in collaboration with the
artificial intelligence team, while the forecasting and shift scheduling pro-
grams were integrated into the main workforce management software with
the support of the system development team. Following the deployment, all
programs were fully integrated into daily operations and are actively used
by the call center team.

9.7 Benefits to the Company

The proposed solution system provides tangible improvements in both com-
plaint classification and shift scheduling processes.

The classification algorithms significantly improved operational efficiency
during the pilot study. The time required to record a complaint decreased
by 32.7%, as cases were categorized instantly. Additionally, the error rate
in complaint classification decreased by 9.1%, leading to more accurate and
relevant task assignments to departments. Since the model continuously
updates itself with real user feedback, its classification accuracy is expected
to further improve over time.

The shift scheduling models enabled a better match between representa-
tive availability and hourly call demand. As shown in Figure 9.5, compared
to the manually prepared shift plan, the model-generated plan reduced the
total squared error between required and assigned representatives by 55.3%,
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indicating a substantial improvement in staffing efficiency. In terms of root
mean squared error (RMSE), the model reduced the hourly error from 7.07
to 3.78 representatives, corresponding to an average improvement of ap-
proximately 3.29 representatives per hour. As a result, the system supports
a more stable and responsive call center operation, especially during peak
hours.

Error Between Call Volume and Current Shift Plan Error Between Call Volume and Proposed Shift Plan

0.10 Call Volume
—— Proposed Shift Plan
Error

0 1 2 3 45 6 7 8 9 101112 13 14 15 16 17 18 19 20 21 22 23 0 1 2 3 45 6 7 8 9 101112 13 14 15 16 17 18 19 20 21 22 23
Hour of Day Hour of Day

Figure 9.5: Error levels for the current (left) and proposed shift plans.

9.8 Conclusion

The proposed solution system has addressed the key challenges faced by
Hayat Finans in its customer demand management processes. By intro-
ducing machine learning-based classification tools and optimization-driven
shift scheduling models, the project has provided the company with deci-
sion support mechanisms that improved operational efficiency and reduced
manual workload. Initial testing and validation efforts confirmed that the
system meets the company’s operational needs and expectations.

The programs have been fully integrated into the internal I'T infrastruc-
ture, and the system is now actively operating. Observations during the
deployment phase demonstrated that the algorithms adapt effectively to
real-time inputs and operational dynamics, supporting continuous opera-
tional improvements.
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Appendices

9.A M/M/s Queueing Model

Parameters
A: Arrival rate.

[: Service rate.

Py: The probability that the system is empty.

P.it.: The probability that a customer waits in the queue.

S

: Expected number of customers in the queue.
. Expected waiting time in the queue.

: Maximum acceptable expected waiting time in the queue.

Pyaip: Maximum acceptable probability of waiting.

Decision Variable

s: Number of servers.
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This model calculates the minimum number of customer representatives
required for each hour by modeling the call center as an M/M/s queueing
system. Constraints (9.6) and (9.7) ensure that both the expected waiting
time and the probability of waiting in the queue stay within the predefined
limits. A heuristic algorithm incrementally increases the number of servers
until the service level constraints are satisfied.

9.B Shift Scheduling Model

Parameters
a;: Requirement of hour .
Ry {1, if shift j covers hour ¢
0, otherwise
H: Hours, {0, 1, ...,23}.
S: Shift blocks, {1, 2, ..., 5}.
Decision Variables
xj: Number of representatives assigned to shift j.
y;: Total representatives working in hour ¢, where y; = > jes Rijx;.

Model

min Z z; (9.9)

JjES
JjeS
r; €Ly VjeES8 (9.11)

This model assigns representatives to predefined shift blocks to fully
meet the hourly staffing requirements determined by the queueing model.
It aims to minimize the total number of representatives needed while con-
straint (9.10) ensures that staffing levels in each hour are sufficient.

9.C Bounded Shift Scheduling Model

Parameters

a;: Requirement of hour 7.
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R 1, if shift j covers hour ¢
Yo, otherwise

H: Hours, {0, 1, ..., 23}.

S: Shift blocks, {1, 2, ..., 5}.

M: Maximum total number of customer representatives available.
Decision Variables

xj: Number of representatives assigned to shift j.

y;: Total representatives working in hour ¢, where y; = > jes Iij Tj.

Model

min Z (ai — Z R;; x]) (9.12)

icH jes

st Y x4, <M (9.13)
jeS
> Ryz;>1 VieH (9.14)
JES
r; €Ly YjES (9.15)

This model generates a feasible shift schedule when the number of avail-
able representatives is limited. It relaxes the strict requirement coverage
constraint and minimizes the total squared deviation between staffing needs
and actual shift assignments. Constraint (9.13) ensures that the total num-
ber of assigned representatives does not exceed the limit ands constraint
(9.14) ensures there is at least one representative is assigned for each hour.
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Ozel Emeklilik Sisteminde Katilimeci
10 Risk Profillerine Uygun Fon Seckisi
Olusturulmasina Yonelik

Derecelendirme Sistemi
Emeklilik Gozetim Merkezi

Proje Ekibi
Diyar Kaganarslan, Efe Deniz Karaaslan, Yigit Isik Kéymen,
Yener Doga Oncel, Osama Tafish, Tolga Yilmaz, Ezgi Zeybek

Sirket Danigmani Akademik Danigman
Hicran Aktas Cosar Doc¢. Dr. Cagin Ararat
Genel Midiir Yardimecist Endiistri Miithendisligi Boliimii
Ozet

Bu projenin amaci, bireysel emeklilik sisteminde katilimcilarin risk profi-
line 6zel bir fon derecelendirme sistemi gelistirmektir. Bireysel emeklilik
sisteminin basgarisi, katilhimcilarin dogru yatirim tercihleriyle emeklilikte tat-
min edici bir gelire ulagmasina baghdir. Mevcut sistemde katilimcilarin fon
secimi konusunda yeterli destek alamadigi tespit edilmistir. Mevcut de-
recelendirme kurumlarinin risk profiline 6zgii bir sistem sunmamasi ne-
deniyle, TOPSIS yontemi kullanilarak kigisellestirilmig bir fon 6neri mo-
deli geligtirilmistir. Modeli dogrulamak icin onde gelen derecelendirme
kuruluglarindan biri tarafindan yapilan fon derecelendirme sonuclar: ile
kiyaslama yapilmigtir. Modelin dogrulanmasina yonelik c¢aligmalara, EGM
nezdinde devam edilecektir. Ayrica, kullanicilarin erigimini kolaylagtirmak
amaciyla mobil uyumlu bir tasarim hazirlanmigtir.

Anahtar Sozciikler: Emeklilik Gozetim Merkezi, Bireysel Emeklilik Sis-

temi, Otomatik Katilim Sistemi, Finansal Uriin Analizi, Emeklilik Tasarruf
Yonetimi
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Rating System for Creating a Selection of
Funds Suitable for Participant Risk Profiles
in Private Pension System

Abstract

The aim of this project is to develop a fund rating system tailored to par-
ticipants’ risk profiles within the individual pension system. The success
of the pension system depends on participants making the right investment
choices to achieve a satisfactory retirement income. It has been identified
that participants currently receive insufficient support in selecting appro-
priate funds. Since existing rating agencies do not offer a system specific
to individual risk preferences, a personalized fund recommendation model
was developed using the TOPSIS method. To validate the model, a com-
parison was made with the fund rating results of a leading rating agency.
Validation efforts will continue under the supervision of EGM. Additionally,
a mobile-friendly design has been created to facilitate user access.

Keywords: Pension Monitoring Center, Private Pension System, Auto-
matic Enrollment System, Financial Product Analysis, Retirement Savings
Management

10.1 Company Information

Emeklilik Gozetim Merkezi (EGM), established in 2003, is responsible for
ensuring the secure and effective operation of Tiirkiye’s private pension
(BES) and automatic enrollment (OKS) systems. As of October 15, 2024,
BES and OKS have approximately 9.3 million and 7.6 million participants,
respectively. EGM operates as a private company with the Ministry of Trea-
sury and Finance and 16 pension providers as shareholders. As it mentioned
in Emeklilik Gozetim Merkezi (2024), its main revenue (90%) comes from
Monitoring Service Fees, with the rest from licensing exam fees for agents.

10.2 System Analysis and the Problem
10.2.1 System Analysis

EGM provides central monitoring service to both 17 million users and 15
companies with more than 400 funds and pension plans. EGM’s primary
goals are to ensure the secure and effective operation of the pension sys-
tems and to protect participant rights. Key operations include monitoring
pension companies, managing state contributions, rating fund performance,
handling complaints, and enabling system-wide data analysis. EGM collects
and consolidates data from pension providers, Portfolio managers, Central
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Securities Depository and Trade Repository of the Turkish Capital Mar-
kets, Takasbank, Reuters, and other data enablers to improve its oversight
and services.

10.2.2 Problem Definition

In the current system, there are 17 million users. It is hard to expect every
user in the system to have financial literacy. Furthermore, it is hard to keep
track of all 400 pension funds, and categorize and rank them for personal
preferences individually. EGM desires to create a supportive ranking sys-
tem that will facilitate the decision system for the users’ benefit. For this
purpose, the performance measures considered are fund return rates, par-
ticipant satisfaction, fund-switching frequency, and complaint volume. The
deliverable is a data-driven decision support tool that improves fund selec-
tion for users, increases overall system transparency, and enhances customer
satisfaction and at the end the overall success of the system.

10.3 Model and Proposed System
10.3.1 Conceptual Model

In this project, we aim to suggest to the users the best Pension Company
and best Pension Funds according to user’s expectations. For this purpose,
we create a rating system that will support each user’s decision-making
process in choosing the best company and fund according to their best
interests and preferences. We propose two different methods, offering two
different evaluation and ranking solutions for the different needs of users:
Company Rating System and Fund Ranking System. In addition to our
user interface design, we create a new efficient flow for users. This flow is
shown in Figure 10.1.

Entering The System

Choosing Your Risk
Profile via Survey

| ——

Choosing Pension

Choosing the Private Fund

Pension Company

Ty

Choosing Your Risk

Profile via Multiple
Choice.

Figure 10.1: Information Flow

10.3.2 Company Rating System

There are fifteen Pension Companies in Turkey. To objectively rate these
companies, we decided on several criteria. Some of these criterias are about
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the financial health of companies, and other criterias are about service qual-
ity. To calculate the financial health of the companies, we use financial
ratios. These financial ratios, determined based on the suggestions we re-
ceived from the company, are profitability, return on equity, economic prof-
itability, operating profit margin, current ratio, and debt-to-equity ratio. In
addition, we assign weights for each ratio with the expert opinion of EGM.
These weights are shown in Figure 10.2.
Debt-Equity Ratio

10% Profitability
20%

Current Ratio
10%

Operating Profit Margin
10%

Company’s Profit in the Relevant Year/Total Profit
20%
Economic Profitability
10%

Improvement in profit
20%

Figure 10.2: Weights of Ratios

In addition to the financial evaluation, we developed a second score to
measure customer satisfaction for each company. This customer satisfaction
score was designed based on a set of criteria mutually agreed upon with the
company. The criteria include both service quality and operational efficiency
indicators. However, as this collaboration is still ongoing, the final version
of the customer satisfaction score will be incorporated into the project in
the future.

Rather than combining the financial health score and the customer sat-
isfaction score into a single index, we chose to present both scores separately
to the users. This way, users will be able to view and evaluate both aspects
independently when making their fund selection decisions.

10.3.3 Determining User’s Risk Level

To determine users’ risk profiles, we developed a survey based on research
conducted by Ludens for the Pension Monitoring Center (Sarioglu and Basg,
2022). According to the scores obtained from the survey, users are catego-
rized into different risk profiles. Based on these risk profiles, specific weights
are assigned to each criterion in the Fund Rating System. In the survey,
the first seven questions assess risk capacity, while the Financial Literacy
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Checking Question measures risk perception. The weights assigned to each
criterion for each risk profile are presented in Table 10.1.

Risk Profile Sharpe Ratio (%) Value at Risk (%) Expected Shortfall (%) Gain-Loss Ratio (%)
Low Risk 15 35 40 10
Medium Risk 25 30 30 15
High Risk 35 25 25 15
Very High Risk 40 20 20 20

Table 10.1: Weight Distribution for Risk Profiles and Ratios

10.3.4 Fund Rating System

The personalized fund rating system was created according to the results
of the survey. Four main criteria were identified to evaluate the perfor-
mance of the funds: Sharpe Ratio, Value at Risk, Expected Shortfall, and
Gain/Loss Ratio. Additionally, from the work of Cheridito et al. (2006)
the chosen ratios satisfy all the properties of Monotonicity. These criteria
are as following: Each criterion’s weight is based on the survey, where the
risk capacity and risk perception of the user are assessed individually. The
Technique for Order of Preference by Similarity to Ideal Solution (TOPSIS)
was employed to objectively rank the funds. TOPSIS is a multi-criteria
decision-making method that ranks alternatives based on their distance to
an ideal best and an ideal worst solution. Furthermore, it was proven by
us that the TOPSIS method satisfies Pareto optimality; specifically, if al-
ternative B performs better than alternative A in at least one criterion and
is no worse in others, TOPSIS will rank B higher than A. In addition, we
use exponential averaging because monthly ratios were calculated for each
fund, but an aggregated ratio was required to apply the TOPSIS algorithm
(Carhart, 1997).

10.3.5 TOPSIS Method Formulation
Definitions
e 1;;: Score of alternative (fund) ¢ under criterion j.
e 7;;: Normalized value of x;;.
e w,;: Weight of criterion j.
e fii: The weighted score for alternative ¢ under criterion j.
e fi: The best (most desirable) value for criterion j among alternatives.

e fi: The worst (least desirable) value for criterion j among alterna-
tives.
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D;: Distance of alternative i from the positive ideal solution fj+.

D; : Distance of alternative ¢ from the negative ideal solution f;".

C;: Final TOPSIS score.

k,: Weight of time interval (month) for exponential weighting, where
n represents the given date.

t,: The number of months between a given date n and the current
date.

A: Constant that controls the rate at which weights decay. Larger
values of A lead to a steeper decline, making older data points less
significant.

® x;;,: Metric value of alternative ¢ on criterion j for the given date n.
Equations
e Normalization: v
m
>im1 x?j
e Weighted Score:

Jij = rij X w; (10.2)

Distance from Positive Ideal Solution:

n

Df = | (fi— 1) (10.3)

J=1

Distance from Negative Ideal Solution:

n

D= | (fi— 1) (10.4)

J=1

TOPSIS Score: .
Cy= ———"—— 10.5
D} + D; (10.5)
Formulation of Exponential Weighting:

kn =exp (=A X (t, + 1)) (10.6)
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Figure 10.3: Comparison of Monthly and Yearly Results by Star Difference

e Normalization of Weights:

ke = (10.7)

e Final Weighted Average:
Z Ig‘n X Tijn (108)

10.4 Validation

To validate our model, we have chosen one of the best known rating com-
pany. This company provides transparency by publishing the criteria used
in their fund ratings on their official website, and their results are accessible
through multiple platforms. Funds are evaluated according to these criteria
and ranked from highest to lowest. Based on this ranking, the top 10% of
funds are awarded 5 stars, the next 22.5% receive 4 stars, the following 35%
receive 3 stars, the subsequent 22.5% receive 2 stars, and the bottom 10%
are assigned 1 star.

For validation purposes, we adopted the same grading technique and
applied equal weights to each of our selected criteria. By doing so, we
ensured a fair and consistent comparison between our model’s results and
those of the independent agency. Following this approach, we conducted a
sensitivity analysis and obtained the results presented in Figure 10.3.

The matching results are summarized in the table below. As shown, the
percentage of funds with a perfect match (same star rating) is 28.6% for
both monthly and yearly analyses. Additionally, small deviations (1-star
and 2-star differences) cover a significant proportion of the funds, reflecting
a strong alignment between our model and the independent ratings.
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Percentage Table Monthly Yearly

Exact Match 28.6% 28.6%
1-Star Difference 40.9% 41.6%
2-Star Difference 20.6% 21.4%
3-Star Difference 8.1% 6.9%
4-Star Difference 1.8% 1.5%

Table 10.2: Monthly and Yearly Percentage Distribution

10.5 Integration and Implementation

EGM aims to build an integrated system that provides users with perfor-
mance data, past results, and rating scores for all currently active pension
funds. The goal of EGM is to offer customers access to a variety of statis-
tics and scores for all funds. Results gathered from our personalized rating
system, which utilizes the TOPSIS method, will be displayed within this
integrated environment, alongside more conventional rating methods such
as the Sharpe Ratio, Alpha value, and ratings provided by a reliable fund
rating agency.

Furthermore, we have designed a user interface, as shown in Figure 10.4,
for an application that will run independently and will be developed by pro-
fessionals within EGM, implementing the TOPSIS-based system we have
developed. In this application, users will be able to take a survey to de-
termine their risk profiles or select a profile from four predefined options.
After completing the survey or selecting a profile, users will be able to view
the company rating scores and the fund ratings personalized according to
their risk profiles. Users can search through the available funds and view
detailed information about each fund by navigating to the respective fund’s
page.

On these fund pages, separate scores for each criterion—such as Sharpe
Ratio, Value at Risk, Expected Shortfall, and Gain/Loss Ratio—can be
viewed. Additionally, the application will include features that enable users
to compare different funds and review the historical performance of each
fund. The dynamic rating system algorithm we have developed will be
embedded in the application, meaning that the ratings will be automatically
updated whenever EGM inputs the latest available data for the funds.

10.6 Benefits to the Company

This project has several possible contributions to the company. EGM aims
to provide guidance to all the participants and don’t want to use one ex-
clusive method. It wants to include different model and be as inclusive as
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Figure 10.4: User Interface

possible. Therefore, the company will benefit from our rating system since
the system consists of different criteria weighted according to the users’ risk
profiles, merging these criteria, that would normally be difficult for the gen-
eral audience to understand and in- terpret, into a simple final score that is
understandable for almost everyone

Executives of EGM are satisfied with the results of our project, since
the validation and verification steps yielded successful results. Compari-
son of the results of our rating system with relevant indexes for each risk
profile (BIST KYD DIBS for low risk, BIST100 RC10 for medium risk,
BIST100 RC30 for high risk, and BIST100 for very-high risk) turned out
high percentages of success. The top 10 suggestions resulted by our deci-
sion support system for four different risk profiles all had a 100% success
rate, meaning that our system’s top 10 suggestions had outperformed the
top 10 results of the relevant indexes in all four risk profiles. Also, the top
10 suggestions yielded by our rating system were all different for the four
different risk profiles. This shows that our project has indeed resulted in a
personalized rating system, which was desired by EGM from the beginning.
The performance of our decision support mechanism satisfied the company’s
expectations in terms of both accuracy and personalization.
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10.7 Conclusions

In this project, we developed a personalized rating system for EGM to
evaluate pension funds based on users’ risk profiles. By using the TOP-
SIS method and applying different weights according to the risk levels, we
created a system that gives simple and understandable scores for all users.
Additionally, project includes company rating measuring financial perfor-
mance of pension companies.

The results showed that our system worked successfully by outperform-
ing the benchmark indexes for all risk profiles. With this system, EGM can
now manage and update both fund and company ratings independently,
making it more flexible and less dependent on external agencies. Overall,
the project achieved its goals and provided EGM with a strong tool for
improving their services.
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1 1 Palet Ayak izi ve Arac igi

Dolulugunun Eniyilenmesi

Nestlé Tirkiye

Proje Ekibi
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Sirket Danigmanlari Akademik Danigman
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El¢in Kocaman, BT inovasyon
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Ozet

Cevreye duyarlilik ve stirdiiriilebilirlik ilkelerine odaklanan Nestlé, arag igi
dolulugunu artirarak sevkiyatlarindaki karbon emisyonlarini ve maliyet-
leri azaltmay1 hedeflemektedir. Proje kapsaminda Karacabey Fabrikasi'ndan
dagitim merkezlerine yapilan sevkiyatlarda kullanilan tir sayisinin en aza in-
dirilmesi amaclanmigtir. Bu dogrultuda, Kutu Yerlestirme Problemi temelli
bir matematiksel model iceren sezgisel bir yaklagim ve Acgozlii Arama ta-
banl bir sezgisel yaklagim gelistirilmigtir. Bu yaklagimlar kullanici dostu bir
karar destek sistemine entegre edilmistir. Geligtirilen bu sistem sayesinde,
yillik ortalama 163 tirin daha az kullanilmasiyla $144.260 degerinde maliyet
tasarrufu saglanmisg ve 33.385 kg karbon emisyonu azaltilarak 1.590 agacin
kurtarilmasina olanak taniyan bir yiik planlayicisi ortaya konulmusgtur.

Anahtar Sozciikler: Arag ici doluluk, Kutu Yerlestirme Problemi, sevki-
yat, karbon emisyonu.
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Optimizing Pallet Footprint and Vehicle
Loading

Abstract

Nestlé, focused on environmental sustainability and eco-conscious princi-
ples, aims to reduce carbon emissions in its shipments by increasing vehicle
capacity utilization. The project aims to minimize the number of trucks
used for shipments from the Karacabey Factory to distribution centers.
To achieve this, a Bin Packing Problem-based matheuristic and a Greedy
Search-based heuristic approach have been developed. These approaches are
integrated into a user-friendly decision support system. Through the devel-
oped system, an annual reduction of about 163 trucks has been achieved,
saving $144,260 in costs and cutting 33,385 kg of carbon emissions, which
is equivalent to saving 1,590 trees.

Keywords: Vehicle capacity utilization, Bin-Packing Problem, shipment,
carbon emission.

11.1 Company and System Analysis

This section discusses Nestlé’s brief history and description in Turkey, as
well as how the current system operates.

11.1.1 Company description

Nestlé, the world’s largest food and beverage company, operates nearly 500
factories worldwide. Nestlé’s first sales office in Turkey opened in 1909 and
its first chocolate factory in 1927. Today, the company offers 800 products in
seven categories in Turkey, with shipments distributed through four centers:
Bursa, Gebze, Ankara, Osmaniye (Nestlé S.A., 2024; Nestlé Tiirkiye, 2024).

Committed to environmental sustainability, Nestlé launched the Net
Zero 2050 project to reduce COsze emissions to zero by 2050. In 2018,
logistics-related emissions were 7.5 million tons, projected to reach 10 mil-
lion tons by 2030. By improving vehicle load efficiency, 0.4 million tons of
emissions could potentially be reduced (Nestlé S.A.; 2023).

11.1.2 Current system analysis

Nestlé Karacabey Factory operates a large-scale distribution network in-
volving stock transfers of finished goods. There are three different types of
stock keeping units (SKUs): short-light, short-heavy, and long. Long and
short-heavy SKUs cannot be carried on top of any SKU. On the other hand,
short-light SKUs can be carried on short-heavy and short-light SKUs.
Two types of trucks are utilized for shipments of these SKUs: tente (non-
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temperature controlled), and frigo (temperature controlled) trucks. SKUs
shipped in a tente truck can also be shipped in a frigo truck if necessary.
For every truck, 33 euro pallets fit on both of these trucks’ bases and if
the pallets’ height and weight are suitable, an additional floor can also be
arranged on top of the first floor. The logistics operation runs 24 hours a
day, with the factory preparing the pallets starting at midnight. The factory
has limited storage space; therefore, SKUs need to be shipped as soon as
possible. While the number of trucks shipped per day is 20-24 in regular
periods, this number may increase to 66 trucks per day due to the significant
increase in demand or extreme cases in the production plan. These types
of cases require careful scheduling to avoid delays and capacity issues.

11.2 Problem Definition

In accordance with the project scope, Nestlé’s domestic supply chain focuses
on maximizing vehicle capacity utilization (VCU) and reducing COqe emis-
sions for shipments from the Bursa Karacabey Factory to the distribution
centers in Bursa, Gebze, Ankara, and Osmaniye.

Shipment operations follow a weekly cycle. One week before production
begins, the production plan is finalized. At the end of the week, the weekly
shipment plan for the following week is prepared. The shipment plan must
be finalized within 22 hours of its receipt. Consequently, the total runtime
of the proposed solution approach does not exceed 22 hours.

The current human-dependent loading process lacks an automated load
planner to optimize pallet patterns, resulting in operational inefficiencies.
VCU experienced a year-on-year decline, dropping from 72.7% in 2023 to
71.6% in 2024. Therefore, the project aims to restore and improve those
utilization rates. Nestlé conducts an annual operation that involves ap-
proximately 70,000 to 75,000 pallets in total. This substantial amount of
pallet movement demonstrates the significant demand and operational scale
needed to fulfill Nestlé’s distribution goals across different regions. Effec-
tively managing the pallet pattern is crucial for logistics operations to en-
sure product safety and transportation efficiency. The goal is to achieve
an improvement in VCU by optimizing shipping processes to reduce COqe
emissions, which is crucial for supporting Nestlé’s sustainability goals.

11.3 Proposed Solution Methodology

This section describes the critical assumptions, major constraints, objec-
tives, solution approach, conceptual model, and mathematical model used
to solve the problem.
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11.3.1 Ciritical assumptions

SKU heights are assumed to be fixed, and truck shipment times are assumed
to be deterministic. Reliance on third-party logistics providers removes any
daily limit on truck availability. Furthermore, the loaded SKUs have the
same base dimensions as the base area of the pallets (80 cm x 120 cm),
ensuring complete coverage without overflow or unused space. SKUs rarely
fail quality control. Therefore, these cases are assumed not to occur. Finally,
since there are no rush orders, no emergency shipment occurs.

11.3.2 Major constraints

The solution approach incorporates several constraints that reflect real-life
regulations and operational restrictions. Certain SKUs can be stacked on
top of each other, while others cannot due to varying weight-bearing ca-
pacities. This information is used as a parameter based on company data.
For the solution approach, the bases of the trucks are divided into 33 equal
slots. In cases where the height and weight restrictions are met, an addi-
tional imaginary second floor inside the truck with 33 new slots is created
and the maximum number of slots that could be placed for both trucks
increases to 66. FEach SKU is assigned to a single slot. For SKUs on the
second floor, if an SKU is carried on another SKU, it gets the (i + 33)™ slot
on the second floor that is on top of the i" slot on the first floor.

11.3.3 Objectives

The aim of the project is to reduce carbon footprint and transportation
costs by decreasing the total truck usage while ensuring on-time delivery.
A solution approach with the objective of minimizing the number of trucks
used in shipments is developed. This approach increases the VCU rate and
reduces carbon emissions.

11.3.4 Solution approach

Given the extensive shipment history at Nestlé’s Karacabey Factory, we
analyzed historical data on VCU values, SKU dimensions, and truck speci-
fications. Using tools such as Excel, R, and Python, potential correlations
in the data are examined. A mathematical model based on the Bin Packing
Problem (BPP)was customized and implemented using integer program-
ming with the Gurobi solver in Python, which was later converted to the
open-source HiIGHS solver. As found in the literature review, BPP is NP-
Hard, meaning model runtime increases exponentially with the number of
SKUs. In extreme cases where the mathematical model could not provide
results within the required time frame, a Greedy Search Heuristic was de-
veloped as an alternative solution method.
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Although the model produced results within the time threshold, its run-
time was still impractical for frequent use. Two key improvements are pro-
posed to enhance performance. Initially, the stackability matrix used by the
model was highly complex. The stackability rules were revised to simplify
complexity by adopting category-based definitions (short-heavy, short-light,
long) instead of SKU-ID-specific stacking rules. Secondly, to reduce the fea-
sible region, the assignment of long SKUs to trucks early in the process was
prioritized. It is ensured that the total long SKU weights did not exceed
truck capacity, and stackability was preserved as long SKUs could not be
stacked on or under other SKUs. These significantly reduced the complexity
of the compatibility matrix and improved model performance.

During the pilot study, the Nestlé team introduced swapping flexibility
that allows changing the shipment destination of SKUs across different days
while keeping the shipment day fixed. In this approach, the total number of
each SKU sent to a specific destination must remain constant over the week.
However, the specific day they are sent to a particular destination can vary.
This is only permitted if the SKUs being swapped have the same SKU 1D,
ensuring SKU consistency. This swapping was not considered in the initial
phase of the solution approach. To adopt this valuable opportunity for op-
timization, the model was first updated to incorporate swapping. However,
the expanded feasible region made it impossible to obtain results within the
required time frame. As a solution, a swapping heuristic algorithm was de-
veloped that takes the model’s output as input and identifies beneficial day
swaps to reduce total truck usage. Since the final result is derived through
both mathematical modeling and heuristic adjustments, this approach is
classified as a matheuristic method. After observing promising results, the
swapping algorithm was also integrated into the Greedy Search Heuristic.

As a result, the solution approach in the decision support system consists
of construction and improvement steps. The construction step starts with
the mathematical model or the Greedy Search Heuristic. After the con-
struction step finishes, the swapping algorithm tries to improve the solution
as part of the improvement step.

While the Matheuristic generally produces better results, it requires
more computation time. Therefore, the system runs both approaches in
parallel. Since there is a trade-off between solution quality and runtime,
the decision support system leaves the final decision to the user to make it
more convenient.

11.3.5 Conceptual model

The load planning system requires two input types: fixed and variable.
Fixed information is provided to the model in advance. This information
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Figure 11.1: Schematic Representation

includes details of SKUs, compatibilities of SKUs, and truck type details.
These parameters are consistent across shipments, allowing them to be
reused for each run. However, when the company runs the system, two
variable inputs are required: SKU IDs with weekly shipment quantities and
their final destinations. These parameters need to be updated and taken as
input for each run.

Once all inputs are entered, the load planning system executes the so-
lution approach and outputs the number of trucks needed along with the
placement of each SKU within the truck. The representation of the entire
system can be seen in Figure 11.1.

11.3.6 Mathematical model

The mathematical model is in the appendix with explanations of the sets
and parameters, decision variables, objective function, and constraints.

As previously stated, the objective function is to minimize the number
of trucks used for weekly shipments. In addition, it incorporates a penalty
cost for loading SKUs into frigo trucks when they could instead be loaded
into tente trucks. This penalty discourages the overuse of frigo trucks, given
their higher costs and greater carbon emissions.

Constraint (11.1) ensures that each SKU is assigned exactly once to one
of the slots. Constraint (11.2) prevents long and short-heavy SKUs from
being placed in the upper floor slots. Constraint (11.3) implies that no
SKU can be put on long SKUs. Constraint (11.4) guarantees that there
is sufficient support for the SKUs placed on the upper floor in a truck.
Constraint (11.5) prevents overlapping or double assignment in a single
slot. Constraint (11.6) ensures that if an SKU is placed in a truck, that
truck is marked as used. Constraint (11.7) guarantees that the truck’s load
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does not exceed its limit. Constraint (11.8) ensures that each used truck is
assigned exactly one truck type. Constraint (11.9) ensures that SKUs that
need temperature protection can only be placed in frigo trucks, while other
SKUs can be placed in both frigo and tente trucks. Constraints (11.10),
(11.11), and (11.12) indicate that variables are binary.

11.3.7 Heuristic algorithm

The Greedy Search Heuristic begins by sorting SKUs in descending order
of height. It then prioritizes loading the long SKUs into the trucks in
groups of 33. After the maximum number of trucks are fully loaded with
33 long SKUs, firstly the remaining long SKUs and then the short-heavy
SKUs are placed onto the first floor of the trucks. If there is remaining
space on this first floor, short-light SKUs are also loaded. Subsequently, the
heuristic checks whether these short-light SKUs can be stacked on top of
other SKUs in accordance with the stacking rules. If stacking is feasible, the
heuristic places them accordingly. This process continues, assigning SKUs
to the truck until its capacity is reached. Once a truck is fully loaded, the
algorithm moves to the next truck, repeating this process until all SKUs are
allocated.

11.4 Validation

Validation of the matheuristic and the heuristic are carried out to check
the credibility of our solution approaches and to see whether they could
work in a real-life system. The validation is carried out using Nestlé’s de-
mand and supply planning data of February and March 2025. This data
provides detailed information on the SKU shipment, including the quan-
tity dispatched, the designated distribution center, and the corresponding
shipment date. Industrial Advisors (IAs) carefully reviewed how inputs
are handled, the type of outputs generated, and the overall structure of the
matheuristic and heuristic. After assessing these aspects, they confirmed its
validity, acknowledging that it accurately reflects the real-world dynamics of
the problem being addressed. This confirmation reinforces the reliability of
the approach and its applicability. The matheuristic and heuristic outputs
were compared to the historical data provided. The heuristic results were
very similar to the historical data, especially since the number of trucks
used in shipments was the same. However, the matheuristic’s results were
better than those observed in the current system. This finding suggests
that a theoretical improvement is achievable by the solution approach. For
example, based on the validation for February and March 2025, the aver-
age results in Table 11.1 are obtained, showing a direct improvement in the
number of trucks used and the VCU rate.
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Table 11.1: Validation summary

# of Trucks VCU Carbon Footprint

Current Plan (Nestlé) 110 71.6% 29,919.06 kg
Load Planner 97 73.04% 29,277.04 kg
Improvement 2.73% 2.01% 2.15%

11.5 Implementation and Pilot Study

Site visits were conducted at Nestlé’s Karacabey Factory and Bursa Distri-
bution Center to adapt the decision support system under real operating
conditions. The decision support system, developed as a Python-based
application with an HTML front-end, had previously been tested and con-
firmed to operate smoothly on Nestlé’s servers, meeting security and access
requirements. Feedback from the Transportation, Innovation, and Technol-
ogy teams was incorporated, and the finalized decision support system was
delivered for trial use, which was highly appreciated and deemed useful by
the TAs. The pilot study began on April 18, coinciding with the company’s
shipment planning day. Testing with shipment data from Weeks 16 and
17 of 2025 showed that the system provided a more efficient pallet pattern
than the current system, meeting expectations according to IAs and the
transportation team.

11.6 Benchmarking and Benefits

A comparative analysis is conducted between the current system and the
outcomes generated by the proposed load planner, utilizing historical ship-
ment data provided by Nestlé. One of the key performance indicators (KPIs)
considered in this analysis is the number of trucks used, as it directly re-
flects potential reductions in transportation costs and carbon emissions per
truck.

Table 11.2 summarizes the yearly impact of the project by projecting
weekly reductions over one year. Each KPI is calculated from the aver-

Table 11.2: Yearly Average Impact of the Project

KPI Value Anticipated Value
Number of trucks reduced 163 1,649
Carbon footprint reduced 33,384.71 kg 337,846.27 kg
Cost saved $144.,260 $1,459,906
Trees saved 1,590 16,091

123



age weekly savings observed after implementation, then multiplied by 52
to estimate the annual contribution. Initially limited to pilot tests at dis-
tribution centers, the project will soon expand to cover all Nestlé Tiirkiye
shipments, from factories to distribution centers and customers nationwide.
Based on company data, the projected yearly impact of full implementa-
tion, indicated as the anticipated value, shows substantial benefits for both
the company and the environment. This approach clarifies the long-term
economic and environmental benefits, highlighting the importance of con-
tinuous operational optimization for broader sustainability goals.

The project aims to reduce costs and carbon emissions while ensuring
on-time delivery within a 22-hour weekly time frame. To achieve this, a load
planner is developed for Nestlé to generate weekly load plans, featuring an
HTML-based decision support system designed for easy web deployment.
It allows users to upload shipment data, SKU info, and truck type data via
Excel files, which the heuristic and matheuristic use to generate efficient
load plans. The main page of the load planner can be seen in Figure 11.2.

Welcome to the Load Planner! Click

the run button to start the process.
' ”

=, .

Y| Upload Shipment Plan Upload SKU Info Upload SKU Truck Info

adedV g -

Shipment Template SKU Template: 'SKU Truck Info Template
iy~ L

-

Figure 11.2: Decision Support System Main Page

To improve user experience, a user manual is provided, accessible through
a red question mark icon at the top left corner of the page, offering a com-
prehensive step-by-step guide for using the load planner. After the user
uploads the Excel files and clicks the “Run” button, both the matheuristic
and the heuristic algorithm are executed simultaneously. The decision sup-
port system delivers the complete weekly load plan in a significantly shorter
time compared to the current operational time frame. Once the process is
complete, users can separately export the weekly load plans generated by
the matheuristic and the heuristic as Excel files using the export buttons.
Additionally, visual representations are provided to show how the pallets
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are arranged inside the truck according to the generated loading plan. The
results are displayed as in Figures 11.3 and 11.4.

Truck Visuals Truck Visuals
Truck 7 of 117 Truck 18 of 117

Figure 11.3: Truck Visual 1 Figure 11.4: Truck Visual 2

11.7 Conclusion

The project provides the Nestlé Transportation team with a significant op-
portunity to optimize vehicle utilization. By considering SKU types and
shipment quantities, the decision support system leverages a Bin Packing
Problem-based matheuristic alongside a Greedy Search Heuristic to allocate
SKUs within vehicles optimally. This system reduces human errors and pro-
cess inefficiencies. As a consequence, VCU is increased while the number
of trucks is reduced, thereby lowering both transportation costs and the
emitted carbon footprint.

At the end of this project, the annual reduction of 163 trucks has led
to a 33,384.71 kg decrease in carbon emissions, aligning with Nestlé’s en-
vironmental goals. These improvements also generate $144,260 in savings,
equivalent to saving 1,590 trees each year. VCU improved from 71.6% to
73.04%. In conclusion, the project not only boosts Nestlé’s financial perfor-
mance but also plays a crucial role in advancing its sustainability goals.
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Appendix: Mathematical Model

Table 11.3: Sets and parameters

Symbol Description

A Set of SKUs

B Set of available trucks

L Lower slots: {1,2,...,33}

U Upper slots: {34,35,...,66}
S
T

Set of all slots: LUU
Set of truck types: {frigo, tente}

w; Weight of SKU 1

Ci Category of SKU i; ¢; € {L, SH, SL}

0 1 if SKU i requires tente truck, 0 otherwise
Ct Capacity of frigo truck

Cy Capacity of tente truck

A Penalty parameter for frigo truck usage

Table 11.4: Decision variables

Symbol Description

zisp € {0,1} Binary variable indicating whether SKU i is placed in
slot s in truck b, where 1 € Z, s € S, b€ B

yp € {0,1} Binary variable indicating whether truck b is used,
where b € B

upt € {0,1}  Binary variable indicating whether truck type ¢ is used
for truck b, where b€ Band t € T

Objective Function

min Z Yo + A Z Up,frigo

. B B
Constraints ’e v
SN z=1 Viel (11.1)
beB seS
Zisp = 0, Vi €L, ¢; € {L,SH},
VbeB, VseU  (11.2)
Z Zi,s,b -+ ZZ]‘75+337[] S 1, Vb - B, VS € [, (113)
i:Cl'E{L} jGI
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Z Z Zi,s,b S

i:c;€{SL} s€U

§ E Zi,8,b

i:¢;€{SL,SH} s€L

E E W; * Zis.b S Cf * Up frigo + Ct * Up tente

i€l seS

E Up,t = Yb,

teT

E Zi,s,b S Up, frigo + 5@ * Up,tente;
seS

Zi,s,b € {07 1}7

Yp € {07 1}7
Ub7t € {O, 1},
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VoeB,VseS  (11.5)

Vbe B, VieI VseLl

(11.6)
Vbe B (11.7)
VbeB (11.8)
VieI VbelB (11.9)
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12 Personel Servisleri Durak
Diizenlenmesi ve Rota Eniyilemesi

Beko Pisirici Cihazlar i§letmesi

Proje Ekibi
Ece Aysoy, Yunus Emre Burca, Yaren Nehir Coban )
Amine Berra Igler, Mehmet Kerem Kaya, Atakan Oktem, Berfin Ozbek

Sirket Danigmani Akademik Danigman
Utuk Cetek Dr. Emre Uzun
Sosyal ve Idari Igler Uzmani Endiistri Miithendisligi Boliimi
Ozet

Bu projede, Beko Bolu Pisirici Cihazlar Fabrikasi'nin personel servis sistemi
icin bir eniyileme ¢oziimi sunulmaktadir. Calisan sayisinin vardiyalara ve
donemsel istihdama baglh olarak degiskenlik gostermesi, mevcut sistemdeki
servis rotalarinin verimsizligine yol agmaktadir. Beko Bolu Pigirici Cihazlar
Fabrikasi’'nda duraklarin konumunu yeniden belirleyerek ve rota yapilarini
sezgisel algoritmalarla eniyileyerek, arac sayisinda %32,69, toplam giinliik
maliyette ise %23,37 oranminda iyilestirme saglanabilmektedir.
Anahtar Sozciikler: Rotalama, durak yerlesimi, heterojen arag rotalama
problem (HVRP), personel tagimaciligi, siirdiiriilebilirlik.

128



Stop Rearrangement and Routing
Optimization of Employee Transportation

Abstract

This project presents an optimization solution for the personnel transporta-
tion system of the Beko Bolu Cooking Appliances Factory. Variations in
the number of employees due to shift schedules and seasonal employment
lead to inefficiencies in the current service routes. By redefining the loca-
tions of the bus stops and optimizing the route structures using heuristic
algorithms, it is possible to achieve a 32.69% reduction in the number of
vehicles and a 23.37% improvement in the total daily cost at the Beko Bolu
Cooking Appliances Factory.

Keywords: Routing, heterogeneous vehicle routing problem, dynamic
routing, employee transportation, sustainability

12.1 Problem Definition

Bolu Cooking Appliances Factory provides employee transportation through
52 routes operated by two different contracted companies, dividing the city
into two service regions (Sezer Proje, 2024). The system currently utilizes
a heterogeneous fleet composed of 25 buses with a 35-passenger capacity,
20 midibuses with a 27-passenger capacity, and 7 minibuses with a 16-
passenger capacity, serving a total of 181 designated stops. The factory
operates on a three-shift schedule: Shift A (00:00-08:00) with 240 employ-
ees, Shift B (08:00-16:00) with 1,200 employees, Shift C (16:00-00:00) with
800 employees, an additional standard shift (08:00-17:30) with 250 employ-
ees. The transportation planning primarily focuses on Shift B, during which
the majority of employees require transportation. Currently, transportation
planning is conducted weekly following the production plan, which dictates
assembly line schedules and employee allocation per shift. Based on this
information, vehicle assignments are manually adjusted by considering the
determined shift schedules, employee amounts and the vehicle occupancy
rates of the previous week. However, due to irregular and dynamic employee
behavior including variable attendance, changing shifts, and seasonal hir-
ing, demand fluctuates significantly. This creates challenges in maintaining
efficient transportation operations and results in underutilization of vehicle
capacities. Moreover, planning based solely on historical patterns is insuf-
ficient to respond to these variations. These inefficiencies lead to increased
operational costs, unnecessary fuel consumption, and higher carbon emis-
sions. In addition, current stop configurations are also based on historical
patterns and not optimized to the current workforce, 72.93% of stops have
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another stop located within a 500-meter radius, which is the maximum
walkable distance accepted by the company. The proximity of stops results
in overlapping service areas, increasing total travel distance and reducing
overall route efficiency.

12.2 Proposed Solution Strategy

To address the problem defined in Section 12.1, the solution strategy pro-
poses the restructuring of employee transportation through a mathematical
model that assigns stops and routes to vehicles of different types. Our ini-
tial priority was to develop and run a mathematical model using the data
provided by the company to generate an optimal routing plan. However,
due to the computational complexity and prolonged solution times, espe-
cially under high-demand scenarios, heuristic methods were also employed.
Critical assumptions were defined, and major constraints were incorporated
throughout the model development process.

12.2.1 Critical Assumptions

There are five critical assumptions considered during the development of
the mathematical model. Firstly, the routes serving rural areas are treated
as fixed due to limited infrastructure and the lack of alternative paths and
thus are excluded from the optimization process. Secondly, the travel time
and distance required for vehicle drivers to reach the first or last stop from
their homes are assumed to be out of the scope of the project. Thirdly,
once a vehicle departs from its first stop, it cannot return to pick up any
employee who missed the vehicle. In addition, the stopping time spent at
each stop is considered to be uniform, regardless of location or demand.
Lastly, it is assumed that weekly transportation demand remains stable,
with no significant fluctuations occurring throughout the week.

12.2.2 Major Constraints

The model incorporates several real-world operational constraints while gen-
erating feasible transportation plans. Each employee must be assigned to
a stop within a 500-meter walking distance from their residence, in ac-
cordance with company policy. The total duration of any vehicle’s route
is restricted to a maximum of 20 minutes to ensure timely arrival before
shift start times. Vehicle occupancy should not exceed a company-defined
threshold to accommodate potential fluctuations in demand. Furthermore,
the total number of available vehicles is limited to 52, which reflects the
current operational fleet size. Finally, each stop has a capacity limit based
on the company’s specifications.
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12.2.3 Objectives

The primary objective of this project is to minimize total employee trans-
portation costs, which consist of fixed rental fees for each vehicle and vari-
able costs calculated based on the distance traveled and the cost per kilo-
meter. The aim is to generate a weekly transportation plan that enhances
vehicle utilization through effective stop and route assignments.

12.2.4 Solution Approach

The project explores two distinct solution approaches: existing stops and
rearranged stops. Both approaches aim to support adaptability to changes,
such as seasonal workforce fluctuations, focusing on creating a more cost
effective routing solution through a Vehicle Routing Problem (VRP) model
(Toth and Vigo, 2014)

Existing Stops Approach retains the current set of stops with the flexi-
bility to eliminate redundant ones but without introducing new stops.

Rearranged Stops Approach offers flexibility by dynamically determining
stop locations based on employee addresses provided by the company. This
method is applied to the urban area of Bolu, defined within a polygonal
boundary, while rural routes remain fixed due to limited alternatives. A
500-meter radius, representing the company’s maximum allowable walking
distance, is used to generate a grid of candidate stop locations based on
street intersections and nodes obtained using the OpenStreetMap API. The
stop selection algorithm begins from the polygon edges and iteratively adds
stops to maximize area coverage with minimal overlap. Initially, 69 stops
were identified to ensure 100% coverage. A refinement step was then applied
to remove stops located within 500 meters of each other, reducing the final
number of stops to 65 while maintaining a near-full coverage ratio of 99.96%.
In the current system, there are approximately 100 stops within this area.
Rearrangement process resulted in a 35% improvement over the current
system.

To utilize these two approaches, according to the objective defined in
Section 12.2.3, a mathematical model aiming to minimize total employee
transportation costs is developed. Mathematical model provides the most
efficient routing arrangement for a given demand distribution of the stops
complying with travel time limitations, maximum walking distance, and
the capacity of each vehicle. In the next step, a Tabu Search heuristic
algorithm is developed to produce similar outputs in a near-optimal manner.
For verification and validation, real datasets provided by the Beko team
were utilized to evaluate the performance and applicability of the proposed
methods.

131



Figure 12.1: Current stops in the urban area covered by the polygon
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Figure 12.2: Rearranged stops in the urban area with 99.96% and 100%
coverage ratio respectively
Mathematical Model

We developed an extension of the Open Heterogeneous Fleet Vehicle Rout-
ing Problem to address the specific operational requirements of Beko (Sarik-
lis and Powell, 2000).

Index Set

e k€ K: Index set for all vehicles.

ke {1,2,...,M}: Vehicles of type m.
ke{M+1,M+2,...,N}: Vehicles of type n.

ke {N+1,N+2, ..., K}: Vehicles of type .

1,7 € V: V is the set of all stops, including starting stop 0.

Parameters

132



e f,.: Fixed cost of renting a single vehicle of type m.
e f,: Fixed cost of renting a single vehicle of type n.

e f;: Fixed cost of renting a single vehicle of type [.

e ()i: Capacity of vehicle of type k.

S: Average speed of vehicles.

e T Maximum allowable time for routes.

Decision Variables

0, otherwise.

yf = Load of vehicle k£ upon departing stop 1.

Model

¢m: Cost per kilometer for vehicles of type m.
cn: Cost per kilometer for vehicles of type n.
¢;: Cost per kilometer for vehicles of type [.

d;;: Distance between stop ¢ and stop j.

e;: Number of employees at stop i.

S {1, if vehicle k travels from stop 7 to stop 7,

M N K
min (fu D Y @b+ o Y, Y @A Y D

k=1 j#0 k=M+1 j#0
M N
£2.0.0 enldyal) + D DD ealday)
k=1 i#0 j#0 k=M+1 i#0 j#0
K

s.t.
Y afi=1, Vjev\{o},
kEK i#j
Y e <1, VieV\{o},
keK j#i

Zﬂf?j—zwﬁZO, VieV, keK,

i#j i#j
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doaf =Y ak <1, VjeV\{0}, VkeK, (125)

i i
o oab=1, VkeEK, (12.6)
jevi{o}
Y af=0, VkeK, (12.7)
1eV\{0}
> 2w =K, (12.8)
keK j#i
y =0, VkeK, (12.9)
v >+ (afe) — (L—2f)Q), VijeV,i#j keK,
(12.10)
>N abe, VieV\{0}, keKk, (12.11)
i#]
yr<Qp, VieV\{0}, k€K, (12.12)
> dyaf <TS, VkeK, (12.13)
1,j€V\{0}
o e{0,1}, yf>0, VijeV, kekK. (12.14)

The objective function (12.1) accounts for both the fixed and variable
costs associated with the operation of vehicles. The fixed costs consist of
the rental expenses for each vehicle type, while the variable costs represent
the operating expenses per km for each vehicle type. Constraint (12.2)
ensures that each stop is visited. Constraints (12.3), (12.4), and (12.5)
demonstrates that when a vehicle arrives at a stop it can either depart from
that stop or terminate at the stop since the model allocates its terminal stops
dynamically. Constraint (12.6) demonstrates that each route must start at
the depot. Constraint (12.7) ensures that there is no returning to the depot.
Constraint (12.8) ensures that K vehicles departs the depot. Constraint
(12.9) ensures that each vehicle start at the depot with no load. Constraints
(12.10), (12.11), and (12.12) ensures that each vehicle’s load remains within
capacity as it depart from a stop while also preventing the formation of sub-
tours. Constraint (12.13) demonstrate that total travel distance for any
route must not exceed the maximum allowable time. Constraint (12.14)
defines the domain of the decision variables.

Tabu Search Heuristic

A Tabu Search Heuristic algorithm is developed utilizing Python. The
heuristic begins by constructing an initial solution using a greedy method
that assigns stops to routes based on proximity, vehicle capacity, and time
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constraints (F.Glover and Laguna, 1997). Each route is associated with a
specific vehicle type from a predefined fleet, with different capacities and
cost structures. In each iteration, the algorithm explores the neighborhood
of the current solution by applying a set of moves aiming to improve the
current solution by balancing loads, reducing travel costs, and consolidating
or splitting routes where appropriate (Ceschia et al., 2011). Each move gen-
erates a candidate neighbor, which is evaluated using an objective function
that considers fixed vehicle costs, variable travel costs, penalties for under-
utilization, unvisited demands, and excessive vehicle usage. The algorithm
maintains a tabu list to prevent cycling back to recently visited solutions
(Misevicius and Valickis, 2004). A tabu move can be accepted if it leads to
a better solution than the current best solution. In the neighborhood eval-
uation phase, the algorithm selects the best non-tabu neighbor to replace
the current solution. The resulting implementations of Tabu Search Heuris-
tic, using two approaches, can be seen in Figure 12.3 with OpenStreetMap
routes between nodes.

Figure 12.3: Tabu Search Routes for Existing Stops and Rearranged Stops
Approaches

Verification and Validation of Mathematical Model and the Tabu
Search Heuristic

After developing the mathematical model, it was implemented in Python
using the Gurobi Optimizer to observe initial outputs and better under-
stand the model’s behavior. For the verification process, initial tests with
simplified data verified expected vehicle allocation patterns based on cost
efficiency. Further scenarios validated the model’s feasibility under differ-
ent capacity and time constraints. A pre-processing step was introduced
to handle cases where demand at a single stop exceeded vehicle capacity.
Lastly, the model was tested on actual demand distributions provided by
the company. The outputs met all criteria, including route feasibility, cov-
erage, and cost minimization. After verifying the model using the Gurobi
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Optimizer, we tested its performance on open-source solvers for potential
company use. However, none of the solvers yielded feasible solutions within
acceptable time limits, leading us to proceed with the Tabu Search based
heuristic algorithm. The heuristic algorithm was initially tested on small-
sized datasets representing extreme scenarios to verify its accuracy and en-
sure proper model behavior. After verification, it was applied to multiple
real datasets to evaluate the practicality of assumptions and the quality
of the results. The validation process involved comparing the algorithm’s
outcomes against real demand data and the existing routing plan provided
by the company. Our objective was to generate a routing plan that satisfies
demand using fewer vehicles by improving vehicle utilization and reducing
the number of stops. Both the methodology and the results were reviewed
and validated along with our academic and industrial advisors.

12.2.5 Implementation and Pilot Study

A Decision Support System (DSS) is delivered to Beko Cooking Appliances
Factory to support dynamic vehicle routing planning. The system enables
the company to generate and update employee transportation routes based
on address changes. It is tailored for use by the HR team, allowing them
to enter, update, or upload employee addresses. The address entry module
includes an intelligent search bar powered by the Google Places API, which
autocompletes address entries similarly to Google Maps. Once an address
is selected, it is automatically geocoded using the Google Maps Geocod-
ing API, and a static map image is displayed via the Google Maps Static
Images API for visual confirmation. Each address is saved in the internal
database, linked to the corresponding employee. In addition to that, we
have added a bulk upload button to our user interface. When this but-
ton is clicked, the system prompts the user to select a file containing the
company’s employee addresses. Upon selection, the system processes the
uploaded file and generates an updated version. The file is processed au-
tomatically: addresses are extracted, converted into geographic coordinates
using the Geocoding API, and visualized with map images retrieved from
the Static Maps API. Finally, the processed data, including the addresses,
their corresponding coordinates, and the associated map images, is saved
as a new Excel file and added to database. This functionality ensures that
the most recent and accurately Geo-coded address data is stored in a struc-
tured format. Once the addresses are processed, they are assigned to the
nearest bus stops using a built-in allocation algorithm. Each employee is
matched to the closest available stop based on proximity, which ensures
routing accuracy and efficiency.

The system also supports scenario management by enabling users to
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revisit and visualize previously generated transportation plans. Each vehi-
cle’s route is recorded and stored, providing detailed tracking and allowing
comparisons over time. Route optimization can be conducted for differ-
ent companies, offering flexibility. Users can define planning parameters,
such as maximum route duration, before initiating the algorithm. Addi-
tionally, the integrated budget planning feature allows for the estimation
of total transportation costs based on selected scenarios. The feature also
enables incremental demand updates by distributing new employee alloca-
tions proportionally to previous employee distributions. As part of this
process, the system performs a cost analysis, reporting both absolute and
percentage-based increases in overall transportation expenses resulting from
the anticipated rise in demand. DSS can be found in Appendix 12.2.7.

Following the system development, we conducted a demonstration with
the industrial advisor and received feedback to further improve the usability
of the user interface before the pilot study. The pilot study was carried out
in April 2025, utilizing a single vehicle on a designated route assigned by
the DSS. Performance metrics were then analyzed and evaluated.

12.2.6 Benchmark and Benefits

The benchmarking strategy evaluates the system’s impact by performing
scenario analyses and comparing key performance metrics with existing data
provided by the company. Five key metrics are used to compare Beko’s cur-
rent system with the DSS: transportation cost per employee, transportation
cost per kilometer, vehicle utilization rate, average travel times per route
and carbon emissions per trip. Improvement rates on average can be seen
in Table 12.1.

Current system utilizes 52 vehicles, routes span 369.21 kilometers, and
costs 19,535.29 TL per day. Running Tabu Search Heuristic on current
stops results in 40 vehicles, spans 336.82 kilometers and yields 17,213.43
TL daily cost. Rearranging stops and then running Tabu Search Heuristic
results in 35 vehicles, spans 295.6 kilometers, and yields 14,971.1 TL daily
cost, achieving a 11.88% and 23.37% cost reduction, respectively. These
improvement in operational efficiency is a direct result of the new routes
and resource allocation, leading to smoother and more reliable workflows
across the company.

12.2.7 Conclusion

This project aims to develop a decision support system that will provide
a weekly transportation plan for Beko Bolu Cooking Appliances Factory.
The DSS uses employee addresses, stop locations, vehicle capacities, and
travel time limits as inputs and runs a routing model supported by a Tabu
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Table 12.1: Improvement Rates

Existing Rearranged
Stops Stops
Decrease in Number of Vehicles — 23.08% 32.69%
Decrease in Transportation Cost 8.86% 20.66%
per Employee
Decrease in Transportation Cost 2.23% 3.03%
per Kilometer
Increase in Average Vehicle Uti- 14.42% 25.85%
lization Rate
Decrease in Total Travel Time 7.36% 18.12%
Decrease in Carbon Emissions 7.47% 19.52%

Search Heuristic to generate cost-efficient transportation routes. The system
features a user-friendly interface, which allows individual or bulk address
entry and automatically assigns each employee to the nearest stop. The
system processes the address data using Google APIs to obtain geographic
coordinates and map visuals, and stores the results in a structured format
for route planning. The DSS evaluates two approaches: using existing stops
and rearranged stops. For both approaches, the heuristic model determines
vehicle assignments and routing solutions while satisfying constraints such
as vehicle capacity, maximum travel time, and stop coverage.

As a result, the DSS is expected to deliver weekly transportation plans
that reduce operational costs, decrease the number of vehicles, and improve
vehicle utilization. It provides a scalable and sustainable tool that supports
dynamic workforce changes and contributes to Beko’s operational efficiency
and environmental goals.
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Appendix: Decision Support System

XX Beko Routing Interface

Select an option:

| want to explore previous routes
| want to create a new route

Budget Planning

Exit

Figure 12.4: Main Page of DSS

e Cost Comparison Summary:

Base Scenario:

- Total Cost: 3216.13

« Fixed Cost: 3000.00

« Variable Cost: 216.13

« Vehicles Used: bus (25), midibus (5)

Increased Scenario:

« Total Cost: 3461.08

« Fixed Cost: 3200.00

« Variable Cost: 261.08

« Vehicles Used: bus (25), midibus (7)

Cost Changes:
« Absolute Increase: +244.95
- Percentage Increase: +7.62%

Figure 12.5: Budget Planning Page Notification of An Example Routing
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Google Maps Address Search & Employee Management

Enter Address:

Bolu, Bolu Merkez/Bolu, Tiirkiye

Bolu, Bolu Merkez/Bolu, Tiirkiye
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Figure 12.6: Adding Address Page for the Word ‘Bolu’
[ NON ] Route and Cost Settings
Select Company:

Company 1 (Sari)
Company 2 (Kirmizi)
© Without Company

Variable Cost (Minibus):
Variable Cost (Midibus):
Variable Cost (Bus):
Fixed Cost (Minibus):
Fixed Cost (Midibus):

Fixed Cost (Bus):

Max Route Duration (minutes):

Create Routes

Figure 12.7: Company and Parameter Selection
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Personel Tasima Sistemi 13
Eniyilemesi

Enerjisa

Proje Ekibi
Emre Batin Arslan, F. Bilge Aygiin, Utku Biiytikbayraktar,
Zeynep Kose, Siikran Kurses, Nima Najafi, Yunus Berk Tektas,

Sirket Danigmanlari Akademik Danigman
Volkan Umar ve Sibel Kesgin Do¢. Dr. Firdevs Ulus
Endiistri Miithendisligi Boliimi

Ozet

Hibrit ¢aligma sistemine sahip Enerjisa’nin personel tagima sistemi, arag do-
luluk oranlarindaki degiskenlik gibi nedenlerle ¢esitli verimlilik sorunlariyla
karg1 karsiya kalmistir. Bu proje, toplam seyahat mesafesinin azaltilmasi,
kullanilan ara¢ sayisinin diigtiriilmesi, maksimum yiirtime mesafelerinin
sinirlandirilmasi ve giizergah dengesi saglanarak adil ve caligan mem-
nuniyetini artiran bir yapi olusturulmasini hedeflemektedir. Bu amagla,
Karma Tamsayill Dogrusal Programlama (MILP), kapasiteli kiimeleme
ve sezgisel iyilestirme yaklagimlarini bir araya getiren bir ¢oziim yontemi
gelistirilmigtir. Olugturulan model, operasyonel kisitlarla uyumlu, esnek ve
etkili glizergah planlamas1 saglayan kullanici dostu bir Karar Destek Sis-
temi’'ne entegre edilmistir.

Anahtar Sozciikler: Personel tasimaciligi, giizergah optimizasyonu, ARP,
sezgisel yontem, matematiksel modelleme.
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Optimization of Personnel Transportation
System

Abstract

Hybrid working model led to various inefficiencies in Enerjisa’s personnel
transportation system, mainly due to fluctuating vehicle occupancy rates.
This project aims to reduce total travel distance, minimize the number of
vehicles used, limit maximum walking distances, and ensure route balance
to promote fairness and enhance employee satisfaction. To achieve these
goals, a solution approach combining Mixed Integer Linear Programming
(MILP), capacitated clustering, and improvement heuristics was utilized.
The resulting model was integrated into a user-friendly Decision Support
System that enables flexible and effective route planning in compliance with
operational constraints.

Keywords: Personnel transportation, route optimization, VRP, improve-
ment heuristics, mathematical modelling.

13.1 Company Information

Enerjisa, established in 1996, is Turkey’s leading electricity company, spe-
cializing in distribution, retail sales, and customer solutions. It serves
around 10.7 million customers across 14 provinces and three distribution
regions, reaching approximately 22 million people. With over 11,000 em-
ployees, Enerjisa focuses on delivering innovative, tech-driven, and sustain-
able solutions such as energy efficiency services, solar installations and EV
charging stations (Enerjisa, 2024).

13.2 System Analysis

The current transportation system has 27 vehicles, each with a capacity of
15 passengers, serving approximately 480 registered employees commuting
to Enerjisa headquarters in Atasehir, Istanbul. The vehicle routes cover
Europe and Asia sides as well as Izmit, however, since not all the employees
commute to work everyday due to hybrid schedules, the vehicle capacities
were being underutilized and resulted in an average daily occupancy rate
of 38.6%. The company currently utilizes Google Maps to assess employee
walking distances to the vehicle stops. Company considers a walking dis-
tance radius of 500 meters is acceptable while it can be extended up to 750
meters in some cases where the route layout poses challenges in terms of
accessibility.
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13.3 Problem Definition

The inefficiencies in the employee transportation system originates from not
fully utilizing the vehicle capacities due to the hybrid work model while still
dealing with the associated costs of operating these partially full vehicles.
To obtain resource efficiency and cost effectiveness while handling daily
fluctuating occupancy, the company requires some adjustments on route
and transportation stop planning.

While calculating the associated cost of traveling, whenever an adjust-
ment is done in the existing routes, the cost is regarded proportional to the
changes in kilometers. However, if a new route is needed, it is affected by
numerous variables, including the endpoint of the route and the passage-
ways involved. There is no fixed cost formula for this calculation which
adds complexity to route planning, especially when addressing new route
demands or modifications.

Some additional constraints of the problem are as follows. The employee
vehicles avoid side streets and prefer specific main stops, they refrain from
stopping on the E80 motorway and use only bus stops on the D100. The
company also has a rule against picking up or dropping off employees on
the highway for safety reasons. Such restrictions lengthen some routes and
increase walking distances to stops, which can impact employee satisfac-
tion. Moreover, individual travel times are not tracked, and only the total
travel time of each route is prioritized. As a result, the goal is to increase
vehicle utilization by reducing walking distances to stops and minimizing
total travel times, thus ensuring the system operates efficiently even under
fluctuating vehicle occupancy.

13.4 Proposed Solution Strategy
13.4.1 Ceritical Assumptions

e Shuttles begin their travel from and end their travel at the main office
building in Atagehir (node 0).

e Every employee is assumed to use the shuttle service on a daily basis
and every employee is assigned to exactly one bus stop.

e In the event of an employee’s absence on a predetermined route, the
driver can adjust the route based on their prior knowledge and expe-
rience.

e There are no stops on the E80 highway, and on the D100.

e Time deviations are outside the scope of the project model.
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e Travel costs are directly proportional to the distance of routes. There-
fore, instead of considering a budget constraint, we focus on minimiz-
ing travel distance which minimizes related travel costs.

e Different vehicles can visit the same bus stop.

e Maximum allowable walking distance is assumed to be 750 meters.

13.4.2 Major Constraints

According to company regulations and restrictions, the following constraints
need to be considered:

1. The number of shuttle buses is currently 27. Hence, we are allowed
to use a maximum of 27 shuttle buses.

2. Every employee should be assigned to exactly one bus stop.
3. Shuttle buses are required to start and end their routes in Atasehir.

4. The shuttle bus capacity cannot exceed the passenger seat number of
the shuttle bus, ensuring no employee is permitted to travel standing.

5. Each bus currently has a capacity of 15, but this was increased to 25
to improve occupancy rates. Based on personnel data (mean p = 17.4,
standard deviation o = 7.4), and using the formula p+z-o with a 95%
confidence level (z &~ 1.96), the estimated capacity is approximately
30, which serves as an upper bound. However, after discussions with
the company and considering the new occupancy rate of ~ 60%, the
maximum number of passengers per bus has been set to 25 to ensure
seating for all employees.

13.4.3 Objectives

The project’s objective is to minimize the total travel distance of vehicles
to ensure more efficient routes, reducing overall costs as well as employee
commute times. This objective also offers fairness among employees by
ensuring more balanced commute times. Our desire extends to improve
employee satisfaction by providing a comfortable and timely transportation
experience, reducing difficult routes. Data-driven decisions supports flexible
and precise determinations of routes, stops, and capacities through in-depth
data analysis.
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Figure 13.1: Capacitated K-Means Clustering Locations
13.4.4 Solution Approach and Conceptual Model

The conceptual model provides an abstraction of the solution approach for
optimizing Enerjisa’s personnel transportation system. The first phase is
identifying the potential vehicle stops. Initially, we started with 14,912
IETT bus stops, which is a large number to solve VRP when fed into the
MILP model. To address this issue, we developed a stop elimination al-
gorithm which eliminates a large chunk of the IETT stops based on the
set of employees. Our approach was to first set a 500 meter radius around
each employee address. Then, among the IETT stops left in the radii, we
first eliminated the stops serving a single employee, as they would be inef-
ficient. We then merged the stops that serve either the same or similar sets
of employees into one, which left us with 312 stops at the end. Finally, we
have combined this with the addresses of each of the 481 personnel and the
Atasehir office to get a final stop list of 793.

After determining the potential bus stops, the second phase is utilizing
capacitated K-means clustering, which limits each cluster to a maximum of
40 employees. In this approach, the personnel addresses would be divided
into a minimum number of clusters to be solved by running the VRP model
which is the third phase of the problem with the goal of reaching a better
runtime result. The potential set stops from the algorithm also get clustered,
and fed into the VRP along with the employee clusters as inputs.

13.4.5 Mathematical Model
Table 13.1: Sets

Sets Description

S={0,1,...,Smaz} Set of potential stops where index 0 repre-
sents office building in Atasgehir
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E={1,... mnae} Set of employees
V={1,..., Ynaz} Set of vehicles

Table 13.2: Parameters

Parameters Description

d;j Distance between stop ¢ and stop j

Wie Walking distance between stop ¢ and employee e

C=25 Capacity of each vehicle

a =750 m Maximum allowed walking distance for employees to a
stop

Table 13.3: Decision Variables

Decision Variable Description

B {1 if stop ¢ is used by vehicle v

Tip = ) Binary wvariable indi-
0 otherwise cating if stop 7 is used
by vehicle v
1 if vehicle v travels from stop
Yijo = to stop J Binary variable indi-
0 otherwise cating if wvehicle v
travels from stop 7 to
J
1 if employee e is assigned to stop ¢
Tiew = by vehicle v Binary variable indi-
0 otherwise cating if employee e is
assigned to stop ¢ by
vehicle v

Binary variable indi-
cating if vehicle v is
used in the solution
Uiy Occupied capacity of
vehicle v after leaving
stop ¢

1 if vehicle v is used
Zy = .
0 otherwise

mmzz Zd”ymv (131)

i€S jeSveV
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s.t. Z Toy = Z 2y (13.2)
veV veV
> Yikw = Thw Vke S, veV (13.3)
€S
> Yk = Tho VkeS veV (13.4)
jeSs
Yiiw =0 Vie S,YveV (13.5)
Tiev < Ty Vie S,YveV,Vee E (136)

1
Z Yijv > 6 Znev Vie S \ {0}, veV (137)
jeS\{o0} eck
Yijv < Ty Vi,j € S,Yv eV (138)
Tiv < Zy Vie SSYveV (139)
YN Tiew=1 Ve € E (13.10)
€S veV
Y>> Tiew<C Yo €V (13.11)
i€S eeE
>z <27 (13.12)
veV
Toew =0 YVee BE,veV (1313)
Ui = Uiv = Y Tjeo — C(1 = yijo)  Vi,j € S\{0},i#j,veV (13.14)
ecE

> Tjew < g0 Vi e 5\ {0}, v € V (13.15)
eckE
Ujp < C Vi e S\ {0}, veV (13.16)
WieTjer < Vie S,ee ENveV (1317)
Tiv, Yiju, Tievs 20 € {0, 1} Vi,j € S,Yv € V (13.18)
Uiy > 0 and integer Vie S,Yv eV (13.19)

To further improve the model performance, three heuristics (Large Neigh-
borhood Search (LNS), cross-exchange, and single node relocation) were
applied sequentially. While cross-exchange and relocation did not yield im-
provements in this specific case, they showed significant gains in many other
trials and are expected to perform well when the company utilizes the DSS.
Since these post-LNS heuristics add virtually no computational burden, we
chose to keep them in.

13.4.6 Runtime Analysis and Improvement Heuristics

A preliminary runtime analysis was conducted to evaluate the MILP model’s
efficiency under different problem sizes. As the number of stops and em-
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Objective LNS Cross-Exchange Relocation Final Total Objective Overall Improvement (%)

Solution Found 817.63 km 817.63 km 817.63 km 817.63 km 12.32%
Iteration 3597 1 1 - -
Improvement Found? Yes No No - -

Table 13.4: Optimization Process Results

ployees increased, the runtime increased significantly. To ensure feasibility,
a 30-minute time limit per cluster was selected as an effective trade-off
between runtime and solution quality. Following the initial optimization,
improvement heuristics were utilized in the solution to improve the initial
results obtained from the VRP model, as the runtime limitations of VRP
only allowed us to progress only up to a certain point. Therefore, we have
decided to utilize post-improvement heuristics so as to refine the solution
and achieve better results in terms of total travel distances.

13.5 Validation

To ensure the credibility and practical applicability of the model, a compre-
hensive validation process was conducted by comparing the outcomes of the
optimized system with Enerjisa’s current transportation framework under
similar conditions. In this validation, the model was run by using the com-
pany’s existing stop and route structures. The walking distance constraint
was relaxed, and it was assumed that each employee would walk to nearest
available stop.

Running the model under these conditions, the total travel distance
ended up being 715.5 kilometers. This is highly comparable to the com-
pany’s current total route distance of approximately 712 kilometers. It
should be noted that the latter figure is calculated by Google Maps dis-
tances, whereas the model utilizes OSRM based on OpenStreetMap data
which is also the reason why the two numbers are not the same. These
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Figure 13.2: Route Lengths
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results demonstrate that the model is capable of replicating the company’s
current solution and confirm that the company solution is in fact a subset of
all the solutions the model can produce, which provides a solid foundation
for further optimization efforts.

13.6 Results and Benefits to the Company

The primary benefit is the reduction in travelled distance that helps to save
costs in terms of fuel and other operational costs. The project tries to as-
sist the employees by reducing their traveling times and walking distances
along with increasing fairness in the system. Second, it enhances the overall
resource efficiency by avoiding under-utilization of vehicles. Another very
important benefit would be the realignment of the transportation system
toward the sustainability goals of Enerjisa through fuel consumption and
reduced carbon emissions. The solution framework and model developed
under this project might form a very strong basis for scaling up and adapt-
ing similar optimization efforts in other operational areas of Enerjisa. These
models are integrated into the developed DSS and offer a user-friendly route
management platform to Enerjisa. It also enables proper decision-making
regarding resource allocation and ensures smooth adaptation in case of fluc-
tuation in workforce attendance.

13.7 Benchmarking

Unlike the current company system, proposed system serves all 481 employ-
ees using four fewer vehicles, reducing the number of vehicles from 27 to
23, and ensuring that no employee walks more than 750 meters. In con-
trast, up to 265 employees in the current company system walk more than
this distance. The average walking distance has been reduced to approxi-
mately 360 meters, route lengths have been balanced, and a fairer system
has been offered in terms of employee satisfaction. Supported by heuristics
such as LNS, Cross-Exchange, and Relocation, the model contributes to En-
erjisa’s goals of operational efficiency and sustainability, while empowering
decision-making through a user-friendly DSS.

13.8 Decision Support System

The DSS, implemented in Python, features three main functionalities: reroute
optimization and adding/deleting a single employee. In reroute optimiza-
tion, the input Excel file with employee locations is used to solve VRP
from scratch. The company can adjust key parameters like vehicle capac-
ity, number of vehicles, and walking distance before optimization. The add
employee button, if the bus capacity and walking distance criteria are met,
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uses a heuristic to assign an employee to the nearest route. Similarly, the
delete employee button takes out an employee by a heuristic. The output is
provided in Excel format, with detailed assignments and route information.

13.9 Conclusion

The project optimizes Enerjisa’s personnel transportation system, reducing
travel distances, operational costs, and improving resource utilization. By
applying mathematical models and heuristics, the solution reduces walking
distances and enhances employee satisfaction. The user-friendly decision
support system offers real-time route management and flexibility, ensuring
efficiency even with fluctuating workforce attendance. This framework can
be scaled for other Enerjisa regions.
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Sports International Miisteri 1 4
Sadakati Arttirma Stratejileri

Sports International

Proje Ekibi )
Aziz Can Adigiizel, Goksun Ural Camurdan, Omer Erdogan,
Elif Hamurculu, Eren Ozyigit, llgin Sulu, Sine Vural

Sirket Danigmanlari Akademik Danigman
Hakan Oztiirk, Genel Miidiir Prof. Dr. Savag Dayanik
Kenan Aydugan, Bilgi Teknolojileri Endiistri Miithendisligi Boliimi

Midiiri

Kiibra Bircan Aygiin, Biitce ve
Raporlama Uzmani

Ozet

Proje, Sports International’a ait ge¢mis ve mevcut miisteri verilerini ana-
liz ederek, tyelik sozlesmelerinin yenilenme olasihgm etkileyen kaliplar
ve faktorleri belirlemeyi amaclar. Uye davramsglar ve kullamm metrikle-
rinden elde edilen 6nemli iggoriiler ile bir Makine Ogrenme algoritmasi,
Lojistik Regresyon kullanilarak, sozlesme yenileme oranini anlamhi sekilde
artirabilecek stratejiler onerilmektedir. Elde edilen bulgular, miigteri sa-
dakatini ve elde tutma oranini artirmaya yonelik hedef odakli pazarlama
caligmalar: geligtirilmesine katki saglayacaktir.

Anahtar Sozciikler: Veri Analizi, Miigteri Sadakati, Miigteri Kayb1 Tah-
mini, Pazarlama Stratejileri, Sistem Iyilegtirme, Spor Kompleksi, Sozlesme
Yenileme, Uye Davraniglari, Veri Modeli
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Sports International Customer Retention
Strategies

Abstract

This project focuses on analyzing the past and current customer data of
Sports International to identify patterns and factors that influence the like-
lihood of renewing contracts. By leveraging key insights from member be-
havior and usage metrics and the utilization of the Machine Learning Al-
gorithm, Logistic Regression, we propose a model to enhance the strategy-
making system that can significantly increase the renewal rate. The findings
will help to create targeted marketing efforts to improve customer retention
and loyalty.

Keywords: Data Analysis, Customer Loyalty, Customer Churn Predic-
tion, Marketing Strategies, System Improvement, Sports Complex, Contract
Renewal, Member Behaviors, Data Model

14.1 Company Information

Sports International is a leading fitness and wellness club chain in THirkiye,
established in 1994 and operated by Bilkent Holding. It has 9 modern
clubs located in major cities including Ankara, Istanbul, Izmir, and Mersin.
The company provides a wide range of services such as gym and cardio
areas, swimming pools, tennis and squash courts, group fitness classes (like
yoga, pilates, spinning, and Zumba), personal training, and spa facilities.
Its service system focuses on combining high-quality infrastructure with
professional staff to promote a healthy lifestyle for all age groups, including
tailored programs for children.

14.2 Current System Analysis

In Sports International’s current system, the Sales Department’s tasks in-
clude calling current members for feedback regarding facilities, reaching out
to possible members through customer references, data collected at com-
pany’s events, etc., and reaching out to ex-members to see if they would
be interested in rejoining (Ozdemir, 2024). The current system involves
manual and unsystematic outreach to both existing members and poten-
tial customers. The Sales Team does not have a data-backed prioritization
method. Calls to current and potential members are carried out without
clear prioritization or insights, leading to excessive and inefficient outreach.
This inefficiency results in wasted time and resources on low-priority leads
and missed opportunities with high-potential ones. The database is not
fully utilized to assess customer behavior and since the company does not
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perform data analysis, no enhancement in the system is made through the
years.

Sports International is seeking a system improvement and enhancement.
The membership retention and acquisition processes can be enhanced by
adopting a systematic, data-driven approach. The goal is to implement
a robust system for prioritizing outreach efforts based on insights derived
from structured data analysis, ultimately improving member retention and
new member acquisition. This goal is accessible through an extensive data
analysis process focusing on churn prediction.

14.3 Data Analysis Methodology

Effective data analysis enhances decision-making and customer retention by
uncovering patterns in customer behavior (de Medeiros et al., 2020). Ex-
ploratory Data Analysis (EDA) is a critical first step, involving data clean-
ing, visualization, and correlation analysis to guide model selection and fea-
ture engineering (Sabbeh, 2018). Logistic Regression remains a popular and
interpretable model for binary classification tasks such as churn prediction.
(Sabbeh, 2018) used Logistic Regressionalongside other machine learning
models on customer data enriched with usage patterns and membership de-
tails, achieving 86% accuracy. The study emphasized preprocessing steps
such as binary transformation, feature selection, and imputation techniques
like Random Forest Imputation and SIM&HAMM (Subasi et al., 2011).
Although ensemble models outperformed Logistic Regression in accuracy,
Logistic Regression offered a strong baseline and interpretability, making it
a valuable tool in business-focused predictive analytics as stated in Sabbeh
(2018).

14.3.1 Exploratory Data Analysis

Initially, we were given 5 files of raw data containing:
e Customer Demographic information,
e Cancellation information,
e Membership Contract Information

e Facility Entry Logs containing information on facility entrance and
exit times of customers,

e Membership Activity Records containing the dates, durations and
context of the communication between the customers and the Sales
Team.
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The dataset provided by the company contained several issues and re-
quired preprocessing to extract valuable insights. Some of these problems
were already indicated by the company, while others were identified through
Exploratory Data Analysis (EDA) techniques, such as statistical summaries
and data visualization methods. The following procedures were applied to
prepare the dataset for predictive modeling (in this process Python codes
and Excel were used):

e Customers whose marital status appeared as 'unspecified’ (”Belir-
tilmemis”) were cross-checked against family membership details and
primary contract holders to accurately determine their actual marital
status.

e Incorrect customer exit times, notably entries recorded as 23:59, were
corrected by assigning the average duration derived from historical
activity data of all customers.

e The total number of visits made by customers during their contract
period and the overall time spent at the facility were calculated. Using
these values, the facility utilization rates, both overall and specifically
for the last 30 days, were derived.

e Customers’ average visit durations and typical visiting intervals through-
out the day were computed and incorporated into the analysis.

e The number of times each customer was contacted by the sales team
within the contract duration was calculated and integrated into the
dataset.

e Membership prices were standardized by adjusting them to reflect
their real value as of October 2024, based on inflation rates obtained
from TUIK’s Consumer Price Index. For family memberships, the
total price was distributed evenly among family members, and subse-
quently, a daily unit price was calculated per contract duration.

The datasets were merged based on unique contract codes to align customer
information accurately, as the analysis was contract-oriented due to differing
renewal behaviors across membership types. The binary dependent variable,
renewal status, indicating renewals (1) or non-renewals (0), was defined and
used to train predictive models.

A chi-square test was employed to statistically examine the relationship
between the selected customer features (Membership Type, Gender, Age,
Marital Status, Contract Type, Overall Facility Usage Percentage, Last 30
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Days Utilization, Average Visit Interval, Outreach Amount, Unit Mem-
bership Price, Renewal Percentage, and Average Visit Duration) and the
renewal outcome. Based on these results, these variables were confirmed for
inclusion in subsequent predictive modeling analyses.

A chi-square test was employed to statistically examine the relationship
between the selected customer features (Membership Type, Gender, Age,
Marital Status, Contract Type, Overall Facility Usage Percentage, Last 30
Days Utilization, Average Visit Interval, Outreach Amount, Unit Mem-
bership Price, Renewal Percentage, and Average Visit Duration) and the
renewal outcome. Based on these results, these variables were confirmed for
inclusion in subsequent predictive modeling analyses.

14.3.2 Model Development

The Machine Learning algorithms of AdaBoost, XGBoost, Random Forest
and Logistic Regression has been performed in terms of Predictive Model-
ing. Logistic Regression has yielded the highest accuracy. Therefore data
analysis was performed using the Logistic Regression Model.

Logistic Regression is an algorithm used for binary classification prob-
lems, where the goal is to predict one of two possible outcomes, which in
our case is whether a customer will renew their contract or not. Logistic
Regression calculates coefficients showing the significance of features for the
renewal.

These coefficients show the correlation between the features and the
customer’s renewal probability. It calculates a weighted sum of the input
features (Membership type, age, etc.) and then applies the sigmoid func-
tion to estimate the probability of renewal based on the coefficients of the
features that the customer belongs to. Based on this probability and a
predefined threshold (which we determined as 0.5), the model classifies the
data into one of the two categories (Hastie et al., 2017).

We initially performed Logistic Regression with numerical data which
yielded 78.6% accuracy. However, we then observed that the data divided
into ranges and categorized yielded a higher accuracy of 89.15%. Therefore,
we have transformed some of the numerical features into intervals. The
intervals are determined so that each interval contains an equal number of
data. Numeric features have been turned into ranges that create categorical
features, representing the underlying category of a certain feature that is
associated with a customer.

Then it was questioned whether the COVID-19 period can skew the data.
Thus, we eliminated the data from COVID-19 and performed a new Logistic
Regression which yielded 76.83% accuracy. The decrease in accuracy could
occur due to the fact that a great amount of data gets lost when eliminating
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data from COVID-19. Therefore, we have not eliminated any time period
of the data.

Then in order to assess and increase the accuracy of our model, we tried
different threshold values of 0.1, 0.2 to 0.5. The threshold value indicates:
above which value would the customer be expected to renew based on their
calculated probability of renewal. Based on the Logistic Regression model
accuracies observed with different threshold values, the optimal value for
the probability threshold was determined to be 0.5.

The final accuracy of our Logistic Regression model is 89.15% after im-
provements. Logistic Regression metrics are included in Table 14.1.

Table 14.1: Logistic Regression Metric Table

Metric Precision Recall Flscore Support
Class 0 0.89 0.96 0.92 1111
Class 1 0.89 0.74 0.81 494
Accuracy 0.89 1605
Macro Avg 0.89 0.85 0.87 1605
Weighted  0.89 0.89 0.89 1605
Avg

Confusion Matrix

Predicted Predicted

0 1
Actual 0 1064 47 Metric: Accuracy
Actual 1 127 367 Value: 0.8915

14.3.3 Goodness of Fit Testing

In order to assess the fit of the Logistic Regression model to Sports Inter-
national’s dataset, goodness of fit testing was performed.

The Hosmer-Lemeshow test is a statistical test used to evaluate the
goodness of fit for Logistic Regression models. It checks whether the pre-
dicted probabilities from the Logistic Regression model align well with
the observed outcomes. The implemented Hosmer-Lemeshow test result
shows that the Logistic Regression Model fits the data well. The Hosmer-

Lemeshow metrics and results are included in Tables 14.2 and 14.3.
Table 14.2: Hosmer-Lemeshow Metrics

Observed 1 Expected 1 Observed 0 Expected 0 Chi2

7 6.4889 314 314.5110 0.0411
14 15.0682 307 305.9318 0.0795
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Table 14.3: Hosmer-Lemeshow Results

Value Chi2 p-value Goodness of fit
Value 1.822  0.6100 Good

Observed 1 Expected 1 Observed 0 Expected 0 Chi2

38 32.2928 283 288.7072 1.1215
127 132.0975 194 188.9026 0.3343
308 306.1307 13 14.8693 0.2464

14.4 Validation

In order to validate the model, we collaborated with the company to obtain
updated membership data for contracts expiring after October 14th. Using
the coefficients derived from the Logistic Regression model, renewal scores
were computed for customers whose memberships were set to terminate
between October 14th and November 14th, effectively simulating the real-
life decision-making process of the sales department. The model projected
that 30 customers would renew their memberships, while 164 would not.
The real outcomes indicated that 15 would renew while 179 would not. Upon
comparing these predictions with actual renewal outcomes, 15 of the 30
predicted customers ultimately renewed their memberships. Additionally,
cross-validation has been performed by dividing the data sets into folds and
utilizing them one by one to train and test the data. The cross-validation
results are in Table 14.4.

14.5 Integration and Implementation
14.5.1 Decision Support System - SIMS

A decision support system integrated as user interface (UI) is designed for
the Sales team to utilize. The tool has a straightforward interface designed
for usability. Upload Raw Data Folder part is where users input raw data.
Once uploaded, the system automatically runs the analysis and generates
outputs, including: Logistic Regression coefficients and feature lists that
highlight important predictors. These outputs are used within the system

Table 14.4: Cross-Validation

Folds Mean Accuracy Min Accuracy Max Accuracy

10 0.894 0.872 0.920
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to rank the customers based on their likeliness to renew. The sales team
will call the customers in this ranked list to achieve a high-efficiency call
operation. When the testdb.xlsx file is uploaded to the Upload testdb part,
the system processes it in under 10 seconds. Users can immediately: Review
the prediction results from the “excel” window that appears after the data
is processed. The system allows the end user to compare each customer’s
profile with the base customer found through the analysis by clicking on the
specific features. This makes it fast and easy for the Sales team to act on
the data and tailor their strategies in real time. The frontend design of the
UI can be seen in Figures 14.1-14.3. In conclusion, the deliverables of this
project are the ranked call list of customers, the Churner Profiles window
that allows the end user to analyze false positive customer profiles, and the
feature that allows the end user to compare customer profiles with the base
customer for marketing purposes.

< SIMS

& Churner Profiles

A Previous Results

UPLOAD RAW DATA FOLDER

+

UPLOAD TEST_DB.XLSX

b o

[ ] sports International

Figure 14.1: User Interface Main Page

14.5.2 Pilot Study

The pilot study and integration process started in 10th of April. Sports
International’s Bilkent Facility has been visited for implementation. The
company uses the LAPIS system, which is a common platform across all of
its locations. We set up a compatible computer environment and installed
the Python packages needed for the user interface and model operations.
Following setup, we used actual customer data from the previous three years
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Figure 14.3: Feature Coefficient

to test the model and user interface. Beyond uploading the raw data files,
end users did not need to make any manual changes in the code because the

model was built to handle the missing values and inconsistencies common
in the LAPIS database.
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During the implementation phase, the model was tested for its robust-
ness and adaptability. Instead of using the Kuzu Effects data, the model is
trained with the Bilkent facility data to check its adaptability. The Bilkent
data includes more entries and required higher computational power, yet the
model was able to handle it. With Kuzu Effect’s 5 years of data the model
was able to give outputs in approximately 15 minutes, while the Bilkent 5
years of data was able to terminate in 35 minutes.

The pilot study showed that the model’s predictions for renewals and
real customer behavior were highly aligned where 65% of renewals, and 92%
of non-renewals were captured by the model predictions giving a total of
84% accuracy. After the successful tests, the system was given to the Sales
Team for practical use. There, it started to support their operations by
offering precise, data-driven customer prioritization, laying the groundwork
for longer term deployment and additional optimization based on the input.

14.6 Benefits to the Company

This project delivers two main benefits to the company:

e Smarter Workforce Allocation: Since customers are prioritized
based on their likelihood to renew, sales consultants can focus their
efforts where they’'re most needed leading to more efficient use of time
and resources.

e Customer-Centric Marketing Strategies: By analyzing customer
profiles, the company can design tailored strategies for retention. Un-
derstanding which types of customers are less likely to renew allows
us to shape data-driven company policies that directly aim to improve
customer retention.

In the bigger picture, all of these efforts support better budget and resource
planning, workforce efficiency, and marketing strategy development. Ulti-
mately, this drives both financial performance and customer satisfaction.
Proposed application of the model can be seen in Figure 14.4.
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Stok Yonetimi ve Tedarikci
15 Degerlendirmesi icin Karar Destek
Sistemi
Tepe Home

. Proje Ekibi )
Ceren Ilhan, Zeynep Karakas, Eren Ozdilkural, Bahar Ozkirl,
Osman Eren Sargin, Elif Ustiindag, Muhammed Emin Yilmaz

Sirket Danigmani Akademik Danigman
Ceren Evcimen Prof. Dr. Bahar Yetis Kara
Pazarlama ve Thracat Midiira Endiistri Miithendisligi Boliimi
Ozet

Bu proje kapsaminda, Tepe Homeun e-ticaret operasyonlarindaki teslimat
siirelerinin iyilegtirilmesine yonelik bir karar destek sistemi gelistirildi. Sis-
tem, envanter yonetimi ve tedarikci degerlendirme olmak ftizere iki ana
bilegenden olustu. Ilk asamada, ge¢mis satig verileri analiz edilerek {iriinler
ABC smiflandirmasima tabi tutuldu ve kritik tirtinler igin biitge kisitlar
altinda stok oOnerileri belirlendi. Tedarik¢i degerlendirme modiiliinde ise
iurtin grubu ve tedarik¢i bazinda teslimat stireleri analiz edildi; maliyet
ve kalite kriterleri de dikkate alinarak tedarikciler puanlandi ve siralandi.
Geligtirilen sistemle stok yonetimi, siparig planlamasi ve tedarik¢i segimi
siirecleri optimize edildi; gegmis donem verileriyle test edilerek teslimat stire-
lerinde anlamli iyilesmeler gozlemlendi.

Anahtar Sozciikler: Envanter Yonetimi, Tedarik¢i Degerlendirme, ABC
Analizi, Teslimat Siiresi, E-Ticaret, Siparis Planlamasi, Biitce Hesaplama
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Decision Support System for Stock
Management and Supplier Evaluation

Abstract

In this project, a decision support system was developed to improve deliv-
ery times in Tepe Home’s e-commerce operations. The system consisted
of two main components: inventory management and supplier evaluation.
In the first stage, historical sales data were analyzed, products were clas-
sified through ABC analysis, and stock recommendations for critical prod-
ucts were determined under budget constraints. In the supplier evaluation
module, delivery times were analyzed on both product group and supplier
bases; suppliers were scored and ranked by also considering cost and qual-
ity criteria. Through the developed system, inventory management, order
planning, and supplier selection processes were optimized, and significant
improvements in delivery times were observed after testing with historical
data.

Keywords: Inventory Management, Supplier Evaluation, ABC Analysis,
Delivery Time, E-Commerce, Order Planning, Budgeting

15.1 Company and System Analysis
15.1.1 Company Description

Tepe Home, established in 1969, is one of Turkey’s pioneering brands in the
furniture and home decoration sector. The company offers a wide range
of products including modular furniture, accessories, and seasonal items,
appealing to diverse customer segments through both its physical retail
network and expanding e-commerce operations. With its strong design and
production capabilities, Tepe Home combines aesthetics and functionality,
providing customers with customizable and trend-driven collections. The
company operates multiple sales channels including brick-and-mortar stores,
franchise operations, and an online platform. Its e-commerce infrastructure
has gained increasing strategic importance in recent years, especially in
meeting demand across a wider geographical reach. Focused on delivering
a consistent customer experience and operational efficiency, Tepe Home
continuously adapts its supply chain and technological capabilities to meet
modern retail requirements. The company has positioned itself as a key
player in the Turkish furniture market, with growing aspirations in digital
transformation and omnichannel retailing.
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15.1.2 Current System Analysis

Tepe Home’s current e-commerce order management system is based on a
make-to-order approach, where products are procured from suppliers only
after the customer order is received. This process consists of multiple stages
including procurement, quality control, packaging, and final delivery. The
operational flow proceeds as follows: Once a customer places an order, Tepe
Home forwards the request to the relevant supplier. The supplier then pro-
cesses the procurement, and upon completion, the product is shipped to
Tepe Home’s facility. Here, quality control and packaging procedures are
carried out, and the product is finally delivered to the customer. This
structure enables low inventory costs and provides flexibility in operations.
However, to effectively respond to fluctuating market demands, systemati-
cally monitor supplier performance and implement strategic stock planning,
a more integrated and structured system infrastructure is required. Cur-
rently, order fulfillment is solely triggered by customer demand and all prod-
uct groups are managed under a uniform procurement logic. Factors such
as product criticality, supplier delivery history, or seasonal fluctuations are
not explicitly incorporated into decision-making. Moreover, delivery lead
times are not measured or analyzed within a formal framework. With the
development of the proposed system, the goal is to enhance procurement
and order management processes by introducing a more analytical, scalable
and dynamic structure.

15.2 Problem Definition

Short and predictable delivery times have become one of the key indicators
of operational efficiency in the e-commerce sector. Maintaining delivery per-
formance at competitive levels is essential for companies to manage service
quality in a consistent and scalable manner. At Tepe Home, the current
order management process is based on procuring products from suppliers
only after a customer places an order. While this reduces inventory holding
costs, it causes delivery durations to exceed market averages when no pre-
emptive planning is in place. Currently, the system lacks a forecasting-based
planning infrastructure to respond proactively to demand fluctuations. All
order decisions are made reactively, without anticipatory stock positioning
or supplier coordination. In addition, there is no supplier evaluation mech-
anism in the existing system to monitor performance or guide procurement
decisions. Supplier lead times or behavior across product groups are not
systematically tracked, and no data-driven evaluation process is conducted.
The core problem addressed in this project is that delivery durations remain
above the market average, and the system lacks both a forecasting-driven
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planning model and a structured supplier evaluation mechanism to support
improved operational responsiveness.

15.3 Proposed Solution and Methodology

The proposed solution features a decision support system where the user’s
can obtain the order quantity, estimated monthly and yearly budget and
evaluation of the suppliers.

To address the inventory management problem for accessories, furniture,
and Christmas decoration items a comprehensive solution was developed
that integrates demand forecasting based on historical sales data, stock pol-
icy determination, and an optimization-based order quantity model. This
mathematical model determines optimal stock levels and order quantities
by considering forecasted demand and cost parameters. In addition, since
the operational flow for Christmas product groups significantly differs, a
separate approach based on the Newsvendor Model was formulated. This
strategy ensures effective inventory control tailored to product characteris-
tics while satisfying operational constraints and maintaining desired service
levels.

15.3.1 Critical Assumptions
Critical Assumptions for Accessories and Furniture Model:

For each product type, a fixed order cost is considered. Orders are placed
at the beginning of each month and are assumed to arrive within the same
month to fulfill the demand for the following month. Given the uncertainty
in the demand for accessories and furniture, a safety stock approach is
adopted to reduce the risk of stock shortages. A common holding cost is
calculated for accessories based on average volume, and a similar approach
is used for furniture. Back-order penalty costs are evaluated as lost revenue,
using outlet sales prices as a reference. The minimum and maximum order
quantities for each product group are defined in the supplier agreements,
and it is assumed that the company will provide initial inventory levels for
each product group.

Critical Assumptions for Christmas Decoration Items Model:

For Christmas season products, only one bulk order is placed before the
season, without the possibility of adjustment after observing the actual de-
mand. Given the single-order nature of this process, the News-vendor model
is applied to determine the optimal order quantity. Demand is assumed to
follow a uniform distribution defined by historical minimum and maximum
order quantities. Since unsold Christmas products are of no value in future
seasons, it is critical to strike a balance between shortage and excess in-
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ventory costs. Warehouse capacity constraints are not considered for these
items, as ample storage space is available in both retail stores and central
warehouses.

By maintaining stock for high-selling product groups and placing monthly
replenishment orders, the project aims to shorten delivery times, thus im-
proving customer satisfaction and market responsiveness, and to reduce
potential lost sales by ensuring consistent product availability.

15.3.2 Decision Support System

The solution combines forecasting and determination of stock policies to
create a model that improves inventory management and streamlines the
order fulfillment process, and was applied separately to accessories, furni-
ture, and Christmas decoration items, with forecasting models and stock
policies developed for each product category to address their specific op-
erational dynamics. The overall decision support system consisted of two
main modules: an inventory management module and a supplier evaluation
module. In the inventory management module, an ABC analysis was con-
ducted to prioritize products based on their importance levels. Forecasting
methodologies were implemented to predict future demand, and a mathe-
matical stock model was developed to define stock policies under estimated
yearly budgets. These components were integrated to optimize stock lev-
els while maintaining budgetary constraints and minimizing delivery lead
times.

Inventory Management Module
ABC Analysis

An ABC analysis was implemented within the decision support system to
classify products based on their revenue contribution and sales quantity.
Products were divided into A, B, and C classes by analyzing cumulative
sales quantities on the X-axis (80%, 95%, 100%) and cumulative revenue
on the Y-axis. The classification of the Y-axis depends on the revenue
concentration and determines the function type: if 10% of products generate
over 80% of the total revenue, the function is considered steep with Y-axis
thresholds (10%, 50%, 100%); if 20% of products generate more than 80%
of revenue, it is considered moderate with thresholds (20%, 60%, 100%);
and if 40% of products contribute over 80%), it is classified as shallow with
thresholds (40%, 80%, 100%). For example, in the moderate case, 20% of
the products are responsible for 80% of total revenue, indicating a balanced
distribution. Based on the function type, Z-values are assigned as follows:
(Zas 26y 2c) = (1.282,1.645,2.326) in the moderate case. These Z-values are
then used to calculate safety stock levels for each product using the formula
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SS = o - Z, where o represents the standard deviation of demand. This
approach ensures that safety stock levels are aligned with the revenue impact
of each product, enabling more effective inventory control (Bozarth and
Handfield, 2013).

Forecast Methodology

To generate forecasted values, various time series and regression-based fore-
casting methods are applied. These methods include Single Exponential
Smoothing, Double Exponential Smoothing, Triple Exponential Smooth-
ing, ARIMA and SARIMA models, Poisson Regression, Negative Binomial
Regression, and Random Forest algorithms. Each technique offers different
strengths depending on the characteristics of the data, such as seasonality,
trend, or count-based behaviors.

To calculate the Mean Squared Error (MSE), the historical dataset is
split into two subsets: training and testing. 80% of the data is used to train
the model, and the remaining 20% is used for validation. Each forecasting
method is fitted on the training data and generates predictions for the test
period. The predicted values are then compared with the actual test data,
and the MSE scores are computed. The method with the lowest MSE is
selected and presented on the user interface. In the final step, the system
forecasts the next 12 periods using the entire historical dataset and the
best-performing model.

Model: Inventory Management for Accessories and Furnitures

The mathematical model can be seen in the appendix with the parameters,
decision variables, objective function and the constraints. The objective
function of the mathematical model aims to minimize the total inventory-
related costs, which include inventory holding costs, shortage penalty costs,
and fixed ordering costs for both accessories and furniture. The cost mini-
mization is performed separately for each product category across all time
periods. The mathematical model incorporates several key operational con-
straints to ensure practical feasibility. Inventory balance constraints main-
tain logical stock flow by updating inventory levels across all time periods
based on initial stock, incoming orders, and forecasted demand. Warehouse
capacity constraints ensure that total inventory levels do not exceed stor-
age limits defined for accessories and furniture, reflecting space availability.
Supplier order constraints enforce the contractual minimum and maximum
order quantities for each supplier, allowing orders only when the associated
binary decision variable is active. Together, these constraints ensure that
the procurement plan is practically applicable and responsive to real-time
conditions
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Safety Stock as an External Parameter

The safety stock levels, determined through the ABC analysis, are incorpo-
rated into the model externally by adjusting the first-month order quanti-
ties. This adjustment is made based on the comparison between the avail-
able initial inventory and the cumulative demand of the first two months. If
the initial inventory is insufficient, the model increases the first-month order
quantity by adding the required safety stock. In cases where the shortage is
less than the predefined safety level, the safety stock is partially added by
accounting for the existing gap. If the available inventory already exceeds
the safety threshold, no adjustment is made. This rule-based approach en-
sures that demand fluctuations are buffered without embedding safety stock
directly into the optimization constraints.

Estimated Budget

To support financial planning, an estimated yearly budget is calculated us-
ing order quantities determined by the mathematical model. This includes
the cost of the first month’s adjusted orders and the projected costs for the
remaining months. If the total exceeds the company’s budget, the system
proportionally reduces order quantities to remain within limits. Moreover,
the model calculates the upcoming month’s budget based on the order quan-
tities determined by the mathematical model, and in cases where this budget
is exceeded, it recalculates the order quantities proportionally and presents
the updated values to the user. This feature enables effective and trackable
budget planning throughout the year.

Newsvendor Model for Christmas Decoration Items

The optimal order quantity in the Newsvendor model is determined by the
critical fractile formula that can be seen in appendix. Since New Year’s
products are ordered in bulk for a single season and cannot be stored or
resold afterward, a Newsvendor model was used to determine the optimal
order quantity. Historical sales data by product category were analyzed
to construct a uniform demand distribution, with bounds adjusted annu-
ally based on recent sales trends. If the latest year’s sales volume exceeds
that of the previous year and all prior years, the upper bound is increased
proportionally; if the latest year marks the lowest sales, the lower bound
is decreased. The growth rate between the last two years is used to scale
these bounds accordingly. To capture the cost implications of misaligned
ordering, underage costs were calculated as the lost profit due to stockouts,
while overage costs reflect unsellable excess inventory. These costs were de-
fined separately for each product category. By integrating historical trends,
growth rates, and cost factors into a data-driven framework, the model en-
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TAVAN AYDINLATMASI lzmir 92 27,32 24740567
YER VE DUVAR AYDINLATMASI Ankara 129 29,49 292,448,53
YER VE DUVAR AYDINLATMASI ISTANBUL ANADOLU Tfif 25,10 246,860,61
YER VE DUVAR AYDINLATMASI ISTANBUL AVRUPA 87 23,63 227,760,64
YER VE DUVAR AYDINLATMASI Izmir 66 24,89 151,327,48
[ |
Renk Kodlani: [ Yesil: Teslim siresi ve toplam gelir kriterlere uygun [ San: Degerlerden sadece biri uygun ] Kirmizr: Teslim saresi ve toplam gelir kriterlere uygun dedil
Geri Don | Excel'e Aktar | Tum Tedarikgileri Degerlendir |

Figure 15.1: Supplier Performance Evaluation by Suppliers Module

sures both cost minimization and effective demand fulfillment for seasonal
product planning.

Supplier Performance Evaluation System

In addition to its core features, the developed decision support system in-
cludes a dynamic Supplier Performance Evaluation module. This module
enables users to assess supplier performance across key categories such as
average lead time by order location, by supplier, and by product defini-
tion, as well as periodic lead time analysis and the revenue contribution of
each supplier’s products. As illustrated, the system allows users to set cus-
tom threshold values for each performance metric. Based on these thresh-
olds, suppliers are automatically color-coded to highlight performance levels,
making it easy to interpret results at a glance. This flexible, user-driven
structure ensures that the evaluation adapts to changing business needs and
priorities. Furthermore, the system supports exporting performance evalu-
ation results directly to Excel, enabling seamless integration into reporting
workflows and strategic decision-making. The ability to adjust thresholds
and receive instant visual feedback empowers users with a highly interactive
and actionable evaluation tool.

15.4 Validation

To ensure the reliability and practical applicability of our system, it was
essential that the model produce results closely aligned with real-world out-
comes. To validate this, we compared the forecasted values used by our
mathematical model with the actual realized order quantities. Since the
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model determines order quantities based on demand forecasts for upcoming
months, it was critical that these forecasts reflect real demand patterns.
However, due to the lack of sufficient historical data for Tepe Home’s e-
commerce accessory sales, the validation process was carried out using past
in-store sales data. Thanks to the flexible file structure of the developed
decision support system, the model can seamlessly operate not only for
e-commerce product categories but also for physical store orders. The val-
idation results confirmed that the forecasted values were well aligned with
actual sales data from physical stores, demonstrating both the accuracy of
the forecasting module and the system’s adaptability across different sales
channels.

15.5 Implementation and Pilot Study

We finalized the decision support system for the project based on valu-
able feedback from our Industrial Advisors. As a result, we developed a
user-friendly system that enables the company to effectively implement our
proposed solution. The final version of the decision support system was
presented to the Industrial Advisors, who responded positively, indicating
that the system would be highly beneficial to the company.

The system was developed entirely in Python using open-source tools
and libraries, making it cost-effective and accessible. To simplify deploy-
ment and eliminate the complexity of installation, the decision support sys-
tem was converted into a standalone executable application and installed
accordingly at the company.

Following the implementation, our Industrial Advisors confirmed that
the supplier and product groups identified through the ABC analysis were
highly accurate. They also noted that the demand forecasting module pro-
duced reasonable and consistent results. Moreover, they highlighted that,
by maintaining stock for selected ABC-prioritized supplier-product groups,
the average lead time could be reduced substantially providing significant
operational efficiency.

15.6 Benefits to the Company

The decision support system we developed provides several significant ben-
efits to the company. First and foremost, under the existing system, orders
were placed without holding stock, resulting in delivery times that were well
above market averages. By introducing a data-driven inventory manage-
ment model, our system enables the company to hold stock for high-impact
product groups based on demand forecasts. This has led to a substantial re-
duction in average delivery times—up to 90% on average—offering a strong
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competitive advantage in the market.

Also, in the absence of a forecasting system, decisions were made based
on intuition, resulting in order quantities that exceeded actual demand. By
incorporating demand forecasting, order quantities are now determined in
a way that closely reflects real demand. As a result, the system prevents
unnecessary expenditure of the budget.

In addition, the integration of a dynamic budgeting module within the
system addresses a key limitation in the current process. Previously, the
company lacked visibility into whether its procurement exceeded planned
budgets. Our solution now allows for continuous budget monitoring and
early detection of overruns. This functionality is especially critical for sea-
sonal product groups such as New Year’s items, where orders are placed
once a year. The company can now allocate budgets more effectively and
manage spending with greater control.

Lastly, the existing system lacked a tool to evaluate supplier perfor-
mance. The supplier performance evaluation module we introduced allows
the company to monitor performance metrics in real time and benchmark
suppliers against one another. This feature not only enhances transparency
but also supports more informed and strategic supplier management deci-
sions. Overall, the system delivers measurable operational efficiency, finan-
cial oversight, and supply chain visibility—empowering the company with
a comprehensive, decision-oriented platform.

15.7 Conclusion and Recommendations

In this project, a decision support system was developed to reduce deliv-
ery times and improve procurement processes for accessories, furniture, and
Christmas products. In the current system, since no stock is held, delivery
times often exceed market standards. The new system incorporates demand
forecasting based on historical sales, optimization of order quantities to min-
imize costs, and a supplier performance evaluation module. Forecasts are
generated using multiple models, with the best-performing one selected au-
tomatically, and are used in a cost-minimization model considering holding,
ordering and shortage costs. For seasonal Christmas products, a Newsven-
dor model is applied. Validation results showed that the model aligns closely
with actual sales data, and a pilot demonstrated up to an 90% reduction
in lead times. The system also enables continuous budget monitoring and
real-time supplier performance evaluation, improving delivery speed, budget
control and supply chain visibility. It offers a practical, scalable and user-
friendly tool that supports smarter, data-driven decision-making. Future
recommendations include expanding the system to all product categories
and using supplier performance metrics to strengthen sourcing strategies.
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Appendix: Mathematical Models

15.A Furniture and Accessories

Table 15.1: Decision variables

Notation Description

Qajt Order quantity for accessories (j € J,) in month ¢

Qi Order quantity for furniture (j € Jy) in month ¢
;f it Inventory level of accessories at the end of month ¢
ajit Lost accessory sales at the end of month ¢

]}L’ji Inventory level of furniture at the end of month ¢

Iy Lost furniture sales at the end of month ¢

Ogjt Binary, 1 if accessory order is placed in month ¢

Oyt Binary, 1 if furniture order is placed in month ¢

Table 15.2: Parameters

Notation Description

ha, hy Unit holding cost for accessories/furniture

Pas Df Shortage cost for accessories/furniture

fa, ff Fixed ordering cost for accessories/furniture

Ca> Cf Warehouse capacity for accessories/ furniture

Dy i, Dy jy Demand in month ¢

e It Initial inventory levels

MinQ,, MinQ,  Minimum order quantity per product
MaxQ),, MaxQ; Maximum order quantity per product

Objective Function

172



j€Jq teT

+I
f it Foit+1 _

]EJf teT

+ It
mln Z Z < ﬂ—‘jtﬂ pa . Ia_,th _|._ f[l . Oa,j,t)

Constraints

— 1n1t
]ajl Ia]l_] Dav]ﬂ
+ - it
If0 = Ipn =I5y = Dyja

]a]t Ia_]t I a,jit— 1+ Qaji—1 — Dajy, VE>1

+ —
‘[fjt ]f]t If,j,t—l + Qf,j,t—l - Df,jﬁtv Vt>1

MinQ,, - Ou 5t < Qujr < MaxQ, - Oy 4
Mian . Of,j,t < Qf,j,t < MaXQf : Of,j,t

S (Quje+15,) <y VEET

Jj€Ja

> (Qria+1f) <cp VLET

jEJf

_l’_ —
Qagtanjta a,jt? a]t>I ]ta[fjt>0
Oaaj7t7 Of7]7t e {07 1}

15.B Safety Stock Integration for Furniture

and Accessories
Table 15.3: Additional Decision Variable

Notation Description

adjQ, ;1 Adjusted order quantity including safety stock in month 1
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Table 15.4: Parameters

Notation Description

Qaj1 Order quantity for accessories in month 1
a v '
SS, Safety stock level for accessories
L Initial inventory level for accessories
D, i1 Demand for accessories in month 1
7.]7
.79 man r ries in mon
D, Demand for accessories onth 2

Inventory Difference Calculation

inventory_diff = [C‘Lnj‘t — (Dgj1+ Daj2) (A.12)

Adjusted Order Quantity

Qaj1 + 5SS if Qaj1>0
adiQ, 1 = Qa1+ 5Sq; if inventory_diff < 0
@t Qa,ja1 + 55, ; — inventory_diff if 0 < inventory_diff < S5, ;
Qajn if inventory_diff > S'S,, ;

(A.13)

15.C Budget-Based Adjustment Model for
Order Quantities
Table 15.5: Budget notation

Notation Description

costy, j Unit cost of an accessory in category j

adjQq ;1 Adjusted order quantity for initialization month

Qajt Order quantity of an accessory in category j at time ¢
T Total number of time periods considered

Brepe Tepe Home’s Current Month Ordering Budget

Yearly Estimated Budget

T=12
Yearly Budget = Z (adj@a,j,l - costqj + Z Qajt costm) (A.14)

j t=2
Budget Needed for Initializing Month
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Z adjQa,j + costaj = B (A.15)
J
Alternative Budget Expression
Z adjQq. ;a1 - cost,j (A.16)
J
Budget-Based Order Quantity Adjustment
4jQ; % (%5=) if Brupe < B
Qnew = 4 i@ 5o) 17T (A.17)
adjQ; otherwise
15.D Newsvendor Model
Q- =F1 (& (A.18)
Cy + Co
Table 15.6: Notation
Symbol Description
Q" Optimal order quantity
Cy Underage cost
Co Overage cost
F! Inverse cumulative distribution function (CDF) of demand,

which depends on the probability distribution (e.g., uniform)
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16 Talep Yonetimi ve Uretim Planlama

Nesco Gida

Proje Ekibi
Mert Efe Aydm, Tan Durucan, Ege Hamdi Ozcan, Emre Saribay,
Omer Mert Sahin, Omer Tekinsiz, Fatma Nur Uslu

Sirket Danigmani Akademik Danigsman
Nazli Esen Ummansu Dog¢. Dr. Emre Nadar
Kurucu/CEO Endiistri Mithendisligi Boliimii
Ozet

Bubble tea’de kullanilan patlayan boba incilerini iireten Nesco Gida, 6zel-
likle Nisan-Eyliil aylar1 arasindaki yogun donemlerde, tiretim kapasitesi
kisitlar1 nedeniyle miigteri talebini kargilamakta zorluk yagamaktadir. Bu
proje, Nesco Gida’nin mevcut kapasitesini daha verimli yonetmesine ve
miigteri taleplerini daha etkin kargilamasina yardimci olacak bir karar des-
tek sistemi geligtirmeyi amaglamigtir. Dogrusal programlama (LP) yaklagimi
kullanilarak gelistirilen karar destek sistemi, hangi miisterilere, ne zaman ve
ne kadar iiriin tedarik edilecegini belirlemektedir. Ayrica, yeni miisterilere
yapilan sevkiyatlarin geciktirilmesinin karliligini degerlendirmek amaciyla
bir golge fiyat analizi gerceklestirilmistir. Bu yaklagim, ceza maliyetlerinde
ve birikmis siparis sayisinda yaklasik olarak %3,5 oraminda bir azalma
saglamigtir.

Anahtar Sozciikler: Boba, Miisteri Onceliklendirmesi, Maksimum
Karhlik, Karar Destek Sistemi, Golge Fiyat
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Demand Management and Production
Planning

Abstract

Nesco Company, a producer of popping boba pearls used in bubble tea,
faces production capacity constraints that limit its ability to meet customer
demand during peak months, particularly from April through September.
This project aimed to develop a decision support system to help Nesco
Gida manage its limited capacity more efficiently and better meet customer
demand. Using a linear programming approach, the system determines
which customers to serve, when to serve them, and how much to supply. A
shadow price analysis was conducted to evaluate the profitability of delaying
shipments to new customers. This approach resulted in a 3.5% reduction
in the number of backlogged orders.

Keywords: Boba, Customer Allocation, Maximum Profitability, Decision
Support System, Shadow Price

16.1 Description of the System in Nesco
16.1.1 Company Description

Founded in 2016, Nesco is an innovative beverage company that specializes
in premium craft tea bags and boba tea. Its key brands include TeaCo. and
BobaCo., which are known for high-quality products that meet international
standards such as ISO9001, ISO22000, and FDA certifications. Nesco ex-
ports to nearly 30 countries and supplies over 3,500 businesses—including
cafes, hotels, and markets—within Tiirkiye.

TeaCo. produces artisanal tea blends using tea leaves imported from
eight different countries. With a production capacity of 125 tons per year,
it is the leading tea importer in Tiirkiye. TeaCo. prioritizes sustainability
and consumer health by using hand-packed, 100% cotton, plastic-free tea
bags (Fortune Tiirkiye, 2024). Their blends cater to both local and global
preferences.

BobaCo., on the other hand, produces flavored boba pearls for bubble
tea, a beverage that has seen significant growth in popularity in recent years.
The production process involves cooking a base mixture, cooling it, shap-
ing it into spheres using a chemical setting technique, and then preserving
and packaging the final product. BobaCo. serves a wide customer base,
including international food chains, national coffee shops, and local cafés.

As the only major boba manufacturer in the country, Nesco is facing
an overwhelming surge in demand—estimated to be 12 times higher than
current capacity. This has led to the need for a system that can intelligently
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allocate limited supply to maximize strategic and financial returns.

16.1.2 System Analysis

The team conducted a detailed analysis of Nesco’s boba production process,
particularly focusing on the factory operations. The process begins with
a 65-minute cooking phase for 250 kg batches, followed by a 25-minute
cooling step. Afterward, shaping machines drop the mixture into a chemical
solution to create the iconic spherical boba shape. The product is then
placed into buckets with a preservative, pasteurized for 60 minutes, cooled
for 11 minutes, and finally labeled and packaged.

The shaping machines were identified as the main bottleneck, being
slower than all other stages and limiting the overall output. Given this fixed
capacity and the assumption of continuous full operation, the team excluded
production line modifications and flavor changeovers from the project scope.
Instead, the focus is on demand-side optimization.

16.1.3 Problem Definition

With the booming popularity of bubble tea in Tiirkiye—especially in sum-
mer—demand for boba has rapidly outpaced Nesco’s production capabili-
ties. The company expects 2025 demand to be multiple times higher than
what it can currently supply, but expanding production is not immediately
possible due to the constraints in the shaping stage.

This creates the need for a prioritization system that can intelligently al-
locate the existing production to the most valuable customers. The project
aims to develop a decision-support system that incorporates multiple fac-
tors such as customer willingness to pay, order size, delivery deadlines, and
customer prestige.

Customers are categorized based on various factors, including brand
prestige, order volume, and strategic value, to guide how production ca-
pacity is allocated. The system helps determine which customers to serve,
when, and in what quantity—with the understanding that not all demand
can be fulfilled.

The goal is to design a model that ensures the most efficient and prof-
itable use of Nesco’s limited capacity—allowing the company to continue
leading the Turkish market for boba tea, even under severe supply con-
straints. Some customers will have their demands fully met, while others
may receive only partial or no fulfillment on time based on their strategic
importance.
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Indices Description

ce{1,2,3,...,n} Customer ID
we{0,1,2,...,26} Week number

Table 16.1: Table 1: Indices

16.2 Proposed Solution Strategy

The main goal of this project is to maximize profit while adhering to op-
erational and strategic constraints. In addition to profitability, the model
aims to fulfill as much customer demand as possible by efficiently allocating
limited production capacity. The planning spans approximately six months,
during which most customer orders are received in advance. This allows the
company to plan proactively—deciding which orders to accept, propose a
counter offer, or reject entirely.

The solution approach begins with the development of a linear program-
ming model that generates an aggregate production plan over a six-month
horizon.. Initially, previously accepted orders, cost data, and current inven-
tory levels are incorporated. New incoming orders are evaluated based on
factors such as price, quantity, delivery time, and customer importance (e.g.,
prioritizing large or strategic clients). We develop a demand management
algorithm that evaluates the profitability of the following three scenarios:
accept the order, reject the order, or propose a counter offer when appro-
priate based on a shadow price analysis. Once an offer is accepted, the
corresponding shipment is added to the model, and the evaluation contin-
ues for subsequent orders.

16.2.1 Linear Programming Model
Objective Function:

Maximize Y > " ((SP, = UC) - S, — Pen, - Be)

Decision Variables Description

Sew Sales quantity to customer ¢ in week w.

B. . Backlog for customer ¢ at the end of week w.
L, Inventory level at the end of week w.

P, Production level at week w.

Table 2: Decision Variables
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Constraints:

[w < Imax Vw
Pw_ZSc,w:[w_ w—1 Yw
> Sew = Dew Ve
Z Sc,w - Pw S [wfl Yw
Bc,'w + Sc,w - Bc,wfl = Dc,w vc? w
Pw < Pmax Vw
Sc,w >0 VC,U}
B.w >0 Ve, w
I,>0 Yw
Pw Z 0 \V/U)

The objective function aims to maximize the profit generated from sales
while accounting for possible penalty costs incurred due to backlogged or-
ders. The constraints are constructed to reflect real-world limitations that
must be considered. These constraints include: maximum inventory capac-
ity, weekly inventory changes, sales and demand equality (every accepted
demand is assumed to result in a sale and must be fulfilled by the end of
the time horizon), total weekly sales constrained by inventory and produc-
tion levels, backlog limitations, maximum production capacity, and non-
negativity requirements.

16.2.2 Demand Management Algorithm

The algorithm optimizes demand allocation to maximize profitability while
respecting system constraints and customer priorities. It begins by running

Parameters Description

CP. Customer priority level of customer c.
D, Demand for customer ¢ at week w.

SP, Base sales price per unit for customer c.
uc Unit production cost.

Pen, Penalty cost for customer c.

P Weekly maximum production quantity.
Lax Total inventory capacity.

Table 3: Parameters
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the model twice, first without the last customer, then with the last customer
to establish baseline results. For each week where the last customer has
demand, the algorithm evaluates the shadow price of the backlog constraint.
If the shadow price is positive or zero, the demand is accepted for that
week; if it is negative, the algorithm considers shifting the demand to a
future week with a higher shadow price to improve profitability. Customers
are assigned priority levels that determine how far their demand can be
shifted: up to three weeks for highest-priority customers, four weeks for
second-tier, and five weeks for the rest. The algorithm identifies the future
week within the allowed range that has the greatest positive difference in
shadow prices and shifts demand incrementally to that week. After each
shift, the model is rerun, and infeasible shifts are excluded from future
evaluations. Once a specific demand is allocated, it is not revisited. This
iterative process continues until no further beneficial shifts are possible,
ensuring that demand is reallocated only when it improves the objective
value, while maintaining a balance between profitability, constraints, and
customer flexibility. The full pseudocode for the algorithm can be found in
the appendix.

16.3 Validation

A structured validation process was conducted to ensure the Decision Sup-
port System (DSS) aligns with Nesco Gida’s objectives and reflects real-
world operational constraints. This process included three phases: concep-
tual validation, operational validation, and expert validation.

In the conceptual validation phase, model assumptions—such as lim-
ited inventory, fixed capacity, and customer prestige levels—were reviewed
with the Academic Advisor. The model was tested under various simulated
scenarios, consistently producing feasible results or correctly identifying in-
feasibility in extreme cases.

The operational validation phase used real company data from June—July
2024 to test the system’s performance. Despite prestige levels being un-
available historically, they were reasonably inferred from order volumes.
The model replicated past outcomes accurately, with all customer demands
fulfilled within the nine-week time frame, matching historical performance.

In the expert validation phase, the model was reviewed via the developed
user interface with the Academic Advisor, making result evaluation more ef-
ficient. Overall, the DSS proved reliable, adaptable, and effective—offering
improved efficiency, reduced penalties, and stronger decision support com-
pared to manual methods.
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— —— NESCO

Backiog Tables other

[Scenario 1: Order NOT accepted (atest customer removed) - Profit: 106151731.46 Backiog: 31700.00 Penalty: 317.00
Scenario 2: Order accepted as is - Profit: 106641711.46 Backlog: 33700.00 Penalty: 337.00

Iscenario 3: Order 325.00
(Optimization converged in 13 iterations)

Total Sales.
1 2 3 4 s 6 7 s ° 10

WOLatest  5500.0 77000 9000.0 22000.0 304000 15400.0 8400.0 8400.0 8400.0 2300.0

W Latest 5500.0 77000 9000.0 22000.0 30900.0 14900.0 8400.0 8400.0 8400.0 2800.0

Algorithm 5500.0 77000 9000.0 22000.0 30400.0 15400.0 8400.0 8400.0 8400.0 2800.0

Total Backiog.

1 2 3 a 5 6 7 8 ° 10
Wolatest 00 00 00 00 00 12100.0 11600.0 6700.0 1300.0 00
W Latest 00 00 00 00 00 12600.0 12100.0 7200.0 1800.0 00
Algorithm 00 00 00 00 00 121500 17000 68500 1800.0 00

TotalInventory

10= 430000 1 2 3 4 5 6 7 8 ) 10
WO Latest 425000 43200.0 42600.0 29000.0 7000.0 18189894e-12 0.0 00 00 00
W Latest 425000 432000 42600.0 29000.0 6500.0 00 00 00 0.0 00
Algorithm 42500.0 432000 42600.0 29000.0 7000.0 00 0.0 00 0.0 00

Total production
1 2 3 a 5 6 7 8 ° 10

WOLatest  5000.0 8400.0 8400.0 8400.0 8400.0 8400.0 8400.0 8400.0 8400.0 2300.0

W Latest 5000.0 8400.0 8400.0 8400.0 8400.0 8400.0 8400.0 8400.0 8400.0 2800.0

Algorithm 5000.0 8400.0 8400.0 8400.0 8400.0 8400.0 8400.0 8400.0 8400.0 2800.0

Added Demand
o 1 2 3 4 5 6 7 8 ° 10 -

Figure 16.1: Profit Scenario Analysis Tab

16.4 Implementation and Pilot Study

The Decision Support System (DSS) was developed using PuLLP, an open-
source optimization library, and Tkinter, a built-in Python library for cre-
ating graphical user interfaces (GUIs). A user-friendly interface was created
entirely in Python. To enhance usability, the system was integrated with
Microsoft Excel, allowing users to update customer information, modify or-
ders, and adjust demand directly—without switching between applications.

On April 18", implementation was conducted at BobaCo.’s offices in
Ivedik with the support of the Industrial Advisor. We aimed to refine
the system based on real-world feedback and ensure it aligned with the
company’s operational needs. During the session, the DSS was explained in
detail to company officials, including how it operates and how it is linked
to Microsoft Excel to enhance ease of use.

16.5 User Interface of the System

The graphical user interface (GUI) of the system operates through a struc-
tured process, which consists of three main steps, detailed as follows:

Step 1: Profit Scenario Analysis

In this step, the system provides an overview of the financial implications
of the decision through three distinct scenarios:

e Scenario 1: The order is not accepted.

— This scenario illustrates the profit the company would maintain
if the order is declined.
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Backog Tables other

[mpact of the Latest Customer's Demand on Existing Customers

[No changes in existing customers.

Figure 16.2: Impact on Sales Tab

e Scenario 2: The order is accepted as is.

— The system shows the expected profit if the order is taken with-
out any modifications to the delivery schedule.

e Scenario 3: The order is accepted with an improved delivery
schedule.

— This scenario presents the potential profit after applying an im-
proved delivery schedule to maximize efficiency.

It is important to note that the system does not provide a definitive
output, such as 'accept’ or 'reject.” Instead, it presents these scenarios to
assist the decision-maker in evaluating their options. The differences in
optimal profit result from shifts in demand and the acceptance or rejection
of the new customer.

Step 2: Impact on Sales and Backlog

The second step highlights the operational impacts of accepting the order.
It identifies which companies’ sales and backlog values will change, enabling
the decision-maker to assess the broader implications of their decision.

Step 3: Delivery Schedule Overview

In the final step, the system presents detailed delivery schedules for each
company. This includes specific timelines and allocations, providing users
with a clear understanding of how the order will be fulfilled in practice.
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16.6 Benefits to the Company

Currently, Nesco manages order selection and customer allocation through
manual decision-making processes. While this approach has been sufficient
under past conditions, demand in the upcoming season is projected to sig-
nificantly exceed the company’s current production capacity. In response
to this challenge and recognizing the limitations of manual planning, the
DSS has been developed to optimize production planning and customer
prioritization through data-driven, analytical methods.

The DSS provides several key advantages. Most notably, it enables the
company to improve profitability by prioritizing orders with the highest eco-
nomic return while remaining within production constraints. This allows
BobaCo to generate greater revenue, even when all customer orders can-
not be fulfilled. Additionally, the system strategically prioritizes loyal and
high-prestige customers, reinforcing long-term relationships and enhancing
overall customer satisfaction.

Flexibility is another major strength of the system. It can adapt to
various operational scenarios, including changes in production capacity, the
introduction of new product lines, or shifts in demand patterns. When new
input data such as a sudden influx of orders is introduced, the model can be
quickly rerun to produce an updated production and allocation plan. This
responsiveness is especially valuable in high-demand situations, supporting
agile and informed decision-making.

To evaluate the model’s performance, we tested it using three different
simulated demand datasets: uniform demand, mid-heavy demand, and end-
heavy demand scenarios. Across all tests, the system consistently produced
feasible and profitable outcomes. The most significant improvement was
observed in the mid-heavy demand scenario which aligns with the expected
real-world demand pattern for the upcoming season. Overall, we observed a
3.5% reduction in total backlog and penalty costs, highlighting the tangible
benefits of transitioning from manual processes to a data-driven approach.

In summary, adopting the DSS allows BobaCo to operate more efficiently
and competitively. The system not only increases profitability but also im-
proves, strategic customer management, and long-term planning by taking
into account key operational factors such as profit, customer satisfaction,
and contractual obligations.

16.7 Conclusion

In conclusion, this project successfully delivered a robust DSS tailored to
Nesco Gida’s operational needs. By combining a linear programming model
with real-world constraints, customer priorities, and an interactive inter-
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face, the system enables the company to improve production planning and
customer allocation under high-demand scenarios. Validation using both
simulated and real data confirmed the model’s reliability, efficiency, and
alignment with past performance. With its flexibility, scalability, and im-
proved decision-making capabilities, the DSS offers a practical solution that
supports Nesco’s current operations and positions the company for future
growth.
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Appendix: Pseudocode of the Algorithm

Initialization:
Set f« 1.
Set run_count < 0.
Set w_set empty.
Define the Model.
While f =1 do
Increment run_count.
If run_count = 1 then
Run the model excluding the last customer demand.
Else if run_count = 2 then
Run the model with the last customer demand.
Else
Calculate shadow prices for backlog constraint.
For each demand week w of the last customer do
If w in w_set then continue.
Compute shadow price for backlog constraint.
If shadow price > 0 then
Add week w to w_set.
Continue.
For each demand from week w + 1 to w + flexibility|c]
Compute shadow price for backlog constraint.
Calculate difference with shadow price of week w.
Select maximum shadow price difference.
If max shadow price difference > 0 then
Shift n units of demand from week w to week
with highest shadow price.
Break.
Else
Add week w to w_set.
End if.
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End for.
End if.
If demands do not change in last two iterations then
Set f « 0.
End while.
Output:
Delivery schedule without the last customer.
Delivery schedule with the last customer.
Delivery schedule with shifted demand.
Objective function value without the last customer.
Objective function value if the customer is accepted as requested.
Objective function value if the customer is accepted with shifted demand.
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Tedarik Zinciri Verimliligini 17
Artirma Odakli Talep Tahmini

Nestlé Tirkiye

Proje Ekibi
Kayra Kaan Akpinar, Aybiike Aldirmaz, Acar Karabicak,
Bora Kol, Cengiz Menten, Ilgin Tekirdag, Sera Tekkok

Sirket Danigsmanlar: Akademik Danigman
El¢in Kocaman, Bilgi Teknolojileri Dog. Dr. A. Selin Kocaman
Inovasyon Yoneticisi Endistri Miithendisligi Bolimii

Gorkem Sayali, Kidemli Talep ve
Tedarik Planlama Yoneticisi

Ozet

Bu proje, Nestlé’nin talep tahmin hatalarindan kaynaklanan iade veya
satilamayan tirtin sorununu ¢ézmeyi hedeflemektedir. Perakende Satis Ka-
nali'na odaklanarak, veri odakli bir talep tahmin sistemi ve matematik-
sel model ile stok, satig ve dagitim yonetimi optimize edilmistir. Mevcut
mantiel siirecler nedeniyle diisiik olan talep planlama dogrulugu artirilmas,
gercek zamanh verilerle tiretim ve talep daha iyi dengelenmistir. Boylece
israf azaltilmig, maliyetler diigtiriilmiis ve stirdiiriilebilirlik hedeflerine katki
saglanmigtir. Bunun i¢in makine 6grenmesi modellerinden Light GBM ve op-
timizasyon i¢in matematiksel modelleme birlikte kullanilmigtir. Gelistirilen
karar destek sistemi, kotii tiriin miktarini azaltirken tedarik zinciri verim-
liligini artirmig ve Nestlé'nin operasyonel performansina siirdiiriilebilir bir
katki saglamigtir.

Anahtar Sozctikler: Talep Tahmini, Envanter Optimizasyonu, Tedarik
Zincirinde Veri Analizi, Kotii Uriin Azaltma
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Demand Forecasting for Enhanced Supply
Chain Efficiency

Abstract

This project aims to solve Nestlé’s issue of returned or unsellable products
caused by demand forecasting errors. Focusing on the Retail Sales Channel,
it seeks to optimize inventory, sales, and distribution management through
a data-driven demand forecasting system and mathematical model. Due
to current manual processes, demand planning accuracy is low; the project
improved this by using real-time data to better align production with de-
mand. This helped reduce waste, lower costs, and support sustainability
goals. For this purpose, machine learning model Light GBM and optimiza-
tion tool PuLLP are used in an integrated way.

Keywords: Demand Forecasting, Inventory Optimization, Data Analysis
in Supply Chain, Bad Good Reduction

17.2 System Analysis and the Problem

Nestlé’s current sales planning process is carried out through five struc-
tured weekly meetings involving various teams such as Category Develop-
ment, Demand and Supply Planning (DSP), and Sales Operations. These
meetings lead to the creation of an 18-month forecast and finalized produc-
tion and distribution decisions. Additionally, a Vendor-Managed Inventory
(VMI) system is used during Monthly Business Planning (MBP) to manage
distributor-level inventory and replenishment. However, demand forecasting
is still largely manual and based on simplistic methods, such as multiplying
past sales figures by a fixed constant, without applying advanced mathe-
matical models. This lack of data-driven forecasting has led to low Demand
Planning Accuracy (DPA), currently below 50% in some channels. Conse-
quently, Nestlé faces issues like overproduction, overstocking, and increased
levels of bad goods which are products that expire before being sold. By
September 2024, the cost of bad goods reached over $187 million, driven
mainly by poor inventory planning and amplified by the bullwhip effect.
This results in inefficiencies across the supply chain, including higher stor-
age costs, reduced product freshness, and operational waste. The project
aims to address these issues by implementing a more dynamic and data-
driven demand forecasting system (Nestlé Global, 2024).

17.3 Proposed Solution Strategy

To address the problem defined in Section 17.2, our solution consists of two
integrated models. The first is a demand forecasting model based on ma-
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chine learning techniques and traditional forecast techniques, which utilizes
historical sales and inventory data to generate accurate demand predictions.
These predictions are then used as input for our second model—an optimiza-
tion model designed to determine the ideal sales and distribution quantities.
By combining these two models, we aim to reduce the volume of bad goods
caused by overproduction and poor inventory alignment while keeping the
unmet demand levels at a certain level. This two-step approach enables a
data-driven and scalable solution that aligns production with actual market
demand while minimizing waste.

i ™y

Data Coordination v

| —
Mathematical Monthly Purchases

Forecasting Model Model and Stock Levelz

Historic Demand Data
Analyzis
| S —

Figure 17.1: Flow Chart for the Conceptual Model

17.3.1 Critical Assumptions

To ensure a more reasonable and manageable model, several critical as-
sumptions were made. Lead times are assumed to be negligible, as Nestlé
provides frequent shipments and our model operates on a monthly basis.
The focus is on the identified underperforming business groups: Coffee and
Beverages, Chocolate and Confectionery, Infant Nutrition, and Children’s
Beverages, and their data is used for validation. It is assumed that pro-
duction, inventory capacities, and supplier reliability are sufficient to meet
forecasted demand, excluding uncertainties from these factors. Political dis-
ruptions, such as boycotts, are also excluded from the scope although it in-
cludes scenario-based planning for unexpected demand fluctuations. Lastly,
all shipments are assumed to be at a constant freshness, disregarding any
variation in product aging from Nestlé’s warehouses.

17.3.2 Major Constraints

The primary constraints stem from the current VMI system, which cal-
culates stock levels based on a fixed three-week demand coverage without
considering cost factors, leading to heuristic and sometimes suboptimal de-
cisions. This rigid approach also creates inefficiencies for products with
longer shelf lives. Another major limitation is data availability as many
product ID codes change annually at Nestlé, restricting the usable histori-
cal data to the years 2022-2024. This short data window may introduce bias
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and reduces the effectiveness of forecasting models, as compiling a longer,
consistent dataset is not feasible under current system limitations.

17.3.3 Objectives

The main objective of this project is to reduce the quantity of bad goods,
measured in kilograms, while balancing the trade-off with unmet demand
using a weighted scenario approach, leaving the unmet demand threshold
decision to Nestlé’s planning team. Key sub-objectives include improving
demand forecasting accuracy, particularly for retail distributors, where the
lack of a robust forecasting system has led to significant mismatches between
predicted and actual demand. Additionally, optimizing Nestlé’s primary
sales to distributors is crucial to avoid both overstocking, which increases
bad goods, and understocking, which results in unmet demand, especially
important given the current economic volatility. Ultimately, the goal is to
enhance supply chain efficiency and generate substantial cost savings for
Nestlé by reducing the rising trend of bad goods.

17.4 Solution Approach
17.4.1 Demand Forecasting Model

A hybrid demand-forecasting model was developed using the Secondary
Sales dataset, which contains monthly demand columns for each month
of 2022-2024, plus a Grand Total column summing all months. Distributor
identities are stored in the Customer Code L6 column, product categories
in BusinessCategoryTR, subcategories in FGroup, and finer subgroups in
Local Attribute 5. To forecast demand for a given month, all other month
columns—as well as the encoded categorical fields—serve as input features.

During preprocessing, all categorical variables were label-encoded, de-
mand values were scaled to [0, 1] to account for wide value ranges, and any
rows with missing data were removed.Our comprehensive approach fits five
forecasting methods: Moving Average, Exponential Smoothing, ARIMA,
Neural Networks, and Light GBM for each product-distributor series. Each
method’s forecasts are evaluated on a hold-out set using RMSE, and the
lowest-error model is automatically selected per series.

This dynamic strategy captures varying seasonalities, trends, and volatil-
ity across different series, resulting in a dramatic accuracy improvement: the
overall RMSE dropped from around 150 kg under the Light GBM-only model
to approximately 55 kg with the hybrid approach. Model performance is re-
ported via R?—indicating explained variance—and RMSE, which measures
average prediction error.
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17.4.2 Mathematical Programming Model

A two-stage stochastic optimization model is developed to minimize the
quantity of bad goods. The parameters used only in the Python PulL.P
code are as such:

e 1: Mean forecast value for demand.
e o0: Standard deviation for demand.
o [: Forecasted demand for month ¢.
e o : Confidence level for scenario generation (related to quantiles).

i and o is used to calculate the maximum inventory capacity. Fj is used to
calculate the demand. Finally, o is used for generating scenarios, with its
value being 5% as expected. The two-stage stochastic optimization model
is given below.

Sets

e T'=1{1,2,...,24} for months.

e J=1{1,2,...,24} for shipment months.
o K ={1,2,...,n} for scenarios.

e EB(t)={jeJ|j<tandt—j < PL} for shipment months whose
products remain within their shelf life and are available for sale in
month ¢.

Parameters

® D;,: Demand in month ¢ for scenario k.

M: Maximum inventory threshold.

e PL: Product life cycle in months.

wy: Weight for scenario k.

e c: Maximum allowed expected unmet demand, controlling the trade-
off between inventory costs and service levels.

Decision Variables
e P;: Primary sales in month ¢.
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e S; ik Sales from production month j in month ¢ for scenario k.
e BGyy: Bad goods in month ¢ for scenario k.
e UD,;: Unmet demand in month ¢ for scenario k.

e N, ;i Inventory at the end of month ¢ for shipment month j and
scenario k.

e KXt j k: Expired inventory in month ¢ from shipment month j in

scenario k.
Model
K T
min ZwkZBGm (17.1)
k=1 t=1
K T
st > wp» UDyp<ce (17.2)
k=1 t=1
Nj,j,k = f:)] — Sj’j’k, j S T, ke K (173)
Nt7j7k = Ntfl,j,k — St,j,lﬁ t e T,j € T, ke K (174)
EXi k= N1k, teTl,jeT ke K,t=j+ PL
(17.5)
BGyr =Y EXyjn teT ke K (17.6)
jeT
Stjk < D1, teT,j€EB(t),ke K (17.7)

Siik < Drici— Y. Sk t€T,jEEB(t), ke K  (17.8)

1€EB(t),i<j

> Sijk+UDyy =Dy, teTkekK (17.9)
JEEB(t)
Nk < M, teTl,jeT ke K (17.10)
Py, Si ik, BGyj, UDyy, > 0, teT,jeJkekK (17.11)

The objective function (1) minimizes the weighted bad goods and un-
met demand across all scenarios. The epsilon constraint (2) transforms the
biobjective problem into a single-objective formulation by bounding unmet
demand within a user-defined threshold ¢, allowing emphasis on minimiz-
ing bad goods. The third constraint (3) defines the initial inventory at the
beginning of the planning horizon as the difference between primary sales
and scenario-specific sales. The fourth constraint (4) updates inventory lev-
els each month by reducing the previous month’s inventory by the current
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month’s sales, following the FIFO principle. The fifth constraint (5) iden-
tifies expired inventory as any stock that remains unused at the end of its
expiration period. The sixth constraint (6) aggregates expired inventory
across all months and scenarios to compute the total amount of bad goods.
The seventh constraint (7) ensures sales from older batches are prioritized
and do not exceed demand from earlier periods. The eighth constraint (8)
restricts sales from newer batches to the leftover demand not satisfied by
older batch sales. The ninth constraint (9) enforces that total sales and
unmet demand together fulfill the demand in each period. The tenth con-
straint (10) ensures that inventory for each production month and scenario
stays within the maximum allowable limit. Finally, the eleventh constraint
(11) ensures that all decision variables—such as sales, bad goods, and unmet
demand—are non-negative to reflect realistic conditions.

The two-stage stochastic optimization model was solved using Pyhton
Gurobi. For validation, the model was adapted to PuLP, an open-source
alternative. To generate preliminary results, the model was run for one
distributor and one product. Historical data was used to determine inven-
tory limits, guided by Nestlé’s service level logic (Type 2), which assumes
minimal unmet demand. Demand was modeled as Normally distributed,
supported by statistical analysis, and a service level 5y = 99.9% was ap-
plied to estimate maximum inventory. Demand was obtained using the
dynamic forecast model. Although the model runs for 24 months, only the
first 12 months are used to evaluate bad goods and unmet demand, as the
objective is annual optimization with consideration of future dynamics.

To account for uncertainty, multiple demand scenarios were created by
sampling from a Normal distribution with parameters derived from the fore-
cast. The model was solved iteratively by expanding the scenario set until
objective values stabilized under a predefined tolerance. Once stable, the fi-
nal scenario set was fixed and used to generate a robust solution. Lastly, the
epsilon constraint method was applied, which functions as a way of limiting
the unmet demand, producing the Pareto frontier and scenario-objective
plot using validated demand data.

17.5 Verification and Validation

Forecasting Model:

The forecasting model was verified through three tests: (1) Continuity
Testing confirmed stability by scaling demand inputs and observing propor-
tional RMSE changes; (2) Degeneracy Testing showed reliable predictions
under extreme inputs; (3) Consistency Testing validated logical behavior
across different model depths.

For validation, data cleaning removed irrelevant entries and applied PCA
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Figure 17.2: Pareto optimal frontier (left) and number of scenarios vs the
objective

for dimensionality reduction. One-hot encoding and power transformation
were used before splitting data 80/20. Monthly hyperparameter tuning with
Optuna improved performance. The model achieved an RMSE of 55 and
R? of 74.85%, though monthly scores were lower due to high variance in
individual months.

Optimization Model: Verification included: (1) Deterministic Com-
parison, where the simplified model gave 0 bad goods/unmet demand; (2)
Continuity Testing, which confirmed expected behavior under parameter
changes; (3) Degeneracy and Consistency Testing, which validated model
response to extreme and boundary cases.

Validation used historical data from October 2022 to 2024, taking the
average ofmost sold 20 products, focusing on bad goods accumulation. Com-
pared to historical data (301.90 kg):

e With secondary sales: 198.41 kg (34.28% improvement)
e With primary sales: 233.19 kg (22.76% improvement)

Scenario weights were derived from a 95% confidence interval assuming
Normal distribution. A user interface is planned for flexibility, and the
model is implemented in PuLLP for compatibility with Nestlé’s systems.

17.6 Implementation Plan and Pilot Study

To ensure successful adoption, a structured implementation plan has been
developed in collaboration with the company. A key component is the de-
velopment of a UI/UX interface to serve as both a demo and an explanatory
tool, clarifying model inputs, outputs, and functionality. Technical reliabil-
ity, code robustness, and security compliance will be addressed, including
access control and authentication.

Initial integration includes a presentation on how local data feeds into
the models and how the outputs support production optimization. Cross-
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Figure 17.3: User Interface: Input Screen and Pareto Frontier Table

departmental involvement, especially from sales and marketing teams, helps
align model use with business goals and gather feedback for future improve-
ments. The aim is to embed the system into daily operations while main-
taining scalability and adherence to internal software standards.

A pilot study was conducted using historical data from 2022-2023 to
evaluate model effectiveness, since real-time validation isn’t feasible due to
long product shelf lives. The decision support system was applied to cleaned
production and defect data, and its predictions were compared to actual bad
goods reports.

The pilot measured potential reductions in bad goods, operational effi-
ciency gains, and overall model reliability. Feedback from Nestlé’s indus-
trial advisors helped refine the model and documentation. Key milestones
included system implementation by May 18th, evaluation by May 28th, and
final presentation on June 11th. The pilot confirms the strategy’s feasibility
and offers a reliable foundation for full-scale deployment.

17.7 Benefits to the Company

The project addresses the issue of bad goods (BG), which affects multiple
cost centers—production, logistics, storage, and disposal. By reducing BG,
the company can lower operational costs while advancing sustainability and
digitalization goals.

The Light GBM-based demand forecasting system improves demand ac-
curacy at the city and market levels, helping prevent overproduction and
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unmet demand. This leads to more efficient distribution, reduced trans-
portation, and optimized inventory management.

The mathematical model further enhances decision-making by analyz-
ing key variables such as sales, inventory, and BG for each scenario. These
insights will guide policy improvements and strengthen distributor coor-
dination. Reducing BG also means less environmental waste, particularly
from packaging and consumable materials.

Data outputs—both graphical and numerical-—highlight trends by prod-
uct, location, and distributor. This enables proactive actions like adjusting
shelf life practices and improving storage conditions. Operational flexibil-
ity is also improved, allowing the company to better plan production, lead
times, and safety stock.

While eliminating BG entirely may not be possible, the tools developed
help minimize it and identify recurring problem areas. Ultimately, the inte-
gration of forecasting, optimization, and analytics supports a data-driven,
scalable decision-making structure that aligns with the company’s long-term
transformation strategy.

17.8 Conclusion

This project addresses a critical challenge in Nestlé THirkiye’s supply chain:
the high volume of bad goods driven by inaccurate demand forecasting and
misaligned inventory planning. By designing an integrated decision sup-
port system that combines a machine learning and traditional methods, a
dynamic demand forecasting model, with a two-stage stochastic optimiza-
tion framework, the project offers a scalable and data-driven solution to
align production with actual demand. The forecasting model enables ac-
curate monthly demand predictions by leveraging historical secondary sales
data, while the optimization model minimizes bad goods and unmet demand
across multiple scenarios.

Pilot results have shown significant improvements: a 34.28% reduction
in bad goods for secondary sales and 22.76% for primary sales. Addition-
ally, the development of a user interface supports future integration and
usability within Nestlé’s existing planning systems. By improving forecast
accuracy and optimizing inventory decisions, this solution enhances sup-
ply chain efficiency, reduces waste, and supports Nestlé’s sustainability and
digitalization goals.
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Beko Kiigiikk Ev Aletleri Direktorliigii tirtin temini yaptigr tedarikgilerin
performanslarinin degerlendirilmesi i¢in bir performans degerlendirme sis-
temi kullanmaktadir. Yapilan analizler dogrultusunda, kullanilan sistemin
glivenilirliginin ve sonuclarinin tutarhilhiginin test edilmedigi, tedarik¢ilerin
gelecek performanslar: ile alakali 6n bilgi edinilmedigi ve literatiirde olan
bazi degerlendirme kriterlerinin sistemde olmadig1 saptanmigtir. Tedarikei
performans sistemini iyilestirmek amaciyla performanslar farkli yontemler
ile sinanarak sistemin giivenilirligi ve tutarliligi olciilmis, gelistirilen er-
ken tespit mekanizmasi ile tedarikgilerin gelecek performanslari hakkinda
ongorii elde edilmesi saglanmigtir. Gelistirilen karar destek mekanizmalari,
kullanilan sistemin sonuclarina olan giivenilirligi arttirmakla beraber, teda-
rikgilerin gelecek performanslarimi %60’a yakin oranda dogru tahmin ederek
tedarik¢i performansi kaynakli kayiplarin ontine gegilmesi ve yeni tedarikci
arayigl siirecinin hizlandirilmasina yardime: olmaktadir.

Anahtar Sozciikler: Cok kriterli karar verme, duyarlilik analizi, korelas-
yon analizi, erken tespit sistemi, tedarikci performansi degerlendirmesi.
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Supplier Evaluation System
Abstract

The Directorate of Small Domestic Appliances of Beko uses a performance
evaluation system to evaluate the performance of suppliers from which it
supplies products. In line with the analyses conducted, it was determined
that the reliability of the system used and the consistency of its results
were not tested, preliminary information regarding the future performance
of suppliers was not obtained, and some evaluation criteria in the literature
were not included in the system. In order to improve the supplier per-
formance system, the reliability and consistency of the system were mea-
sured by testing the performances with different methods, and the developed
early detection mechanism provided foresight about the future performance
of suppliers. The developed decision support mechanisms increase the re-
liability of the results of the system used, and by estimating the future
performance of suppliers with a rate of approximately 60% accuracy, they
help prevent losses due to supplier performance and accelerate the process
of finding new suppliers.

Keywords: Multiple criteria decision analysis, sensitivity analysis, corre-
lation analysis, early detection system, supplier performance evaluation.

18.1 General Information

Established in 1955, Beko is one of the leading white goods manufacturers
in Tirkiye and Europe, operating in over 100 countries under global brands
such as Argelik, Beko, and Grundig. The company employs over 40.000 peo-
ple and focuses heavily on innovation through its 29 R&D centers worldwide.
The Cayirova-based Small Domestic Appliances (SDA) Directorate is one
of Beko’s specialized facilities, responsible for compact domestic appliances
such as coffee machines, kettles, and vacuum cleaners. (Beko, 2025) Most of
these products are procured as finished goods from suppliers across Tiirkiye,
China, and Europe.

18.1.1 Current System and Analysis

The supplier evaluation system currently in use creates an annual scorecard
for each supplier based on five main performance categories. Each category
is further broken down into sub-criteria, and responsible departments enter
scores through SharePoint and later process them in Excel. The final scores
are calculated using weighted averages, and each supplier is classified from
A to D based on these scores. The system includes a ruleset to guide
the company’s response to underperformance, such as warnings or contract
terminations for repeated C or D grades.
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Historical data from 2015 to 2023 was analyzed to understand the dis-
tribution of scores, grade transitions, missing data patterns, and variance
between categories. The results showed that while the system uses the full
scoring scale, some sub-criteria suffer from significant missing data. Also,
correlation analysis revealed statistical relationships between some criteria,
possibly leading to biased results. There is no existing mechanism to test
the system’s robustness or detect declining supplier performance over time.

18.1.2 Problem Definition

The following problems were identified in the current system: Firstly, the
robustness and consistency of supplier scores have not been validated from
different perspectives, which may raise concerns about the reliability of
the evaluation outcomes. Secondly, the system lacks an early detection
mechanism to gain insights about suppliers’ future performance and identify
declining performance before it results in critical issues. This forces the
company to manage supplier failures reactively, often with limited time
to identify replacements. Lastly, the system has missing parts when the
current trends in supplier evaluation are reviewed, especially in broader
sustainabilitymetrics, which may align with the company vision.

18.2 Proposed Solution

Two critical assumptions have been established to guide this study’s direc-
tion. The first assumption is that all departments using the evaluation sys-
tem have adequate training and resources that ensure input accuracy. The
second assumption asserts that inspections of delivered goods and quality
control tests applied to these goods are suitable for quality performance
measurement. These assumptions help us to ensure grades are accurate,
and we aim to improve the logic and calculations behind the evaluation
system.

Two major constraints have been highlighted to ensure a clear under-
standing of the limitations within this study. The first constraint indicates
that, in some cases, only one supplier is available for a specific product,
which limits alternatives and makes replacements difficult. The second con-
straint is that some suppliers provide multiple products, which complicates
contract termination, as it may affect several items at once.

18.2.1 Objectives

This project aims to improve the supplier performance evaluation system
in the current use of the Directorate of Small Domestic Appliances at Beko
from the following perspectives: The robustness of the current system and
consistency of the results are checked, and a decision support mechanism
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is developed to provide insights about the future performance of suppliers.
Points that this project focuses on helping the Directorate to support strate-
gic decision-making processes by establishing weights of criteria aligned with
the company’s priorities, ensuring consistency and robustness by alternative
computation methods, and gaining insights about performances to prevent
potential undesired situations in supplier performances. Decision support
mechanisms in this project provide outcomes to the Directorate on their own
and with top management meetings to see the current system’s performance
and make decisions about relationships with suppliers.

18.2.2 Solution Methods

Five different aspects were used in our project as solution approaches. The
first, second, and third ones are used to ensure the robustness of the current
system. The fourth one is developing an early detection mechanism to
provide insights about future performances, and the fifth one is identifying
missing parts in the criteria.

1. Alternative Computation Methods focus on the evaluation of the sup-
plier evaluation system with two (MCDM) Multi-Criteria Decision-
Making methodologies: TOPSIS (Technique for Order Preference by
Similarity to Ideal Solution) and Ideal Point Distance with Squared
Differences. It is beneficial to generate alternative rankings and iden-
tify discrepancies with the current system’s rankings. (Thakkar, 2021)
This method is used to see if the results of evaluations are dependent
on the calculation method and if the results change significantly when
we change the calculation method. Significant changes in the results
show that the calculated performance of suppliers can change easily
when we change the computation method. Comparing the results of
the current system after evaluating supplier performances using two
alternative computation methods helps us assess the consistency of the
results of the current system. If we get significant changes among the
three methods, this may show that classifying suppliers with just one
calculation method may be a biased approach, and to classify them,
all results could be considered, like classifying C and D for the suppli-
ers who receive these grades in all computation methods. Results of
these alternative methods and how similar to the current system can
be seen in Table 18.1. Historical data were used for samples, and there
are no significant differences between computation methods, and the
current system is robust from this aspect.
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Table 18.1: Similarity Ratio of Methods

Method TOPSIS Euclidean Current System
TOPSIS 1 0.94 0.93
Euclidean 0.94 1 0.93
Current System 0.93 0.94 1

2. Sensitivity analysis approach examines how changes in the input pa-
rameters affect the optimal solution. Its main benefit is that it can
be understood how much the current system is sensitive to the given
weights (Pitchipoo et al., 2013). If the results exhibit that the system
is very sensitive to weights, it could be a sign that calculations can
change significantly based on weight changes. An LP model was de-
signed for sensitivity analysis; this model shows how we can increase
or decrease the weight of a criterion to see upper and lower bounds,
while the sum of weights is kept as 1 and other weights are changed
accordingly. If the range of weights for a criterion is too narrow, that
could mean the given weight strictly determines the results; on the
other hand, if the range is too wide, the criterion has less impact on
results than thought. The percentage for relatively normal increases
and decreases in the weights could change year by year according to
company decisions and strategies, but + 10% change in weights could
be acceptable, and shows the system is not very sensitive for given
weights.

The mathematical model for sensitivity analysis is shown in Appendix
18.7 with the parameters, decision variables, objective function, and
constraints.

Explanation of objective function and constraints are as follows:

e (1) Maximizes the sum of absolute weight changes across all cri-
teria to reflect the overall adjustment impact.

e (2) Ensures the new weights form a valid distribution by summing
to 1.

e (3) and (4) Define the absolute weight change for each criterion.
These enforce that yeiteria 1S at least the positive difference be-
tween old and new weights.

e (5) Computes each supplier’s new total score using the updated
weights and known performance scores.

e (6) Ensures that the worst 10 suppliers (based on initial scores)
remain below the performance threshold 60.
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Table 18.2: Percentage of prediction match by Exponential Smoothing

Criterion 2020 2021 2022 2023
Quality 53.33% 45.56% 44.44% 45.46%
Logistics 56.67% 47.78% 45.56% 42.22%
Commercial 55.56% 50% 51.11% 56.67%
Project Management — 50%  43.33% 36.67% 35.56%
Sustainability 100%  33.33%

Overall Grades 61.54% 67.03% 67.09% 68.13%

e (7) Ensures that all other suppliers score at least 60, separating
lower performers from the rest.

e (8) and (10) If the target criterion is being adjusted, its change
must be reflected accurately in ¥arget-

e (9) and (11) Limit the change in non-target criteria to maintain
balance and prevent excessive influence from any category.

3. Correlation analysis is another method that the Pearson correlation
test is used to measure the strength and direction of the relationship
between two variables. (James et al., 2013) This method excels when
any existing relationships between the criteria are desired to be de-
tected to prevent a criterion from considering the same factor more
than once. Some correlations were found in criteria and sub-criteria
pairs and shared with the company. The ones that they also suspect
and think the results are reasonable are re-evaluated, and changes in
weights are discussed.

4. An early detection system has been developed with exponential smooth-
ingmethod to predict future values by applying weighted averages,
where more recent observations have greater weight. It is advanta-
geous in the case that finding a new supplier in a short window may
cost the company money and prevent comprehensive supplier search-
ing. Hence, the historical data is limited, exponential smoothing is
chosen, and as years pass and data increases, more sophisticated meth-
ods could be used to predict future performances. (Billah et al., 2006)
Ratio of predicting supplier performance for the past years by the
early detection system can be seen in Table 18.2, which shows that
almost 65% of suppliers’ performances are predicted accurately.

5. The current evaluation system has received limited updates, so a lit-
erature review has been conducted, and it involves analyzing exist-
ing research, methodologies, and case studies relevant to the supplier
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Table 18.3: Maximum Difference Analysis

Sample Mean Std Deviation

Sample 1 9.1 6.12
Sample 2 9.47 6.03
Sample 3 9.47 6.03

evaluation technique. It is advantageous because it provides different
strategies to enhance Beko’s supplier evaluation system. Findings,
especially about the different aspects of sustainability (financial and
social), a criterion that the company cares about and wants to update,
are shared with the company.

18.3 Validation Approach

A validation has been conducted to check the robustness and consistency
of our solution approaches. Since we are proposing a novel approach, con-
ducting a validation is not straightforward. So, we primarily have relied on
expert opinion to support our findings. Additionally, we have used datasets
generated by replicating key characteristics of the supplier evaluation data
from last year using the jack knifingtechnique. (Conover, 1999)

Validation of alternative computation methods was made using the sim-
ulated data. It has three main assessments. First, the maximum ranking
differences among the three methodologies were assessed for each supplier.
Second, TOPSIS and Euclidean methods were compared against the tra-
ditional ranking system. Third, a correlation analysis was conducted to
determine the consistency between the ranking methodologies. As a result,
the ranking methods exhibited an overall agreement but did not produce
identical results. This indicates that their system is robust and gives con-
sistent results; see Tables 18.3-18.5.

Validation of the sensitivity model was conducted using the historical
data. The results we obtained indicate that the values obtained in both
years are relatively close, demonstrating the model’s stability over time.
Simulated data is also used in validation. The results obtained from the

Table 18.4: Maximum Difference Analysis of C and D Suppliers

Sample  Mean Std Deviation

Sample 1 10.23 6.88
Sample 2 7.81 5.01
Sample 3 8.54 5.11
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Table 18.5: Comparison of Real and Simulated Data Correlation Findings

Criteria Pair Real Data Simulation 1  Simulation 2  Simulation 3
Quality and Logistic Weak Moderate Moderate Moderate
Project =~ Management Moderate Moderate Moderate Moderate
and Commercial

Commercial and Sus- X Weak Weak Moderate
tainability

Quality and Sustainabil- X X Weak X

ity

simulated dataset showed a strong alignment with the patterns observed
in past data. Specifically, the relative ranking of criteria remained largely
stable.

Validation of correlation analyses was also conducted using the simulated
data. The correlated pairs we found in the actual data also appeared in all
resampling datasets. In addition, it is observed that some additional pairs
were also correlated, but these pairs were not constant for each dataset. As
a result, no consistent correlation was found apart from the real findings.

These 3 aspects showed us the system in current use is robust from these
aspects and gives consistent results. In addition to the above validation
methods, we have shared and discussed the results with the company, and
they also found these results reflect reality and as they expected, so expert
opinion was received.

Validation of the early detection system was conducted using historical
data. We predicted the 2020, 2021, 2022, and 2023 values with the early
detection system and compared with the actual grades. In this validation,
we have focused on the percentage of catching C and D grades. As a result,
overall, more than 60% of grades were predicted accurately, and the system’s
accuracy has improved over the years.

18.4 Outcome and Deliverables
18.4.1 Outcome

This project improves the reliability and foresight of Beko’s supplier eval-
uation process. Key outcomes include a robustness tested scoring system,
an early detection mechanism for declining performance, and an improved
decision support structure aligned with modern supplier evaluation trends.
These improvements allow Beko to proactively manage risks, support strate-
gic decisions, and simplify contract decisions.
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Figure 18.1: User interface

18.4.2 Deliverables

As a central outcome of this project, a decision support system (DSS) has
been developed; see Figure 18.1 for a glimpse. This system integrates mul-
tiple analytical tools, including alternative computation methods, which
allow the company to generate comparative rankings and validate current
scoring mechanisms. Alongside these tools, sensitivity and correlation anal-
ysis modules are embedded, enabling users to assess the system’s results
and upper/lower bounds for weights under different configurations and to
detect any correlation between criteria.

Another core component of the system is the early detection module,
which applies exponential smoothing to predict future supplier performance.
This predictive approach offers timely insights, allowing Beko to take proac-
tive action before performance declines become critical. The module has
been fine-tuned using historical data from 2015 to 2023, and its predict-
ing accuracy has been validated through performance metrics, particularly
focusing on matching C and D grade predictions.

Additionally, a detailed literature review has been conducted to align the
system with global trends in supplier management, including sustainability
and social responsibility.

Besides these deliverables, an executive summary report is delivered,
which includes details and results of analyses of the system. This summary
is beneficial during the meetings with top management and within the de-
partment, hence providing analytical details about the system and possible
results that any change in the current system may give.
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18.5 Integration and Pilot Study

The developed decision support system has been packaged for flexible de-
ployment. The system supports various integration options, including stan-
dalone use, REST API connectivity, embedding within existing platforms,
and integration. Technical documentation and implementation guides have
been prepared, ensuring ease of customization and long-term usability based
on Beko’s operational needs. The decision support mechanism is designed
to work with historical supplier data, which can be uploaded in the standard
spreadsheet format that the company uses in the current system.

In April, we received new supplier performance data for 2024, which was
calculated by using the current system. A pilot study with this data was
conducted synchronously by us and the company. After using this data in
our decision support tool with all modules and discussing the results with
the Industrial Advisor, we received the feedback that the results are reason-
able by showing robustness and consistency of the systems and predicting
future performance of suppliers with 56.2% accuracy.

18.6 Benefits and Benchmarking

This project helps Beko’s supplier evaluation system by increasing its relia-
bility and proving consistency. Applying alternative computation methods,
sensitivity analysis, and correlation analysis helped Beko test their current
system from different aspects and ensure its robustness. An early detection
system helps Beko gain insight into suppliers’ future performances, alert
them about declining performances, and start searching for new supplier
processes earlier, which may help solve major limitations that cause prob-
lems about terminating contracts, hence dependent on suppliers.

After showing the decision support system to the Industrial Advisor, it
is told that it is helpful for them to discuss weights and see how potential
changes in weight could be beneficial. Also, they mentioned that rules
in current use that determine contract terminations according to supplier
performances could be changed while adding new action plans, hence getting
insights about future performances. They said that this system is beneficial
for them during decision-making processes within the Directorate.

There are 5 different aspects of the solution approach. By applying alter-
native computation methods, the project generates new supplier rankings
and compares them with Beko’s current evaluations, offering a means of val-
idation and potential improvement. Hence, offering two new computation
methods, results should be compared with the system in current use, and
supplier classifications could be determined accordingly. To classify suppli-
ers as C or D, the company may expect to see the supplier classified as C
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or D in all of the methods; if some methods generate different results, then
this supplier could be classified in a different category where Beko could
examine closely and give alerts about declining performances. Through the
sensitivity analysis, the upper and lower bounds of criteria could be deter-
mined. If an upper or a lower bound has dramatic changes than actual
weight, this could be commented as that criterion is not assessing suppliers
as expected and does not have a significant impact on grades; on the other
hand, if upper and lower bounds are very close to actual weight, this could
be commented as this criterion is strictly determining grades of suppliers.
We expect to see around 10% change in actual weights. Finding correlations
may signify that some criterion has more weight than actual, hence assessing
some suppliers’ features more than once under different criteria. Repeating
correlations should be examined closely, and findings about historical corre-
lations were shared with Beko. These solutions approach aspects help Beko
assess the current system from different perspectives and produce more re-
liable outcomes. Developing an early detection system for supplier grades
supports proactive risk identification, contributing to more effective supplier
management. As the Industrial Advisor stated, this system could be helpful
for them to alert suppliers whose performance is declining and change the
ruleset accordingly while bringing new action plans. Insights gained from
an extended literature review ensure that the system is aligned with proven
practices and global standards. Altogether, these efforts are expected to
significantly strengthen Beko’s supplier evaluation process and support its
operational goals.

18.7 Conclusion

Our aspects for solution approach assesses the current system of Beko while
helping them to generate more reliable and consistent results, gives insights
about the future performances of suppliers, and offers new sub-criteria to
align the system with literature and company goals.

In conclusion, the project successfully achieves its objective of improving
the supplier performance system of the Directorate of Small Domestic Ap-
pliances while offering new decision support tools. Our aspects for solution
approach can be seamlessly integrated into the company’s planning system,
along with the recommendations and benchmarking provided above.
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Appendix: Mathematical Model
Parameters

e n: Number of suppliers

e k: Number of criteria

® Wold criteria: Old weight of a criterion

® SCOT€; criteria: Performance score of supplier ¢ in each criterion

e target: Criterion selected for focused weight adjustment
Decision Variables

® Wpew criteria: NeW weight for each criterion

® Yositeria: Absolute weight change

e new_total_score;: Total score of supplier ¢ with new weights

Mathematical Model

Maximize Z Ycriteria (1)

criteria

Subject to:

Z Wnew,criteria — 1 (2)

criteria
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Yeriteria 2 Whew,criteria — Wold,criteria

Yeriteria Z Wold, criteria — Wnew,criteria

new,total,scorei = E SCOT€; criteria * Wnew,criteria Vi

criteria

new_total score; < 60 Vi € {worst 10 suppliers}
new_total_score; > 60 Vi € {remaining suppliers}

Ytarget S |wnew,target - wold,target|

Yeriteria < |wnew,criteria - wold,criteria‘ Vcriteria 7£ target
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Tesis I¢i Lojistikte Forklift
Araclarinin Sayis1 ve Gorev 19
Dagiliminin Optimizasyonu

Tepe Betopan

. Proje Ekibi
~ Ipek Altinova, Elif Demir, Elif Kurtulmaz
Bagak Odemisg, Kerim Sayan, Hayrettin Arda Seref, Simay Turgut

Sirket Danigmani Akademik Damsman
Gagatay Caparl Dr. Ogr. Uyesi Gizem Ozbaygin
Planlama ve Lojistik Yoneticisi Endiistri Miithendisligi Boliimt
Ozet

Tepe Betopan’in yeni fabrikasinda amag, onceden belirlenmis forklift yol-
larina uygun sayida ve tipte forklift atayarak malzeme tagima sistemini etkili
bir sekilde tasarlamaktir. Belirli istasyon ciftleri arasindaki malzeme akis,
birden fazla zaman dilimi boyunca degerlendirilmis ve forklift yiik tahsisleri
buna gore optimize edilmigtir. Bu amaclar dogrultusunda, gerekli verilere
erismek i¢in SAP veritabani ve sorunu ¢ozmek igin Google OR-Tools kul-
lanilmugtir. Onerilen ¢oziim, fabrikanim forklift hareket verimliligine katkida
bulunmay1 amaclamaktadir.

Anahtar Sozciikler: Malzeme akigi, forklift yollari, forklift atamalari,
forklift ytik tahsisi.

211



Design and Application of Inspection System
for Mechanics Department

Abstract

In Tepe Betopan’s new factory, the aim is to effectively design the material
handling system by assigning an appropriate number and type of forklifts
to predetermined forklift paths. Material flow between specific station pairs
has been evaluated over a multi-period planning horizon, and forklift load
allocations have been optimized accordingly. For these purposes, the SAP
database was used to access the necessary data and Google OR-Tools was
used to solve the problem. The proposed solution aims to contribute to the
forklift movement efficiency of the factory.

Keywords: Material flow, forklift paths, forklift assignments, load allo-
cation.

19.1 Company Information

Tepe Betopan was founded in 1984 under the roof of Bilkent Holding. Its
vision is to be a company that quickly adapts to technological develop-
ments, drives changes, and sustainably grows to add value to the domestic
and international construction industry. As provided in the company’s offi-
cial website, Tepe Betopan (2025) produces nonflammable, shock-absorbing,
and non-bugging products. Tepe Betopan established the first cement-
bonded particleboard factory, Betopan Factory, in Turkey to produce their
registered brand Betopan, and the capacity of the Betopan factory is stated
to be 50,000 m?3.

In 2014, the Tepepan Factory, with a capacity of 50,000 m?, opened in
Ankara ASO 2. OSB. In 2023, 1,246,943 items were produced in a variety of
sizes under different labels. The products are offered to all regions in Turkey
by 83 dealers and exported to more than 20 countries across 4 continents.

Tepe Betopan is expanding its facilities and preparing to open the Betopan-
2 Factory. It is essential to establish clear paths for forklifts within the plant.

19.2 Current System and the Problem
19.2.1 Current System Analysis

To understand the modus operandi of Tepe Betopan, we analyzed the ma-
terial handling data for 2023 that was recorded in the SAP system. The
data includes several key elements: the types of materials, date and time
of forklift operations, stations [3051 (press oven), 3052 (semi-finished goods
depot), 3053 (rotary kiln), 3054 (separation and packaging depot), and 3056
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(shipping depot)], direction of movements, and batch numbers.

We conducted data analysis in multiple steps for the dataset of 286,726
rows. First, we examined the total volume in cubic meters entering and
exiting, forklift operations used, and identified any imbalances. Our analysis
revealed that the inflows and outflows of volume are relatively close to each
other.

The number of forklift movements between stations 3052-3053 and 3054
3056 is higher than that of other routes, suggesting possible congestion. An
observed imbalance between materials exiting and entering storage under-
scores the need to explore historical data.

A month-by-month analysis was conducted to evaluate consistency. This
approach led to the computation of average daily volume movements and
forklift operations per storage unit for each month. Each storage unit was
analyzed for its throughput.

Average hourly volume movements and forklift operations were deter-
mined for each storage unit. This quantification provides essential parame-
ters for a robust operational model.

In conclusion, the rigorous examination of the 2023 material handling
data facilitates a comprehensive understanding of forklift scheduling on
a monthly, daily, and hourly basis. This analytical framework serves as
the foundation for constructing a mathematical model, which is enhanced
through simulation and validation processes.

19.2.2 Problem Definition

In the current operational framework of Tepe Betopan’s factory, material
handling is mainly carried out by forklifts operating between five stations:
3051, 3052, 3053, 3054, and 3056. A notable issue is the under-utilization
of some forklifts, highlighting the need for optimization in the new factory.

Given the fixed machine layout and established material flow, alternative
forklift routes are limited. In the previous facility, there was one storage
station per type. In the new one, the number of 3052 depots is increased to
six. Therefore, two scenarios were created: best case and worst case.

In the best-case scenario, the 3052 depot minimizing total distance to
3051 and 3053 was selected. In the worst case, the opposite. These two
scenarios aim to provide forklift number recommendations. The number of
forklifts is determined based on the shortest and longest distances between
3052 and adjacent stations.

While defining the routes is the first step, real efficiency depends on
optimal forklift assignment to minimize the number needed while meeting
requirements.

Strategic decisions regarding timing and capacity utilization are also
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critical. Initial data indicates a 1.5x increase in workload compared to the
old facility.

Since transport occurs only forward between stations, there are 14 des-
ignated paths. Multiple trips may be needed, making task-specific forklift
assignments necessary.

19.2.3 Ciritical Assumptions and Major Constraints

This section outlines the main assumptions and constraints guiding our
solution approach.

e The transportation schedule must follow strict hourly intervals due to
the lack of intermediate storage. Materials cannot be retained and
must be moved immediately within the allocated time slots.

e The workflow progresses sequentially from station 3051 to 3056 (3051
— 3052 — 3053 — 3054 — 3056). There is minimal movement from
station 3055; thus, it is assumed that no material flow originates there.
Additionally, materials do not revert to previous stations once pro-
cessed.

e Time periods are segmented hourly, and each forklift must complete
its assigned load within that hour to ensure timely processing and
efficiency.

e Forklifts operate at a constant speed of 10 km /h as specified by the In-
tegrated Managed Systems Manager, ensuring safe and efficient move-
ment.

e Forklift maintenance is excluded from our model, as minor disruptions
(under 30 minutes) are not expected to impact workflow significantly.

e Although six 3052 stations exist, for best/worst case analysis, we as-
sume only one is active, considering both the farthest and closest to
define a forklift requirement range.

Major Constraints:
e The factory layout is fixed and cannot be modified.

e The workflow is forward only.
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19.3 Our Solution Approach

We began by identifying the most efficient routes between consecutive sta-
tion pairs to support rapid forklift-based transfers.

Our factory layout analysis revealed six 3052 depots. Four are near 3051
and 3053, while two are farther away. Given the unknown usage frequency
of the distant depots, we developed best and worst case scenarios. In both,
we assume a single 3052, the closest one for the best case and the farthest
for the worst case. Distances were measured using This part of the design
was created using BricsCAD (2025) and presented in Figures 19.1 and 19.2.

This dual-scenario method allowed us to define a range for forklift re-
quirements. In the best case, we minimized travel distances; in the worst
case, we maximized them. Without specific depot usage data, this approach
offers robustness across operating conditions.

We then explored forklift alternatives in consultation with the company’s
purchasing team. The current models—Doosan D70S-9 (7 tons) and Clark
C50s (5 tons)—were converted into cubic meters using density formulas. We
evaluated additional forklift models from both brands, covering diesel and
electric types as can be seen Figures 19.3 and 19.4. Our model only deals
with the capacities and the model, brand is left to the company because of
the budget.

Our problem aligns with a modified version of the assignment problem,
where tasks are defined as volume transported over a path within a time pe-
riod. The model supports assigning one forklift to multiple tasks or several
forklifts to one task, depending on capacity needs.

We calculated the number of trips required per task by dividing total vol-
ume by forklift capacity. Given constant forklift speed and fixed distances,
total task time was derived and used to calculate utilization which is defined
as the ratio of the forklift’s total working time to the total available time in
a 24-hour period.

A mathematical model was implemented using Gurobi Optimization,
LLC (2025) in Python and adapted to OR-Tools (2025) for flexibility and
accessibility. Once optimal forklift assignments are identified, unassigned
forklifts are excluded. The company can update production data and rerun
the model to obtain new forklift plans as needs evolve.

19.3.1 Mathematical model

Parameters are:
e i: Index of paths (i € {1,2,3,4}),
e k: Index of forklifts (k € {1,2,...,m}). Here, the capacity of forklifts
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Figure 19.2: Worst Case Scenario
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Model Load Engine | Fuel Type Fuel Estimated | Estimated
Capacity | Power Consumption | Price Price
(EUR) (TL)
530 3,000 kg 48 kW Diesel 35-40 34,000 | 1,292,000
(3 tons) Liters/Hour
835 3,500 kg S2KW Diesel 40-45 36.000 1,368,000
(3.5 tons) LitersHour
C40 4,000 kg S5 kW Diesel 45-50 40,000 1,520,000
(4 tons) Liters/Hour
Cc4s 4500kg | 60kW Diesel 50-55 44,000 1.672.000
(4.5 tons) LitersHour
C50s 5,000 kg 65 kW Diesel 55-60 48,500 1,843,000
(5 tons) Liters/Hour
C55s 5,500 kg 70 kW Diesel 6.0-635 52,500 1,995,000
(5.5 tons) Liters'Hour
c60 6,000 kg 75 kW Diesel 65-7.0 57.500 2,185,000
(6 tons) Liters/Hour
C70 7,000 kg 80 kW Diesel 70-75 62,500 2,375,000
(7 tons) Liters™Hour
C75 7.500 kg 85 kW Diesel 7.5-80 66.500 2.527.000
(7.5 tons) Liters™Hour
C80 8000kg | 90kW Diesel 80-85 70,000 | 2,660,000
(8 tons) LitersHour
GEX30L | 3.000kg S50 kW Electric N/A 40,000 1,520,000
(3 tons)
GEX40 | 4000kg | S5kW Electric N/A 44,000 | 1,672,000
(4 tons)
GEX45 | 4500kg | 60kW Electric N/A 47,500 1.805.000
(4.5 tons)
GEX50 5,000 kg 65 kW Electric N/A 50,000 1,900,000
(5 tons)

Figure 19.3: Clark Forklift Model

and Prices

Model Load Engine Fuel Fuel Estimated | Estimated
Capacity | Power | Type | Consumption| Price | Price (TL)
(EUR)
D60S-9 6,000kg | S5kW & Diesel 5 Liters/Hour 50,000 1,900,000
(6tons) | 80.9kW
| 'D70S9 | 7.000kg | 55kW & | Diesel | 5 Liters/Hour | 55,000 | 2,100,000 |
(7 tons) 80.9 kW
D80S-9 8,000 kg 80.9 kW Diesel 6 Liters/Hour 62,500 2,400,000
(8 tons)
DY0S-9 9,000 kg 80.9 kW Diesel 6 Liters/Hour 75,000 2,900,000
(9 tons)

Figure 19.4:

Doosan Forklift
Model and Prices

may change across k. For example, k£ = 1,...,n may denote the types
of forklifts with capacity m, k = (n+1),...,p may denote the types of
forklifts with capacity q.

t: Index of periods (t € {1,2,...,24}),

C: Capacity of forklift £ (in cubic meters),

Qi:: Amount of volume to be moved on path i in period ¢,

M;rx;: Number of tours needed to be traveled on path i by forklift &
in period t to transport all the materials,

d;: Duration of a trip on path 7, including load/unload durations (in
minutes)

Decision variables are:

firt - Amount of volume forklift k£ will carry on path 7 in period ¢,

1

ikt =
0,

, if forklift & is assigned to path ¢ in period t,

otherwise,
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Zike - Number of times forklift k transports materials on path ¢ in period t,

1, if forklift % is used in period ¢,
Ykt = .
0, otherwise,

{1, if forklift k is used in any period
k pu—

0, otherwise,

The model is:

Minimize »  Fj, (1)
k
subject to:
> i < Ay, Vk, Vit 2)
Zikt < Mikt * Tiga, Vi, Vk, vt (3)
firt < Ck - Zike, Vi, Vk, Vi (4)
> firw = Q. Vi, Vit (5)
k

> zipe - di < 60, vk, Vt (6)
Fi > yie, VE, vt (7)
T € {0, 1}, Vi, Vk, Vit (8)
Yt € {07 1}7 Vka\V/t (9)
Jikts Zikt, v € Lo, Vi, Vk, Vt (10)

Constraint (2) ensures that if a forklift is used in that period, the maxi-
mum number of paths that forklift is assigned to is 4. Constraint (3) denotes
that the number of trips z;; made by forklift £ on path ¢ during period ¢
should not exceed the number of trips needed M;,; to transport all the
materials, if that the forklift is assigned to the path at that time period.
Constraint (4) ensures that the amount of volume transported by forklift &
on path ¢ during period ¢ should not exceed the forklift’s capacity times the
number of trips traveled by the forklift, which is the max amount of volume
that can be carried by the forklift on path i at that time period. Constraint
(5) ensures that the amount of volume transported on path ¢ during period
t should meet the demand @;;. Constraint (6) ensures that the total time
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spent by forklift k& on trips across all paths ¢ during period ¢ can not exceed
60 minutes, which is our time period. Constraint (7) ensures that if a fork-
lift is not being used, it is not assigned to any period. Constraints (8), (9),
and (10) are non-negativity and binary constraints.

When coding this model to Python-Gurobi and OR-Tools, we also printed
the utilizations of the assigned forklifts. In our model, utilization is defined
as

100 x Zt Zz Zikt * dz
24 x 60

19.4 Verification

In this section, we examined how our code functions and whether it provides
expected results under various scenarios. To verify our model, we adjusted
input parameters systematically and tested specific situations. We began
with a toy problem that could be solved by inspection. Using 6 forklifts,
each with a 4 m? capacity, and 16 m? of volume to be moved per path and
period, we showed that one forklift could complete all tasks. The model
returned the expected result: one forklift assigned across all paths and
periods, performing four trips each time. Next, we tested continuity by
changing RHS values. Lowering the 60-minute time constraint to 30 made
one forklift insufficient. The model then correctly assigned two forklifts
and distributed their tasks across paths and periods, confirming accurate
adjustment.

We then altered forklift capacities. Five forklifts had a reduced capac-
ity of 2 m ® while one remained at 4 m 2. The model correctly selected
the 4 m? forklift. When all were set to 0.5 m 3, the model returned an
infeasible result, as expected. This confirmed that our model selects the
correct forklift based on capacity. To check for redundancy, we commented
out constraints individually and observed that each constraint influenced at
least one variable.

For degeneracy testing, we modified the objective function coefficient.
Increasing it to 1,000,000 did not affect the solution, while decreasing it
to -1,000,000 caused all forklifts to be used, which was logical given the
minimization goal. Lastly, we conducted consistency testing by varying
load levels. The model handled low loads effectively and adjusted as loads
increased, until fleet capacity was exceeded—at which point it signaled the
need for more forklifts or parameter changes. These tests confirmed that our
model and code function reliably under varying conditions and successfully
minimize forklift use while satisfying operational requirements. The next
step is validation, incorporating real-life parameters from our data analysis.

= Utilization, Vk.

219



19.5 Validation

Our validation process began with a theoretical review, particularly the
determination of input data. A key parameter, ();, represents the volume
(in cubic meters) to be transported along path i during time period t.

Initially, we assumed uniform hourly pallet movement. However, after
analyzing time-stamped 2023 data, we questioned this assumption. We se-
lected March, June, and September, focusing on 9-10 AM, 3—4 PM, and 11
PM-12 AM. Pivot tables revealed significant volume fluctuations within the
same hour across different days. This conclusion was expected even with-
out extensive statistical testing. As a result, we chose to utilize empirical
distribution. The following paragraph provides further explanation.

In order to generate our parameter ();;, we first require an empirical dis-
tribution matrix. This matrix has the same dimensions as ();;, specifically
4x24, where 4 refers to the number of paths and 24 corresponds to the num-
ber of periods. The elements of this empirical distribution matrix are pairs
of the form (pjvy,povs,...), where py,ps, ... represent cumulative proba-
bilities and vy, v, ... represent the transported volumes (in cubic meters)
corresponding to each probability. Each row of this empirical distribution
matrix corresponds to a different path, and for each path, the empirical
distribution parameters are provided for every hour. We have developed a
code that randomly generates ();; using the empirical distribution matrix.
Specifically, the element in the first row, first column of );; is randomly se-
lected from the first row, first column of the empirical distribution matrix.
Similarly, the element in the first row, second column of @);; is randomly
selected from the first row, second column of the empirical distribution ma-
trix, and this pattern continues for all rows and columns of Q;;.

Next, in coordination with the company’s purchasing department, we
determined forklift capacity values for the C' parameter. Since the new
factory will use forklifts of equal capacity, we explored a range of volume
capacities derived from forklift weight (tons) and average material density
(1475 kg/m3). This gave us 11 candidate capacities (in m3): 2.034, 2.373,
2.712, 3.051, 3.390, 3.729, 4.068, 4.746, 5.085, 5.424, 6.102.

We entered each capacity into the model, testing different quantities to
determine the minimum number of forklifts needed per case.

For travel time and tours, we calculated path distances using AutoCAD
and forklift speed (10 km/h). This allowed us to compute the time per
tour and determine the number of tours required by dividing @Q);; values by
capacity.

Using this data, we ran our model. In the best-case scenario, forklift
capacities of 2.034-3.051 m? require 2 forklifts; higher capacities need only
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1. In the worst case, capacities up to 3.390 m? require 2 forklifts, and larger
ones still need only 1.

The model also displayed which forklifts were assigned to which paths
and periods. Seeing consistent and feasible results, we advanced to opera-
tional validation as can be seen in Figure 19.5.

We have tested the model with realistic input values: periods, paths,
travel times, and transported volumes. The model performed reliably.

Lastly, since the factory is not yet operational, we developed a simulation
model to visualize forklift movement based on our assignments. This will be
shared with the company for expert evaluation. If their feedback confirms
alignment between the model and operational feasibility, we will validate
the credibility of our approach.

Path 4 - FL 2

Path4-FL1

Path 3 -FL2

Path 3-FL1

Path 2 -FL2

Path 2 - FL1

Path 1-FL2

Path1-FL1

2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24
Period

Figure 19.5: Gantt chart of forklift assignments when capacity is 2.034 m?

19.6 Simulation

Initially, Q;; values representing the volume (in m?) to be transported along
path ¢ during period ¢ were logically derived from a toy problem. However,
actual volumes are not simply 1.5 times historical data; they vary with
randomness while following past patterns.

To reflect this variability, we used empirical distributions instead of the-
oretical ones, as Arena’s Input Analyzer yielded low p-values for all fitted
distributions. We created 24 empirical distributions, one per hour, for each
of the four paths (3051-3052, 3052-3053, 3053-3054, 3054-3056). Using
Excel pivot tables, we calculated volume frequencies and their cumulative
probabilities, grouped similar values, and generated a practical 4x24 Q)
matrix.

Values from this matrix were generated via Python rather than directly
inputting schedules into Arena, allowing consistency with the randomness
used in the mathematical model. The simulation involved four Create mod-
ules (one per path), each producing 2 m?® entities. These were batched,
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routed to decision modules using 24 time-based conditions, and sent to pro-
cess modules that matched the optimal forklift assignments for each path
and hour. Forklift allocation reflected either single or multiple resources
depending on the task, then proceeded to a Dispose module.

Randomness in the simulation reflects real-world fluctuations, while code-
based randomness allowed performance testing under different @);; inputs.
Occasionally, mismatches occurred—e.g., the model assigned zero forklifts
while simulation volume was non-zero. To detect these cases, we used
a Record module to track unassigned batches. However, forklifts often
rerouted post-task, alleviating concerns.

Verification began with a toy problem. Forklifts operated without delays
or queue overflows, confirming correctness within Arena’s 150-entity student
model limit.

For consistency testing, we altered batch sizes: 3 m?® caused queuing
delays due to 2 m? arrivals, while 1 m?® maintained flow but required more
tours. Degeneracy tests showed that high Q;; values triggered entity limits,
while low values decreased utilization as expected. Modifying tour times
also produced logical outcomes—Ilonger durations reduced service capacity,
while shorter ones improved utilization.

During peak hours, forklift utilization reached 100%, with an average of
40%. As there is no intermediate storage, forklifts must handle full volume
at all times, making peak demand a key driver in determining fleet size.
These utilization figures validate our modeling approach.

19.7 Sensitivity Analysis

The purpose of the sensitivity analysis is to determine how responsive our
model is to changes in production volume (in cubic meters). The focus
is on identifying how the minimum number of forklifts required varies as
production levels increase.

First, we established the number of forklifts needed at standard produc-
tion levels, which are defined as 1.5 times the current output of the Bilkent
Campus factory. Then, we manually increased the (Q matrix by multipliers
(1.1, 1.2, 1.3, ...) until the number of forklifts required increased. This
process was repeated for each forklift capacity. The findings are as shown
in Figure 19.6:

These results illustrate the model’s responsiveness to scaling production
and its ability to adjust forklift assignments accordingly.
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Figure 19.6: Forklift requirement change according to production change

19.8 Project Outcomes and Benefits

The outcome of the project will provide Tepe Betopan with strategic in-
sights for operational planning and an optimized forklift assignment plan
tailored for their new factory. By running our mathematical model for var-
ious forklift capacity sets, we minimize the number of forklifts needed and
determine the optimal quantity to be purchased. These strategic results
were shared in a detailed report including forklift models, their capacities,
the quantities required, and the corresponding total purchase costs. This
enables Tepe Betopan to compare different options and choose the most
cost-effective forklift set that aligns with their operational needs.

The optimized assignment plan is generated using our model, assigning
forklifts to specific paths and periods for each capacity set. The results
will be reported comprehensively, including the assignment schemes and
projected utilization rates. Additionally, simulation results—such as peak
and average utilization—will offer further insights into the efficiency of the
proposed plans as shown in Figure 19.7

To support future decision-making, we developed an adaptive optimiza-
tion code in Google OR-Tools. Tepe Betopan will be able to re-run the
model with updated inputs such as different forklift capacities, quantities,
or changes in material flow. A clear user manual and a tutorial video will
guide the company on how to input data, run the model, and interpret the
results.

The benefits to the company can be evaluated in terms of utilization,
reduction of unnecessary movements, and cost savings. Our approach fo-
cuses on maximizing forklift utilization and preventing idle times by finding
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Figure 19.7: Utilization of forklifts on average and during the busiest period

optimal assignments. It also aims to eliminate unnecessary movements and
increase operational efficiency.

However, it should be noted that while our assignment plan shows which
forklift is assigned to which paths in each period, it does not dictate the
order of tasks. That responsibility will remain with the forklift operators,
based on real-time factory conditions.

19.9 Implementation Plan and Pilot Study

Since the new Tepe Betopan factory was not operational at the time of our
project, we conducted a pilot study at the current Bilkent production facility
to validate the effectiveness of our models. For this purpose, Tepe Betopan
provided us with forklift operation data from February of the previous year,
detailing the working hours of the three forklifts currently in use.

It is important to note that all three forklifts used in the existing fac-
tory are of the larger type, capable of carrying two pallets (equivalent to
3.6 m3) at once, identical to the forklifts modelled in our optimization and
simulation studies. Using the historical data, we first calculated the aver-
age utilization and peak utilization values for each forklift over the month.
This analysis revealed that the forklifts operated at an average utilization
of approximately 30.54 percent, with peak utilizations around 60 percent
during the busiest times.

Following this, we applied our optimization model, originally designed
for the new factory, to the Bilkent facility. The model generated an op-
timal number of forklifts and task assignments across the working hours.
The results indicated that only one forklift would be sufficient to handle
the workload at the Bilkent factory. To validate the feasibility of this so-
lution under realistic operating conditions, we implemented the forklift as-
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signments produced by our optimization model into the Arena simulation
environment. The simulation demonstrated that, with the optimized as-
signments, the single forklift achieved an average utilization of 47 percent,
and the peak utilization reached 100 percent during the busiest periods.

These findings highlight the strengths of our approach. By integrating
mathematical optimization and simulation, we were able to significantly
improve operational efficiency using fewer resources. The pilot study not
only validated our models in a real-world setting but also reinforced their
value for the upcoming factory. If the new Tepe Betopan facility experiences
comparable enhancements, it is probable that there will be notable increases
in efficiency and decreases in costs.

19.10 Conclusion

In conclusion, if there is a significant change in the company’s production
volume, they can reach the optimal number of forklifts by using the user
guide we have prepared for the company. They can also reach the optimal
number of forklifts by re-running the code we have prepared according to
the desired capacities of forklifts and determine the appropriate capacity
for themselves. Thanks to our project, the company will reduce the use
of unnecessary forklifts and will use the optimal number of forklifts even if
there is a change in production volume.
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Ozet

Bakioglu Holding’in Bareks Plastik fabrikalarinda karar verme diizeninde
sistematik bir yazilim altyapisinin bulunmamasi iiretim stireclerinde zaman
zaman aksamalarin yasanmasina ve optimize edilmig iiretim planlamasinin
yapilamamasina neden olabilmektedir. Bu projede oncelikle sirketin prob-
lemleri analiz edilmis, sirketin iiretim stirecinin nasil isledigine dair bilgi-
ler alinmig ve eldeki mevcut bilgilere gore bir matematiksel model tasar-
lanmigtir. Ancak matematiksel modelin kompleks dogasindan dolay: alter-
natif olarak bir sezgisel algoritma, girketin kullanimi icin tasarlanmigtir.
Bu tasarimin amaci sirketin olabildigince zamaninda iiretim yapabilme-
sine yardimci olmak, makinelerin bog kaldigi siireleri olabildigince azalt-
mak, tiriinlerin terminlerinden once teslim edilmesine yardimci olmak ve ka-
rar verme siirecinin bir nebze olsun otomatize olmasina yardimci olmaktir.
Oncelikle hem model hem de sezgisel algoritma sirket verileriyle test el-
dilmig, ardindan sezgisel algoritmanin kullanilacagi bir kullanici arayiizii ta-
sarlanmigtir.

Anahtar Sozciikler: Planlama, Kullanici Araytizii, Karar Destek Sistemi,
Sezgisel Yaklagim, Gecikme
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Production Planning Decision Support
System

Abstract

Lack of a dedicated computing system to support decision making occa-
sionally causes disruptions in production or production plans not fully op-
timized. In this project, the company’s problems were first analyzed, infor-
mation was obtained on how the company’s production process worked, and
a mathematical model was designed according to the available information.
However, due to the complex nature of the mathematical model, an alter-
native heuristic algorithm was designed. The purpose of this design is to
help the company produce on time as much as possible, minimize the idle
times of the lines, help deliver the products before the deadlines, and help
automate the decision-making process. Both the model and the heuristic
algorithm were tested with company data, and then a user interface was
designed to use the heuristic algorithm.

Keywords: Planning, User Interface, Decision Support System, Heuristic
Approach, Tardiness.

20.1 Company Information

Bakioglu Holding is a multi-faceted holding company based in Izmir. Bareks
Plastic and Polyethylene is one of the companies under Bakioglu Holding
that was founded in 2002 and their main goal is to produce multi-layered
polyethylene films designed for printing and lamination that is suitable for
food packaging. Bareks is listed as one of the “Top 1000 Exporters” in
Tirkiye. Bareks is a well known global Polyethylene Film manufacturer
as its export share reached up to 85% and works in “delivery on time”
principle for its customers with close location to Izmir ports and ability
to store in Europe. Bareks, as being a preferred partner in both domestic
and international market, targets to manufacture 70.000 tons in 2025. The
company has two factories in Cigli and Menemen and they have 9 production
lines. They can produce both transparent and colored packages. The plant
produces materials based on the type and category of packages requested
by the customer

20.2 Current System and the Problem
20.2.1 Current System Analysis

As mentioned in the “Company Information” section, Bareks has two facto-
ries in Menemen and Cigli that are open 7/24. There are 9 production lines,
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6 of which are located in Menemen and the rest are in Cigli. The company
works with a make to order principle, they work without any stock. The
average speeds of lines 1, 4, 11, 12, 13, 14 are 550 kg/h, the average speeds
of lines 3 and 17 are 250 kg/h and the average speed of line is 450 kg/h as
seen in Table 20.1. The production is 7/24 and they aim to complete the
production in compliance with the due dates set on the orders. During the
production process, the setup times of lines during the transition from one
product to another, the product’s length, width, layflat value, raw material
and film types are all considered.
Table 20.1: Production Line Speed Matrix

Lines Average Speed (kg/h)
1, 4,11, 12, 13, 14 550
3, 17 250
15 450

20.2.2 Problem Definition

When production lines start to work again and different orders start to
arrive, to meet the requirements of the orders, a setup time will be required.
Setup time switches based on what product is produced in a line after
another product. If the company produces more than the demand, they need
to rent external warehouse space. This contradicts with their make-to-order
production philosophy. They want to minimize tardiness of jobs and they
also want to minimize the early production. This means that the company
wants to produce on time, complying with the deadlines. A product can be
produced in multiple lines as the production lines are quite flexible. The
current system lacks a systematic approach to job scheduling, resulting in
frequent tardiness, excessive idle times, and reliance on engineer experience.
Therefore, from time to time, they observe jobs that are completed late
and idle production lines An algorithm focusing on minimizing tardiness
and earliness of jobs, minimizing the time lost setting up the lines and
minimizing the amount of time that a line sits idle is offered to the company.

20.3 Proposed Solution Strategy

This project aims to optimize production schedule of the company to mini-
mize total setup times and idle times of the lines, earliness and tardiness of
the jobs while ensuring that the jobs are assigned to the right production
line. There are over 700 products that are produced in 9 lines, there are
constraints in place that are defined by the company. Before those con-
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straints, since there is a big variety of data to work with, we made some
assumptions. Those assumptions being:

e The date of the given order is accepted as the start date of the pro-
duction program.

e Each line operates independently of each other.
e External interruptions are ignored.

e Unless told otherwise, setup times of lines are assumed to be constant.

Data was obtained from the company including sample order details,
product-specific constraints and operational rules. The mathematical model
was then established by defining products, lines and sample orders. The
model processed data using a mathematical framework based on the Mixed
Integer Linear Programming (MILP). The parameters, including things such
as processing time, setup times of lines, due date etc. were established
along with the decision variables. The dummy data was prepared to see
how effective the model would work in a testing scenario.

The model was coded in Python and Gurobi was chosen as the solver
since it is a widely used solver and it has been proven to be effective in solv-
ing optimization problems. But the model’s complexity was a big problem
as an output could not be obtained in a fast manner. Trying to run the
model with a 50 job data set, the computers had memory errors after 20
minutes of trying to solve the program. To tackle this problem, a heuristic
approach had to be developed. This was done so that the program could
work with larger amounts of data and that the team could get faster results
that are close to an optimal solution. The heuristic was coded in Python
6.0.2 and developed using the Spyder IDE. The heuristic approach is coded
in such a way that an Excel file is both an input and output in the system,
just how the company wants to run their system moving forward.

20.3.1 Mathematical Model

A very simple explanation of the solution method is given in Figure 20.1.
The model considers various factors such as line compatibility and product
sequences, that must be followed. For example, certain products cannot be
produced in certain lines, some products have no such restriction. The deci-
sion variables include variables like completion time of a material, beginning
time of a material in a line, tardiness of a job and whether a material is
processed on a line in a specific order. The objective function is minimizing
idle time of the lines, product delay times and early production times by
giving weights to these parameters.
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Figure 20.1: Simplified Concept of the Solution Approach

In the mathematical model, there are over 30 constraints. The mathe-
matical model’s objective function and constraints are shown in Appendix
20.A. First constraint is the calculation of the completion time of a job.
Second constraint guarantees that each job can only be assigned to one line
and one position. Third constraint ensures that there can only be at most
one job in a position. Fourth constraint ensures material-line compatibility.
Fifth constraint links the start time variable with the assignment variable.
Sixth constraint ensures that the beginning time of a material is greater
than or equal to the completion time of the previous material. Seventh,
eighth and ninth constraints are the tardiness and earliness of a product
and the idle time of a line. The following four constraints ensure sequential
assignment on a line. Fourteenth constraint ensures that a no job can be
scheduled unless all previous positions on the line are filled. Next 13 con-
straints are regarding the double corona production and layflat value of a
product. If the layflat of a product is bigger than a certain value, certain
lines are not able to produce that material. Twenty eighth constraint is
the odor constraint. If a material is odor-emitting and there is an odor-
sensitive product planned right after that material, there must be a 480
minute gap between the production of these two materials. Twenty ninth
constraint puts an upper limit on the tardiness value. Next five constraints
are the non-negative parameters and decision variables and the final two
constraints are the binary variables. The mathematical model is addressed
with the help of Mixed Integer Linear Programming. Our aim was to min-
imize the said objective function by taking into account linear constraints
according to Modos (2021).
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20.3.2 Heuristic Approach

A heuristic approach needed to be developed since the team could only work
with limited amount data. Even if this may not give the optimal solution, it
works much faster compared to the model, it provides near-optimal solutions
and it works with a bigger interval of datasets. This heuristic approach takes
inspiration from Ersan (2022) and Lee and Pinedo (1997)’s work on parallel
machine scheduling heuristics. The first two steps of the heuristic algorithm
is laid out in Appendix 20.B. There are three main things that takes place in
the heuristic. We first start with initializing the makespan for each machine
then we filter the jobs based on their eligibility. We then calculate the start
times of the jobs based on their processing time. The processing time is
calculated based on the production amount (based on kg) divided by the
speed of the line which is then multiplied by 60 to give an output in minutes.
The jobs are then shifted based on their deadline to minimize earliness, the
algorithm then attempts to optimize the assignments for jobs that can be
produced in multiple lines. Then finally, we consider the odor and color
constraints in the Excel file that is optimized with the help of the heuristic
approach.

20.4 Verification and Validation

The verification process was about checking if the model complied with
the constraints we set and if the heuristic algorithm worked with extreme
numbers of data. The model’s simplified version was first tested with a 20
job data set, then the number of jobs were gradually increased to see how
the model would respond. During this process, parameters like the weights
of earliness, tardiness, idle time and setup time were constantly changed as
well as the layflat values. It was observed that the model complied with all
of the constraints. For the verification of the heuristic approach, the tests
were made with an interval of 20-300 jobs. The layflat values were variable
as well as the amount of material produced, product-line compatibility etc.

In the validation part, the company data was integrated to the model
and heuristic approach and compared the outputs. The mathematical model
worked better with a smaller data set, having a smaller objective function
value and less tardy jobs. As the number of jobs increased, so did the
number of tardy jobs. But with the company data integrated to the heuristic
approach, while number of tardy jobs rises with the number of jobs, it is
a less exponential increase compared to the model’s output. So even with
a bigger number of jobs, the heuristic approach can give a solution that is
close to being the optimal.
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20.5 Benchmarking

In this part, the number of tardy jobs from the outputs of the model and
the heuristic approach are compared. In the 20 job test, both the model
and the heuristic algorithm have no tardy jobs. Running the 30 job data
set, the model’s output shows 3 jobs that are estimated to be completed
late. While in the heuristic algorithm, there are again no tardy jobs seen.
With the 40 job data set, which is the maximum number of data that the
model could run with, there are 6 tardy jobs in the model while there is
1 tardy job in the heuristic algorithm. As seen in the in the results of the
model, the 30 job data set has 10% of its jobs that are tardy. The 40 job
data set has 15% of its jobs that are tardy. For the heuristic algorithm,
a 10% and 12.5% improvement is seen in the respective datasets. For the
respective datasets, 3 jobs in the 30 job set and 5 jobs in the 40 job set are
now produced before their deadlines instead of being produced later than
their deadlines.

20.6 Project Outcome and Deliverables

The focus of this project was to create a decision-making support system
with the help of a heuristic algorithm. This provided the team with deci-
sions about what product should be produced where and when it should
be produced depending on the company constraints and the compatibility
rules. It was a priority to minimize the earliness and tardiness of jobs while
also minimizing the times lost in setup and idle times of the lines, so that
the efficiency of said lines would be increased. This also resulted in a more
balanced workload. Testing this approach showed that the goal of more bal-
anced workload was achieved. One of the main goals of the company was to
have a system that could work with unplanned orders coming through that
have tight deadlines. The tests have also shown the team that the support
system is capable of handling sudden changes in the production planning
horizon. Depending on the deadlines of the jobs, the number of tardy jobs
were managed to be minimized in the test runs which was one of the most
important points of this project. The company can now implement this
system to help them in their decision-making process while helping them
potentially reduce costs and helping them interpret data more accurately.

20.6.1 User Interface

After deciding on the heuristic algorithm as the go-to solution approach,
a User Interface was built. This User Interface was built on Spyder which
is an integrated development environment (IDE) in the Python language.
Since both the company and the department required the usage of an open-
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source platform in building this interface, Spyder was chosen since members
of the team had previous familiarity with the IDE.

The User Interface starts with the first tab seen in Figure 20.2 where
the user uploads a specifically formatted Excel sheet to the system seen in
Figure 20.3. This Excel sheet contains vital information like the deadline
date of the material’s delivery, which line can produce material and its
processing time and the material’s layflat value. In the second tab, the user
can open or close the production lines based on their availability at that
time. If a line’s closed, it will not be counted in the production process and
the algorithm will not count that line. In the third tab, the Excel sheet is
optimized by the algorithm. The fourth tab shows the results in written
manner and in a Gantt Chart form. In the fifth tab, the user can obtain the
results in an Excel sheet form and the final tab is the user manual which
explains the process of how to run the interface.

20.7 Conclusion

The proposed support system by the team balances the workload between
production lines while minimizing the number of tardy jobs. The system
also works in scenarios where there are unplanned orders from customers
that might have tight deadlines. The algorithm can re-optimize the pro-
posed schedule despite these challenges. The results from the test runs
suggest that the company can have more timely production without com-
promising with the deadlines while also keeping their production lines work-
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ing as much as possible, minimizing their idle times. The company can run
this system with a dataset of 20 jobs or they can run this with a dataset
of over 400 jobs which is about the monthly average of jobs done by the
company.
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Appendices
20.A The Mathematical Model

min wr Z idletimel + wr Z Tj + wWg Z EAJ' + wg Z Z Z Slijkjl

leM JEN JEN keEN j#k leM
s.t.
C; = g E (Bji + puXji) VjeN (20.2)
leM 1
Migteri FamTipi  Korona  Layflat Miktar Kioku Hass Fenk Renk Hass Mklriin | Sonram Uretlacsk Sonras Plankanama:
101021 60231253 2295 10.000 o
JJJJJJ 80231253 1850 57
10011 BIZIIES 1850 74T
1001021 WE70 2100 2000
1001021 2x25
1001021 2400 2000
1091021 2500 2000
= 2040
1001021 0 1920 2000 s o
MAKI  MAKIPT |MAKS  MAKIPT MAKS  MAKAPT MAKI1 | MAKIIPT MAKIZ  MAKIZPT MAKIZ  MAKIZPT MAKI4  MAKIAPT MAKIS  MAKISPT MAKIT | MAKITPT

1034
181

815
7
185
185
240
240

Figure 20.3: Excel sheet used in the optimization
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D Xp=1 VjeN (20.3)

leM iel

Y Xu<l VieMicel (20.4)

JEN

d Xjpi<ey VjeEN VleM (20.5)

el

By <BM>» Xy; VjeN NleM (20.6)

le > By + pu + Sik; — BM(l —Y;gjl) Vi, ke N, j 7& kNVNleM

(20.7)

T, >C;—d; VjeN (20.8)

EA;>d;—C; VjeN (20.9)

idletime; = A; — Z ijllei — Z Z Slijkjl Vie M (2010)

JEN el keEN j#k

Yig=> XwiXjis1 Yk, je€Nk#JIVleM (20.11)
=1

Yij < Zxkli + Xjiiy1 Vk,jE€Nk#INIEM (20.12)
i=1

S Xii+ Y X > 2y Vi€ MVjkeN,j#k (20.13)

el el

Yigr = > Xui+ X —1 Vkje€ N k#JVI €M (20.14)

1=1
> Xy <> Xps VIEM Vi (20.15)
J J
> Xk VjeN (20.16)
el
Lj — 1500 < BM x 215005 V] eN (2017)
Lj — 1500 > —BM(l — 21500]') VjeN (2018)
ZXjQi <1—21500; VJEN (20.19)
el
Lj — 1550 < BM x 215505 Vj eN (2020)
Lj — 1550 Z —BM(l - Zl550j) Vj eN (2021)
> (Xjoi + Xpoi) 1= 21550 Vi €N (20.22)
el
Lj — 2550 S BM x 225505 \V/] eEN (2023)
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L]‘ — 2550 Z —BM(l - 22550]') \V/j eN (2024)

> (Xjoi + Xjsi + Xjri + Xjoi) <1 — 20550, VjEN (20.25)
el

L; — 2560 < BM * z9560; Vj €N (20.26)
Lj — 2560 Z —BM(l - 22560]') Vj eN (2027)
el

le > By + (pkl * Xk:li) + 480X, Vie M (20.29)
T, < 50000, Vje N (20.30)
Cj >0 VjeN (20.31)
T, >0 VjeN (20.32)
EA;>0 VjeN (20.33)
By>0 VjeN VieM (20.34)
idletime; >0 Vie M (20.35)
lei c {O, 1} (2036)
Yii € {O, 1} (20.37)

20.B Heuristic Algorithm

Phase 1: Pre-Processing
e m = number of lines
e n = number of products
e p = average processing time
e s = average setup time
e d = average due date

e d,,., = maximum due date

dpmin, = minimum due date

Cmaz = Max{cy, 2} = maximum makespan
e 1 = 2 = product-line factor
m

° = i = setup time severity factor

.ﬁ:

o

.4—1—279—% = coeflicient accounting for setup effects on makespan
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] ClZZPﬂ*‘%*’(S*B)

o« &= Y pp+ = 4 (54 )

d
Cmaz

o T —=1—

— dmaz_dmi'n
° R="¢

Phase 2: Dispatching
The job index J;(¢,1) for job j on machine [ at time ¢ is given by:

1 max(d; —p; — t,0) Si
Tt 1) = (— _maxtdy = p m O o (=2
o (pj)eXp( kap ) eXp( k25)

where

e p; is the processing time for material j

d; is the due date for material j

t is the time

ki =12In(pn) — R

where,

— Ay =18ifr <038
— Ay =20if 7 >=08

— Subtract 0.5 from &y if 7 < 0.5.
— Subtract 0.5 from ky if n < 0.5 and p > 5.

e 5;; is the setup time between job [ and job j.
e p is the average processing time.

e s is the average the setup time.
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21 Uretimde Is Giicii Planlamasi
Karar Destek Sistemi

Beko Elektronik i§letmesi

Proje Ekibi
Gizem Akmaz, Emir Kerem Elmali, Alara Giinel,
Armagan Sarugik, Begiim Tan, Behget Caglar Ulutag, Cansu Yorganci

_ Sirket Damigmanlar: Akademik Damigsman
Omer Faruk Unal ve Elvan Uslu ~ Mis. Dr. Ogr. Uyesi Andrea Pizzuti
Uretim Miihendisligi Endiistri Miithendisligi Bolimi
Ozet

Beko Elektronik Fabrikasi, Tekirdag'da yer alan ve televizyon tiretiminde
yiiksek kapasitesiyle faaliyet gosteren onemli bir iiretim merkezidir. Mev-
cut durumda vardiya planlamasi, her aymn basinda yaklagik iki giin
siiren ve biiyiik olgiide deneme-yanilma esasina dayanan manuel yontem-
lerle yapilmaktadir. Bu proje, fabrikanin ig giici planlama siireclerini
iyilestirmeyi ve daha sistematik bir yapiya kavugturmayr amaclamaktadir.
Proje kapsaminda, vardiya siireleri, fazla mesai ve ek vardiya gereksinim-
leri goz oniinde bulundurularak, iiretim verimliligini artiracak bir vardiya
plan geligtirilmigtir. Gelistirilen model, ig giicii kullanimini eniyilemek, fazla
mesaiyi enazlamak ve tiretim verimliligini artirmak icin matematiksel ve
mithendislik temelli bir ¢oziim sunmaktadir. Ayrica, olusturulan karar des-
tek sistemi, fabrika yoneticilerine dogru ig giicii planlamasi i¢in gerekli ve-
rileri saglar. Bu modelin uygulanmasi, ig giicii maliyetlerinin azaltilmasina
ve iiretim verimliliginin artirilmasina olanak taniyacaktir.

Anahtar Sozciikler: Tg glicii planlamasi, vardiya planlamasi, ig giicii ve-
rimliligi, sezgisel yontemler, talep kargilanmasi
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Decision Support System for Production
Workforce Planning

Abstract

Beko Electronics Factory, located in Tekirdag, is a major production facility
operating with high capacity in television manufacturing. Currently, shift
planning is conducted manually through a trial-and-error process that takes
approximately two days at the beginning of each month. This project aims
to improve the factory’s workforce planning processes and establish a more
systematic structure. Within the scope of the project, a more efficient
shift schedule has been developed by taking into account shift durations,
overtime, and additional shift requirements. The proposed model offers a
mathematical and engineering-based solution to improve labor utilization,
minimize overtime, and increase production efficiency. Additionally, the
decision support system provides factory managers with the necessary data
for accurate workforce planning. Implementing this model will enable a
reduction in labor costs and an improvement in production efficiency.

Keywords: Workforce planning, shift scheduling, labor efficiency, heuristic
methods, demand fulfillment

21.1 Beko and System Analysis
21.1.1 Company Description

Beko Electronics is a manufacturing facility located in Tekirdag, Turkey,
operating under Beko Global, a subsidiary of Ko¢ Holding. The factory spe-
cializes in television production, with an annual capacity of up to 1.000.000
units. In addition to televisions, the facility contributes to the produc-
tion of various home appliances and consumer electronics. Its production
scale places it among the largest manufacturing sites in Turkey and Europe.
Beko Electronics distributes products to over 130 countries across multiple
regions, including Europe, the Middle East, Africa, and Asia (Beko, 2023).

This project was developed to support workforce planning for televi-
sion production lines at Beko Electronics. A decision support system was
designed to assist with shift scheduling and workforce allocation, helping
to reduce overtime, improve resource utilization, and control labor costs.
Additionally, the system provided data-driven insights to enhance planning
decisions related to labor management.

21.1.2 System Analysis

The factory’s production processes include electronic circuit assembly and
television assembly lines. Although there are six television production lines,
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four are considered in this project. Production line personnel operate in
three shifts: 08:00-16:00, 16:00-00:00, and 00:00-08:00, with each shift in-
cluding a 50-minute break, resulting in 430 minutes of active working time.
Factory employees are contract workers, and recruitment or dismissal dur-
ing the planning process is based on the demand forecast for the next three
months.

The current production planning process at Beko Electronics is man-
aged manually, with the production plan created at the beginning of each
month. This process takes approximately two days and is time-consuming.
Moreover, manual planning is prone to errors and may not generate the
most efficient production sequence, resulting in excessive labor usage and
higher operational costs.

In the current system, shift planning is based on the assumption that
only the first shift will be utilized. Additional shifts are introduced if the
first shift proves insufficient to meet production demand. Since this ap-
proach is done manually, it lacks a systematic structure and may not con-
sistently yield the most efficient outcomes. It can result in higher labor
requirements. Moreover, the reliance on manual planning through Excel
and a trial-and-error method can lead to human errors, such as incorrect
workforce allocation or production line mismatches.

21.2 Problem Definition and Deliverables

The main problem is the inability to efficiently plan the workforce in pro-
duction. The current manual system fails to fully meet production capac-
ity, leads to unnecessary labor usage, and increases costs through reliance
on overtime and extra shifts. Therefore, developing an improved work-
force planning approach for each shift over a three-month horizon is neces-
sary. The primary objective of the project is to establish a mathematically
grounded method for generating effective workforce and shift planning de-
cisions. The model accounts for operational constraints such as line-specific
product compatibility, employee availability, shift limits, overtime regula-
tions, and production targets.

The main deliverable is a user-friendly decision support system designed
to assist workforce planning across television production lines. Developed
using Python, Gurobi, and CBC, the system operates with a single Ex-
cel input file and generates detailed three-month labor and shift allocation
plans. It provides key outputs, including demand fulfillment, UPPH, work-
force changes, and overtime usage. Results can be exported to Excel and
optionally shared via email through the interface. To enhance usability,
the system includes a visually guided manual, enabling planners to use the
tool without technical expertise. Additionally, it supports scenario-based
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@ optimizasyon Arayiizi = o X

Excel dosyanizi segin ve senaryo segin:

Dosya Se¢ ‘

Senaryo Segin:

Birinci Vardiya-Ek Mesai — |

Optimizasyonu Baslat ‘

Segilen dosya: Yok

Figure 21.1: User Interface of the Decision Support System

analysis, allowing flexible adjustments to varying production demands and
constraints. The main page of the decision support system is shown in
Figure 21.1.

21.3 Proposed Solution Strategy
21.3.1 Ciritical Assumptions

Critical assumptions made during the model development process include
treating each of the four primary production lines as independent units,
each capable of producing specific products. Only the third line can do two
different processes such as back module and last assembly, it is seperated
to two different lines to solve the problem and they act like lines 3 and 4.
The model assumes that the production rate for each product is calculated
based on the assumption that the product is produced on the assigned line
for an entire shift. Furthermore, it is assumed that raw materials will always
be available at the start of production, and no raw material shortages will
occur. Additionally, it is assumed that there are no interruptions from
general maintenance during production planning, and that all employees
are contract workers for a month.

21.3.2 Major Constraints

Real-world production constraints have been carefully incorporated into the
model. Products are assigned to different lines, with line-specific capabilities
taken into account, particularly due to varying product types and sizes. For
example, certain lines can only produce specific products, such as small and
medium-sized televisions, while others are restricted from producing larger
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models. The shift duration is another key constraint; each shift lasts for 8
hours (480 minutes), with a 50-minute break, resulting in 430 minutes of
active working time. Setup times are deducted from this available time, and
the maximum daily working hours are capped at 11 hours, with a weekly
maximum of 45 hours and an annual overtime limit of 270 hours. For the
overtime and second shift options, an employee cannot work overtime in
two consecutive days.

21.3.3 Objectives

The primary objective of this project is to support more effective work-
force planning at Beko Electronics by developing a decision support system
for shift scheduling. To achieve this, the project introduces three distinct
planning scenarios, each designed to evaluate the impact of workforce size,
production costs, and backlog under different operational conditions. These
models assist in identifying cost-conscious workforce and shift arrangements
that can meet production demand while reducing delays and avoiding ex-
cessive labor use.

A secondary objective is to generate practical and efficient shift schedules
that align with monthly production targets. These schedules are developed
in coordination with the cost-focused models to minimize overtime, reduce
the need for temporary workers, and make better use of available staff.

Overall, the system is designed to support more structured, adaptable,
and cost-efficient workforce planning without altering production line con-
figurations or capacities.

21.3.4 Solution Approach

The solution approach involves developing a mathematical model to allo-
cate sufficient workforce to each production line while meeting production
targets. Due to the computational complexity of the problem, a heuristic
procedure is applied to reduce runtime and generate feasible solutions effi-
ciently. To simplify the problem, it is divided into three scenario models,
each using inputs such as the line-product matrix and production data to
calculate the optimal number of active days per line. The outputs of these
models are then used as inputs for the schedule models. Solving the sched-
ule models yields the final workforce plan. The CBC solver was used to
validate the model and generate feasible schedules, balancing shift dura-
tions, workforce capacity, and product-line compatibility while improving
production efficiency and reducing labor costs.
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Conceptual Model

The conceptual model starts with production planning data, which is sepa-
rately processed by three scenario models: First Shift with Overtime, First
and Second Shift, and First, Second, and Third Shift. Their outputs are
then fed into the schedule model to generate workforce schedules, which are
evaluated against operational objectives and constraints to support final
decision-making.

First Shift and
”| Owertime Scenario

Production Planning | .| First and Second | _ , -
Data | *  ghift Scenario ,| Schedule Forming Final Decision

First, Second and
Third Shift Scenario

Y

Figure 21.2: Conceptual Model of the Workforce Planning Decision Support
System

Mathematical Models
Table 21.1: Set definitions

Sets Description

I={1,2,3} Set of months.
Ji=A{1,2,...,]|Ji]} Set of days in month i.
K ={1,2,3,4,5}  Set of production lines.
L={1,2,...,568} Set of products.

S ={1,2,3} Set of shifts.

Table 21.2: Parametre definitions

Parameters Description

E; Total excess inventory of product [ from previous
month.

w Initial number of workers in the system.

By, Number of workers assigned to line k.

c° Cost of overtime worker per hour.

Ck Cost of regular time worker per month.

c! Cost of inventory.
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Cost of backlog per item.

cH Cost of recruiting one worker.

cr Cost of releasing one worker.

Sd Duration of a regular shift.

Od Duration of overtime.

T Time needed to produce product [.

D Demand for product [ in month <.

AD;g. Number of days line k is active in month 4, shift s.

M A sufficiently large number used for constraint for-

mulations.
P 1, if product [ can be produced on line k,
. 0, otherwise
Table 21.3: Decision variables

Decision

Variables Description

€il Excess product [ at the end of month ¢, Vi € I,[ € L.

w; Total number of workers in month i, V2 € [.

wls Workers in the first shift in month ¢, V2 € I.

w® Workers in the second shift in month ¢, Vi € I.

wl® Workers in the third shift in month 4, Vi € I.

h; Number of workers recruited at the beginning of
month i, Vi € I.

fi Number of workers released at the beginning of
month ¢, Vi € I.

by Unmet demand for product [ in month ¢, Vi € I,[ €
L.

Oik Overtime in month ¢ for line k, Vi € I,k € K.

fsik First shift in month ¢ for line k, Vi € I,k € K.

S8k Second shift in month ¢ for line k, Vi € Ik € K.

tSik Third shift in month i for line k, Vi € I, k € K.

Ph Product [ produced in the first shift, Vi, j, k, L.

P Product [ produced in overtime, Vi, j, k, L.

p;ikl Product [ produced in the second shift, Vi, j, k, [.

p;f';-kl Product [ produced in the third shift, Vi, j, k. [.

emp Maximum number of employees needed on any day
of the month.

Jrs {1, if line k is used in the first shift in month i

ik

0, otherwise
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55 1, if line k is used in the second shift in month ¢
ik .
0, otherwise
TS 1, if line k is used in the third shift in month ¢
Gik .
0, otherwise
1, if line k is used in shift s on day j
Tsj .
7" 0, otherwise

Mathematical Model for First Shift and Overtime

Minimize: Z CPw,; + Z Z B,C°Odoy, + Z Z CPby

el i€l keK

i€l lel

+Y > Cley+ > CMhi+ Y CT;

i€l leL il

w1:W+h1—f1

iel

Z Z(pfjkl +p10jkl> +E +by—ey=Dy, VIEL

jeJ1 keK
wi:wi_1+hi—fi, Vz€{2,3}

S5 Wk +990) +eiu+ by —eq =Dy, Yie{2,3) l€L

j€J; keK
> Bifsu < |Jijwi, Vi€l
keK

o
ZBkOZRSLQwa Viel
keK
> Bpoy <12w;, Viel
keK

SN Tipfy < Sdfsy, Vi€l ke K

Jj€J; leL

Y TGy < Odog, Viel keK
j€Ji leL

Ji .
Zoikgtgj, Viel, ke K
keK
S Tl <Sd, Viel jeds kek
leL
STl <0d, Viel; jed; kek
leL
o0, <12, Viel, ke K
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S Tiphy +pEy) < Sd, Yiel jed; ke kK (21.15)

leL
S Ti(pGy +p0u) <O0d, Vil jeJ; ke K (21.16)
leL

f8i3+f8i4§ ’JZ|, VZE[, ke K (2118)

Ji .

0i3+0i4§ I_%J, VZEI; ke K (2119)
o +ouw <12, Yiel, ke K (21.20)
Phkis Dyt [ Siks Oins €ty b, Wiy hiy fi >0, Viel; jeJ;
kek;lel (21.21)

Mathematical model for First Shift-Overtime scenario is given here.
First-Second Shifts and First-Second-Third Shifts scenarios can be seen in
Appendices 21.A and 21.B. Constraints (2) and (4) maintain worker count
update and tracking. (3) and (5) are balance constraints related to demand
fulfillment and inventory. (6), (7) and (8) are worker capacity constraints.
(9), (10), (12), (13),(15)and (16) limit production time and shift duration.
(11) and (14) limit the usage of overtime. (17), (18), (19) and (20) provide
shift usage limits for different lines.

The schedule model uses the outputs of the three models and creates
schedules for each of the scenarios. The schedule model can be seen in
21.C.

21.3.5 Validation of Our Approach

To validate the workforce optimization model, we evaluated its structure,
assumptions, and outputs against Beko’s actual operational data. To better
reflect real-life shift operations, our model is structured around three dis-
tinct scenarios. This approach captures all operational alternatives without
the computational complexity of solving a unified model. The model can
be rerun every 15 days to match the company’s decision-making cycle. Key
parameters such as line-specific workforce levels, working days, and initial
employee allocation were derived from real operational data. Additionally,
the model supports dynamic updates of demand forecasts, production days,
and cost-related inputs, ensuring adaptability to evolving system conditions.

For data validation, the model was tested using Beko’s production plan-
ning data from the first three months of 2024. It successfully produced a
feasible solution, confirming that the actual operational setup lies within
the model’s feasible solution space. Outputs such as production line sched-
ules, UPPH values, and average workforce numbers were compared against
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real-life data. The close alignment between model results and actual fac-
tory operations supports the model’s reliability and applicability for work-
force planning. Table 21.4 presents the monthly comparison of actual and
model-generated employee numbers, showing that actual values fall within
the model’s output range across different scenarios (366-376).

21.3.6 Integration and Implementation

Following the development of the decision support system, the implemen-
tation phase began under the supervision of Beko’s industrial engineers.
The mathematical model and user interface were executed using Python,
with the open-source CBC (COIN-OR Branch and Cut) solver employed to
solve the models. The interface was designed to accept Excel-based inputs,
including demand forecasts and product-line compatibility data. A user
manual was prepared to guide company personnel, covering input require-
ments, output interpretation, and instructions for running the three shift
planning scenarios. Throughout implementation, engineers actively moni-
tored system performance and provided feedback for final adjustments.

21.3.7 Benefits to the Company

The workforce planning decision support system offers strategic benefits to
Beko Electronics by replacing manual, error-prone scheduling with dynamic
shift planning based on real demand. It improves workforce allocation,
reduces overtime and contract hires, and lowers labor costs.

Benchmarking results show a 12.47% reduction in employee hiring over a
three-month horizon, while maintaining full demand fulfillment and compa-
rable Units Per Person Hour (UPPH) levels. Our solution approach achieved
a 15.48% improvement in UPPH, increasing from 1.42 under the current
system to 1.68. These outcomes demonstrate improved workforce efficiency
without compromising production capacity. Additionally, the system can
generate shift schedules for all three scenarios simultaneously in under 1.5
minutes. This represents a dramatic improvement, reducing the scheduling
process from two full days to mere minutes. The system’s interactive in-
terface streamlines scenario selection and automatically generates optimized
schedules, allowing decision-makers to evaluate cost-performance trade-offs.

Table 21.4: Monthly Comparison of Actual and Model Employee Numbers

Month Employee Number (Actual) Second Scenario Third Scenario
January 321 313 278
February 336 391 391
March 464 426 429
AVERAGE 373 376 366
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By improving human resource utilization and maintaining production effi-
ciency, the decision support system helps Beko minimize operational costs
while sustaining high service levels.

21.3.8 Conclusion

The primary objective of this project was to develop a workforce scheduling
system to increase production efficiency and minimize labor costs at Beko
Electronics. A user-friendly interface was developed using Python, which
allowed company personnel to input demand and compatibility data, select
a planning scenario, and receive structured output detailing optimal shift
plans and workforce adjustments. The system runs three distinct models:
First shift + overtime, First 4+ second shift and All three shifts, providing
results that reflect projected demand and production capacity over a three-
month planning horizon.

The decision support system was implemented with real company data
and adjustments were made to enhance functionality. The outputs were
compared across scenarios, and the model successfully provided cost-effective
shift schedules that satisfied demand. These results guided refinements to
the system and demonstrated its potential to support future workforce plan-
ning at the factory.
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Appendix: Mathematical Models
21.A The First and Second Shifts

Objective Function

Minimize: »  CRw;+3 Y " C¥ssy + > Y CPby

iel icl keK i€l IeL
+ D Cleq+ Y CHhi+ Y O (21.22)
i€l leL iel iel
Constraints
wy=W+h - fi (21.23)
Z Z(pfjkl +p15jkl> +E+by—ey=Dy, VIiel (21.24)
jeJ1 keK
wp=w;—1 +h; — fi, Vie{2,3} (21.25)
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Z Z(pijkyl —l—pfjkl) +eutby—eg =Dy, Vie {2, 3}, lelL
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> Bifsu < |Hwf®, Viel
keK

ZBkssikS‘Ji‘w;’SS7 Viel
keK

SN phu < Mgl Viel ke K

leL jeJ[i)
SON plu<MgE Viel ke K
leL jeJ[i

fsiw < Mgh? VYiel, ke K
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j€J; lel
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leL

S TSy +p5n) <Sd, Viel jed; kek
leL

fsiw < |Dilgh®, VYiel, ke K

ssg < | Jilg5%, VYiel, ke K

fsis+ fsu < |hilgh®, Viel; ke K

883 + 8Sis < |Ji|gisks, Viel, ke K

ghs, gk €01}, Viel, keK

Pf;kza pfjkla fSik, SSik, €, b,

wi, wiS w¥S hy, f;>0, Viel, jeJ; keK; €L

7
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21.B The First, Second, and Third Shifts

Objective Function

Minimize: »  CRw; + 3 Y C¥ssy + > > CTtsy,

iel icl k€K icl k€K
153) LIRS 3D WIS SIS s MR
icl leL icl leL il i€l
Constraints

Z Z (pfjkl +pfjkl +p,{jkl) +E +by—ey=Dy, VIEL (21.48)

jeJ1 keK
w; = Wi—1 + h; — fi, Vie {2, 3} (2149)

Z Z (Pi +p;-s;kz + D) + €imu+ by —eq =Dy, Vi€ {23}
jeJ; keK

lelL (21.50)
wi® 4w +w!® =w;, Viel (21.51)
> Bifsu < |[Hw®, Viel (21.52)
keK

> Byssu < |[ijwi®, Viel (21.53)
keK

> Bitsy < |Jijw®, Viel (21.54)
keK

fsa < Mgh?, Viel, ke K (21.55)
ssgp < Mgh?, Viel, ke K (21.56)
tsig, < MgLs, Viel, ke K (21.57)
tsg, < ssp, Viel, ke K (21.58)
SN Tl < Sdfsy, Vi€l keK (21.59)
j€J; leL

SO Tl < Sdssa. Vi€l ke K (21.60)
j€Ji lEL

SN Tply < Sdtsy, Viel; ke K (21.61)
jeJdi leL

Brgh? <wf®, Viel, ke K (21.62)
Brgi® <w?®, Viel, ke K (21.63)
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Brghf <wl®, Viel, ke K (21.64)

> Tl < Sdgh®, Viel jel; keK (21.65)
leL

> T < 8dgyl, Vi€l jeds keK (21.66)
leL

Y Tl < Sdgy’, Viel, jeld; ke K (21.67)
leL

D> phu<MgiS, Viel, keK (21.68)
j€J; lel

DD i< MgP, Viel, keK (21.69)
jeJdi lEL

SN < Mgl Viel ke K (21.70)
j€J; lel

ZTz(pf}sz +phy) <8d, Viel;, je (21.71)
leL

N TSy +pin) <Sd, Yiel; je; (21.72)
lel

> Tiphy +phy) <Sd, Vi€l je; (21.73)
leL

fsis+ fsuu < ||, Viel ( )
$Sig + ssiu < | i, Viel ( )
tsis +tsuy < ||, Viel (21.76)
ghs, 958, gtS e {0,1}, Viel, jeJ; ke K; 1€l (21.77)
pf_;kla pfjklu piTjkl, I Siks SSik, tSik, €, bu,

wi, wi WS Wl by, fi >0, Viel; jeJ; ke K;leL (21.78)

2 ? (2

21.C The Schedule

Objective Function

Minimize: emp (21.79)
Constraints

Z Byxgy, <emp, VseS; je; (21.80)

keK

> wyn=ADi, VseSkeK (21.81)

J€J;
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Tojs + 2554 <1, Vse8 kekK (21.82)
zer € {0,1}, VseS; keK (21.83)
emp > 0 (21.84)
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Karar Destek Sistemi
Ortadogu Rulman Sanayi

Proje Ekibi
Ali Ozan Aytar, Cansu Nur Ding, Stimeyye Karaca,
Arda Kilig, Dogukan Oge, Mert Tiimer

Sirket Danigmani Akademik Danigman
) Dr. Alptekin Demiray Prof. Dr. Savag Dayanik
Uretim Planlama ve Bilgi Sistemleri ~ Endiistri Miihendisligi Bolimu
Miudiiri
Ozet

Ortadogu Rulman Sanayi, talep tahminlerindeki diisiik dogruluk ve ani satig
dalgalanmalarini erken tespit edememesi nedeniyle iiretim planlamasi ve
stok yonetiminde verimsizlik yasamaktadir. Mevcut sistemin ge¢mis verileri
etkin kullanamamasi, stok fazlasi ve iiriin yetersizligine yol acmaktadir. Bu
projede, satislar1 dogru bir gekilde tahmin eden ve tahmin edilen veriler tize-
rinden anomali tespiti yaparak erken uyarilar veren bir karar destek sistemi
geligtirilmigtir. Yapilan karsilagtirmali analizlerde, satig tahmini sonuglari
56% dogrulukla sirket i¢i tahminlerden daha iyi performans gostermistir.
Ayrica 250 iiriin i¢in yapilan anomali analizinde, sistem bir¢ok tirtinde trend
degigimlerini basarili gekilde isaretlemigtir.

Anahtar Sozciikler: Talep Tahmini, Anomali Tespiti, Zaman Serisi Ana-
lizi, Karar Destek Sistemi, Hibrit Modelleme, Uretim Planlama.
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Data-Driven Decision Support System for
Sales Insight and Anomaly Recognition

Abstract

Ortadogu Bearing Industry experiences inefficiency in production planning
and inventory management due to low accuracy in demand forecasts and
inability to detect sudden sales fluctuations early. The inability of the cur-
rent system to use historical data effectively leads to excess inventory and
product shortages. In this project, a decision support system has been
developed that accurately predicts sales and provides early warnings by
detecting anomalies based on the estimated data. In the comparative anal-
yses performed, the sales forecast results have outperformed the internal
forecasts with an accuracy of 56%. In addition, in the anomaly analysis
conducted for 250 products, the system successfully marked trend changes
in many products.

Keywords: Demand Forecasting, Anomaly Detection, Time Series Anal-
ysis, Decision Support System, Hybrid Modeling, Production Planning.

22.1 Company Information

Ortadogu Rulman Sanayi (ORS), established in 1982 by Hasan ASLAN in
Polatli, Ankara, has established itself as Turkey’s first and largest bearing
manufacturer. Initially operating on a 26,000 square meter production area,
ORS expanded its facilities to 300,000 square meters through significant in-
vestments. Since starting mass production in 1986 and initiating exports in
1988, the company has specialized in the production of high-quality bearings
for various industrial applications.

ORS manufactures various types of bearings, including deep groove ball
bearings, tapered roller bearings, and special-purpose models, using ad-
vanced technology and automation to improve production efficiency and
precision.

Serving automotive, machinery, agriculture, and energy industries, ORS
expanded its international presence by establishing a machine factory, ORS
KOREA, in South Korea in 2019 to strengthen its position in the machine
industry globally. Furthermore, ORS has opened sales & distribution cen-
ters in the USA (ORS USA), as well as expanded to Italy and Germany by
opening sales representatives.

As of 2024, ORS ranks among Turkey’s top 500 industrial companies,
with an annual production capacity of over 100 million units. The com-
pany operates on a 120,000-square-meter closed facility in Ankara, employs
around 1,500 worker, and exports around 80% of its total product to mar-
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kets in Western Europe and North America.

22.2 System Analysis and Problem

22.2.1 System Analysis

Ortadogu Rulman Sanayi (ORS) performs its production planning through
a two-stage process: macro and operational planning. Macro planning is
carried out biannually using historical averages and open orders to forecast
annual sales volumes. Forecasting affects macro planning by shaping the
overall production plan. If the forecast is inaccurate, capacity planning
and resource allocation will also be incorrect. Operationally, an inaccurate
forecast leads to an incorrect MPS (Master Production Schedule), which
causes either overproduction or stockouts due to poor material purchasing
and scheduling decisions. These forecasts are finalized through internal
reviews and customer feedback, forming the basis for inventory policy and
resource planning(capacity and labor). Operational planning is conducted
monthly using SAP/MPS with a 12-month rolling horizon.

Forecasting has a direct impact on both macro and operational plan-
ning. At the macro level, inaccurate sales forecasts can lead to incorrect
resource planning and capacity allocation. At the operational level, a lawed
forecast affects the Master Production Schedule (MPS), resulting in either
overproduction or underproduction, which can cause excess inventory or
unmet customer demand.

Material requirements are calculated through MRP, and customer orders
are matched with availability through system checks. If demand exceeds
capacity, revisions are made to the production schedule. Despite having
structured planning processes and ERP integration, the current system is
limited in terms of automation, predictive accuracy, and responsiveness to
unexpected demand changes.

22.2.2 Problem Definition

The existing planning system at ORS relies heavily on static, average-based
forecasting and cannot detect anomalies in incoming sales data. This lim-
itation makes it difficult to anticipate sudden demand shifts, leading to
inefficiencies such as stockouts, overproduction, and misallocated resources.
The absence of a dynamic, automated forecasting and anomaly detection
system prevents planners from making timely, data-driven decisions. There-
fore, there is a critical need for a decision support system that generates
monthly sales forecasts using historical data and automatically identifies
irregularities in sales patterns. Such a system would enhance forecast reli-
ability, improve responsiveness, and support more efficient production and
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inventory planning.

22.3 Proposed Solution Strategy

This project proposes a two-part solution approach that integrates time
series forecasting and anomaly detection to improve production planning
at Ortadogu Rulman Sanayi. Forecasting models are constructed based
on time series analysis, while anomaly detection methods are employed to
identify unusual sales behavior and generate real-time alerts. Several as-
sumptions are made to ensure effectiveness, such as treating forecasts as
unaffected by external factors and relying solely on time series models. The
system operates under specific constraints: forecasts are limited to a 12-
month horizon; anomaly detection begins in 2022 and receives monthly
updates; the dataset covers the period from January 2022 to present, with
2020 and 2021 data excluded to avoid the influence on COVID-19 supply
chain fluctuations; confidentiality restrictions limit data sharing; each prod-
uct has predefined production capacity bounds; and anomalies are tested
against the statistical distribution of the training data (Song and Yao, 2013).
All data are imported from Excel and processed in R. The system enhances
forecast accuracy, accelerates response to market changes, reduces excess
inventory, and supports efficient, flexible, and customer-focused production
planning.

22.3.1 Solution Approach
Solution Method of Forecasting

To generate accurate sales forecasts for 250 products, the time series data for
each product was initially divided into a training set (first 45 months) and
a validation set (last 12 months). Various forecasting models library—such
as SES (Simple Exponential Smoothing) , Holt-Winters, ARIMA, and STL
(Seasonal and Trend decomposition using LOESS) were applied, with pa-
rameter optimization performed during training. Forecast accuracy was
evaluated using MAE (Mean Absolute Error), RMSE (Root Mean Squared
Error), and RMSSE (Root Mean Squared Scaled Error) to ensure a balanced
assessment across scale-sensitive and scale-free metrics.

For each metric, the best-performing models were identified, and the
average of their forecast values are taken to form a hybrid model. Hybrid
model is constructed by combining the results of multiple estimation meth-
ods to enhance forecasting accuracy and robustness. This approach lever-
ages the strengths of top-performing models while minimizing the individual
weaknesses of each method. Hybrid models are assessed using, RMSE, and
RMSSE to balance performance across diverse data structures to ensure a
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Figure 22.1: Yearly Forecast Graph of the Selected Product

well-rounded evaluation. Furthermore, all candidate forecasting methods
are evaluated using these metrics, and the results are averaged to give equal
weight to each method’s contribution. In addition, an Average-ORS model
was developed by taking the simple mean of the forecasts from all models
without any selection, serving as a performance baseline. The hybrid model
and the Average-ORS model were both evaluated using the same set of
metrics, and the final model for each product was selected based on the one
yielding the lowest MAE. Figure 22.1 gives a glimpse of the implementation
of forecasting methods.

Solution Method of Anomaly Detection

Anomaly detection in time-series forecasting is essential for identifying un-
expected deviations between actual and predicted sales values. The method-
ology is based on measuring forecast errors and evaluating their statistical
significance through standardization and probabilistic scoring.

The mathematical formulation of this approach has been detailed in the
appendix. This includes the computation of forecast errors, standardization
across datasets, and the derivation of anomaly scores using properties of
the standard normal distribution. The system triggers an alert when the
computed anomaly score falls below a predefined threshold.

This method allows for consistent detection of both high and low out-
liers, providing critical support for early warning mechanisms in production
planning.

22.3.2 Conceptual Model

The proposed conceptual model consists of two integrated components: de-
mand forecasting and anomaly detection. Forecasting is performed using
time series models from the fpp3 library, applied to historical sales data.
The last 12 months of data are used as a test set, and the remaining data is
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Figure 22.2: Conceptual Model

used to train various models. Forecast accuracy is evaluated using RMSE,
MAE, and RMSSE. The top three models based on these metrics are com-
bined equally in a hybrid model. The hybrid forecast is then compared
with the best-performing individual model using MAE. If the hybrid under-
performs, the superior single model is chosen. This adaptive process helps
reduce forecasting errors, especially in high-volume products, minimizing
risks of over- or underproduction.

Anomaly detection is based on comparing actual and predicted sales val-
ues from the most recent month. Forecast errors are standardized using the
standard deviation of predictions to normalize the deviations. These stan-
dardized errors are evaluated using the cumulative distribution function of
the normal distribution. Anomalies are flagged when the resulting prob-
ability falls below a predefined threshold, which is set to 5% by default.
However, it can be adjusted based on the company’s sensitivity require-
ments. The model integrates Excel-based data with R language to support
continuous monitoring and decision-making.

22.4 Validation

To make sure the system works reliably in real-life scenarios, validation is
made for both the forecasting and anomaly detection components.

22.4.1 Forecast Validation

To ensure the applicability of the forecasting code to real-world data, its
alignment with the company’s requirements is evaluated. The evaluation
begins by merging the forecasted and actual sales datasets using the month
variable for the first two forecasted periods. The absolute error is then
calculated as the difference between the forecasted and actual sales values.
To establish a performance benchmark, a naive forecasting method is
also implemented. This approach uses the previous month’s actual sales
as the forecast for the current month, obtained via the lag function. The
corresponding naive error is computed in a similar manner. Observations
lacking a value from the previous period are excluded from the analysis.
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Figure 22.3: Method Comparison

The naive approach’s effectiveness is assessed by calculating the Mean
Absolute Naive Error. This benchmark error is then used to compute the
MASE(Mean Absolute Scaled Error), which is obtained by dividing the
model’s absolute error by the naive error.A MASE value below 1 indi-
cates that the forecasting model performs better than the naive benchmark,
whereas a value above 1 suggests inferior performance. Figure 22.3 shows
an example model performance comparison.

22.4.2 Anomaly Detection Validation

In the validation phase of the anomaly detection process, the alarm status
for the last three months of each product’s sales data is recorded. These
results were shared with the company to verify whether the detected anoma-
lies correspond to actual irregularities observed in real-life operations.

The effectiveness of the anomaly detection model is evaluated based
on the percentage of correctly identified anomalies. A high match rate
between the detected anomalies and real-world deviations indicates a suc-
cessful validation phase. Conversely, if discrepancies are significant, further
refinements and improvements were made to enhance the accuracy and re-
liability of the anomaly detection system.

22.5 QOutcome and Deliverables
22.5.1 OQOwutcome

Twelve-month demand forecasts are generated for 250 products using 57
months of historical sales data. Time series models such as ARIMA, SARIMA
and Holt-Winters are applied with model performance evaluated using error
metrics such as RMSE, RMSSE, and MAE. Specifically, MAE is preferred

259



http://127.0.0.1:7563 | . Open in Browser % Publish -

@ ‘ Anomali Tespiti ve Talep Tahmini

Ikent Universitesi

ErREmeT Veri Ozeti  En iyi Tahmin Modeli Grafigi ~ Tahmin Saglamas! Grafigi  Anomali Tespiti ~ Yillik Tahmin Tablosu  Yillik Tahmin Grafigi

Browse... Kodlanmis Satis Verisi 250 1 Model Karsilastima

Upload complete Anomali p-degeri:
Uriin Seginiz: 0.05

PROD0409 v Anomali kontrolii icin ay segin:

Hata Metrigi Segimi: 2024 Apr -
© MAE

O RMSE Anomali Tespiti ve Giiven Araliklan
O MASE En iyi model: Average-ORS

O RMSSE 15,000

Gilven Araligi Seviyesi: -

O 509 .

O 50% 10,000 78% 3% Guvenirlik
O 80% Q he 50 g 80%

% .
® 95% s b 95%
5,000
o
L R Alarm Durumu / Tahmin

7% z
7 68% 5% ® FALSE

. . M
o 2 Tahmin
o TRUE

2024 Jan 2024 Apr 2024 Jul 2024 Oct
& Anomali Ozeti Excel Olarak indir

Segilen ayda anomali bulunamadi.

Model Tahmin Gergeklesen Tahmin Hatasi Tahmin Hatasi D~ Anomali Olgiisii Alarm

Average-ORS 1,994 208 -1,786 3915 68% false

Figure 22.4: Anomaly Detection Graph

due to its interpretability, robustness to outliers, and scale-independence,
making it suitable for comparing model performance across different prod-
uct categories. If the hybrid model yields lower error values, it is selected as
the final forecasting approach. All error scores are made accessible through
a user-friendly interface.

An integrated anomaly detection system is also developed and validated
using MASE with actual company data; see Figure 22.4. The interface,
built with R Shiny, allows users to access forecast results, view anomaly
alerts, and generate detailed reports with visualizations. This decision sup-
port system enables more effective production and inventory decisions by
identifying unusual patterns and improving forecast reliability.

22.5.2 Deliverables

A Decision Support System is developed to generate 12-month demand
forecasts and detect anomalies for each product using time series analysis.
Forecasts are updated based on historical data and open orders and reviewed
by the planning team. Anomaly detection mechanisms are designed to
identify unusual changes, particularly in the post-pandemic period.

The system is built using the R programming language with a user in-
terface developed in R Shiny. The interface allows users to view forecasts,
monitor anomalies, and receive alerts when new data shows irregular pat-
terns. Designed for speed and accessibility, the Ul can be flexibly used by
employees in the Production Planning and Information Systems Depart-
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Figure 22.5: Sorted (Critical) Anomaly Summary

ment. A user guide is also provided to support effective use of the system.
Finally, the system generates dynamic Excel outputs, including the de-
tection of anomalies in the last three months of sales data. These outputs
provide a detailed list of products ranked by the number of detected anoma-
lies. In addition, 1-year forecasts for all products can be exported to Excel,
offering valuable information for long-term planning and decision making.

22.6 Benefits to the Company

The Decision Support System developed in this project significantly en-
hances demand forecasting accuracy and anomaly detection capabilities.
With rolling 12-month forecasts based on time series models, the system
enables better production and inventory planning by dynamically adapting
to changing market conditions using historical sales data. For benchmark-
ing purposes, our forecasts were compared against internal company esti-
mates. Out of 206 products evaluated (after excluding exceptional cases),
the system outperformed internal forecasts for approximately 56% of the
products when considering March 2025 results. Additionally, considering
longer periods such as six-month aggregates, the system showed success-
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ful performance for around 60% of the products, demonstrating robustness
against temporary volatility.

The integrated anomaly detection module successfully identified unusual
sales behaviors across 250 products, flagging potential anomalies with a
color-coded severity scale (red, orange, yellow, green) as in Figure 22.5.
Several detected anomalies were confirmed to signal actual trend changes,
supporting proactive planning actions. The system operates on a decision
support basis, highlighting critical points for planner review without making
automatic decisions.

Developed using R Shiny and Excel, the system provides an intuitive
interface for forecast visualization, anomaly monitoring, and report gen-
eration. It enables the Production Planning Department to act faster and
more precisely, offering a scalable tool for strategic and operational decision-
making.

22.7 Integration and Implementation

A structured implementation process ensured the seamless integration of the
forecasting and anomaly detection models into the company’s operations.
Initial refinements addressed minor issues, enabling the system to process
real-time data efficiently.

Meetings with industry advisors were held to present the validated mod-
els, gather feedback, and demonstrate the user interface and reporting fea-
tures. A comprehensive user manual was presented, detailing the system’s
functionalities, data requirements, model execution steps, and output inter-
pretation.

The pilot study was launched using historical sales data from a selected
product group to evaluate forecasting accuracy and operational impact.
The anomaly detection component effectively flagged irregularities, partic-
ularly during the post-pandemic period, contributing to proactive decision-
making.

Feedback from company personnel guided final adjustments, benchmarks
and informed updates to the documentation. After the pilot, the necessary
improvements were made, and the system was fully deployed. The integra-
tion process aligned well with existing decision-making procedures, proving
the system to be both accurate and operationally valuable.

22.8 Conclusion

A flexible and user-centric Decision Support System (DSS) was developed
and deployed at Ortadogu Rulman Sanayi to support production planning
through data-driven insights. The system combines 12-month sales fore-
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casting with anomaly detection, using 57 months of historical data and
time series models to anticipate demand patterns while flagging unexpected
sales behaviors. This integrated approach allows decision-makers not only
to plan ahead but also to respond proactively to irregularities—something
that forecasting or anomaly detection alone could not achieve as effectively.
Built entirely in R and delivered via an intuitive R Shiny interface, the solu-
tion emphasizes usability and adaptability, enabling engineers and planners
to interpret results with ease, make timely adjustments, and ensure contin-
uous operational alignment.
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Appendix: Anomaly Detection

The anomaly detection mechanism relies on a series of mathematical steps
as follows:

e Forecast Error Calculation:
Forecast Error = Sales — Average Forecast

where Sales is the observed value, and Average Forecast is the pre-
dicted value from the model.

e Standardization of Forecast Error:

Forecast Error
Standardized Forecast Error =

Average Forecast SD

where Average Forecast SD is the standard deviation of the forecast
values.

e Anomaly Score Calculation:
Anomaly Meas = min(1 — P(Z < x), P(Z < x))

where P(Z < x) is the cumulative distribution function (CDF) of the
standard normal distribution for standardized error z.

e Anomaly Alarm Condition:
Alarm = Anomaly Meas < anomaly _thresh

A typical threshold value is anomaly_thresh = 0.05.
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Ozet

Memorial Saglik Grubu, hemsireler ve hasta danigmanlari i¢in vardiya plan-
lamasinda cegitli sorunlarla kars: kargiya kalmaktadir. Su anda, vardiyalar
amirler tarafindan diizenlenmektedir. Mevcut proje, caligan tercihlerini dik-
kate alarak ve Tiirk Is Kanunu'na uyumlu esit is yitkii dagilm yapan di-
namik, iyilestirilmis bir vardiya atama modelini ele almaktadir. Onerilen
¢oziim, matematiksel bir model kullanarak ani personel eksiklikleri veya
talep degisiklikleri gibi durumlarda gercek zamanl ayarlamalar yapabilen
esnek bir planlama sistemi sunmay1 hedeflemektedir.

Anahtar Sozciikler: Hemsire planlamasi, is giicii eniyilemesi, dinamik var-
diya atamasi, saglik sektorii personel yonetimi, ig kanunu uyumu.
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Decision Support System for Shift
Assignments Balancing the Workforce

Abstract

Memorial Healthcare Group faces various problems in planning shift sched-
ules for nurses and hospital receptionists. Currently, the supervisors sched-
ule it manually. The present project deals with a dynamic, optimized shift
assignment model for equal workload distribution concerning employees’
preferences and full observance of the Turkish Labor Law. The proposed
solution will be able to provide a flexible scheduling system that can make
real-time adjustments for sudden staff absences or changes in demand using
a mathematical model.

Keywords: Nurse scheduling, workforce optimization, dynamic shift as-
signment, healthcare staffing, labor law compliance.

23.1 Company and System Description

Memorial Health Group is one of Turkey’s premier healthcare organizations,
operating a nationwide network of hospitals and centers celebrated for high-
quality, patient-driven services. Founded in Istanbul in 2000, the organi-
zation has enjoyed steady growth while investing significantly in cutting-
edge technology and streamlined operational processes to meet the evolving
demands of modern healthcare (Memorial Healthcare Group, 2024). His-
torically, the group relied on manual scheduling methods that, although
effective in its early years, have become inadequate amid rising patient care
demands and growing scheduling complexity. Recognizing the limitations of
manual scheduling, Memorial Health Group wanted to adopt an advanced,
data-driven system designed to optimize shift assignments, balance work-
force needs more effectively, and enhance overall service quality. This new
approach aims to minimize errors and inefficiencies by integrating historical
data with real-time inputs, ensuring staffing levels are accurately aligned
with patient care requirements while enabling a more responsive and sus-
tainable work environment.

23.2 Problem Definition

The current manual scheduling system at Memorial Health Group has be-
come insufficient with growing patient admissions and service requirements.
Relying primarily on manual entries, the system bred frequent errors such
as misplaced shifts, causing staffing imbalances. All these created unneces-
sary overtime and boosted operating costs. The unnecessary overtime and
staffing imbalances can be seen in Figures 23.1 and 23.2.
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Figure 23.1: Total Hours Worked by Nurses, 15th Floor, September 2024

Memorial Health Group wanted to implement a data-driven scheduling
system to address these challenges. Designed to generate balanced and
anticipatory shift schedules, the system can quickly adapt to changes in
patient demand, reduce scheduling errors, optimize resource allocation and
overtime, cultivate a more resilient and efficient work setting for nurses and
hospital receptionists.

23.3 Proposed Solution Strategy

The project presents an optimized scheduling framework for Memorial Health-
care Group that uses a data-driven mathematical model to address nurse
and hospital receptionist shift assignments. By employing Mixed-Integer
Linear Programming (MILP) techniques, the model minimizes overtime
costs, balances workload distribution, and complies with staff preferences
and regulatory limits. It integrates advanced optimization methods —com-
bining Mixed-Integer Linear Programming (MILP) with a re-scheduling
strategy— to manage real-time demand variability and uncertainty in shift
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Figure 23.2: Shift Distributions, 15th Floor, September 2024
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planning.

23.3.1 Ciritical Assumptions
Nurses

The following assumptions are made regarding nurses:

- The scheduling environment is entirely predictable; all input data —in-
cluding staffing requirements, nurse availability, and shift preferences— are
known and remain constant throughout the scheduling period.

- All nurses are available during the scheduling period except for pre-
defined off days. If an unexpected absence occurs, it will be handled by the
reassignment model.

- All nurses have the same workload capacity, but shift assignments vary
based on skill level and individual shift preferences.

- Shifts have fixed durations and start times (e.g., 12-hour shifts), though
flexible or partial shifts might be incorporated as operational needs evolve.

- Overtime is consistently calculated and penalized when hours worked
exceed the predefined target (e.g., 200 hours), applied as a penalty without
a strict cap.

Hospital Receptionists

The following assumptions apply to hospital receptionists:

- Each receptionist works fixed shift durations (12 hours for a full day,
6 hours for a half day), ensuring consistent and simplified scheduling.

- All receptionists are assumed to attend their assigned shifts reliably
except on pre-approved leave days.

- The model operates within an anticipated demand range, assuming
that patient and visitor volumes remain within expected limits without
accounting for rare or unexpected surges.

- All receptionists are assumed to have uniform skills and workload ca-
pacities, enabling shift assignments without requiring individual skill differ-
entiation.

23.3.2 Major Constraints
Nurses

The nurse scheduling model adheres to the following major constraints:

- Nurses must have at least two consecutive days off each week, and no
day shift should follow a night shift to ensure adequate rest.

- Nurses cannot work more than two consecutive night shifts and are
restricted to a maximum of 12 night shifts per month to promote a balanced
distribution.
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- Each nurse is limited to a maximum of 5 weekly shifts to maintain a
manageable workload.

- A nurse may be assigned to only one shift each day.

- Nurses are scheduled exclusively within their designated departments;
inter-department shifts are prohibited.

- The model ensures that weekend shifts are distributed equitably among
all nurses.

- Overtime hours, which incur higher pay rates than regular hours, are
minimized through cost control measures in the objective function.

Hospital Receptionists

For hospital receptionists, the scheduling model enforces the following con-
straints:

- Receptionists work 6 days a week (with Sundays off) under fixed shifts
(full day = 12 hours, half day = 6 hours). Daily (non-Sunday) coverage
must meet the predetermined staffing requirement in full-day equivalents.

- Every receptionist must be assigned to exactly one half-day shift each
week (weeks 1-4) to ensure predictable rest periods and balanced workload
distribution.

- Each receptionist is assumed to attend all assigned shifts reliably, ex-
cept on pre-approved leave days.

- An individual receptionist can only be scheduled for one shift daily,
ensuring a clear and manageable work schedule.

- Since overtime hours are paid at a higher rate than regular hours, the
model minimizes overtime by penalizing work hours exceeding a set normal
threshold.

23.3.3 Objectives

The objectives of the scheduling models are as follows:

- The nurse scheduling model aims to generate a fair, balanced, and
efficient monthly work schedule that meets hospital staffing requirements
while respecting nurse preferences, legal constraints, and workload fairness.
It minimizes a weighted sum of penalties associated with deviations from
target working hours, excessive overtime, unequal distribution of night and
weekend shifts, violation of shift preferences, and inadequate rest periods.

- The hospital receptionist scheduling model aims to minimize total over-
time while meeting staffing requirements and ensuring consistent shift as-
signments. Using fixed shift durations (12-hour full days and 6-hour half
days) and assigning one half-day per week to each receptionist promotes
balanced workloads and controls costs, with overtime penalized due to its
higher pay rate.
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23.3.4 Solution Approach
Tools and Platforms

The scheduling models are implemented in Python, using the PuLLP library
for mathematical modeling and optimization. Excel served as both the input
and output platform for the user interface, allowing hospital administrators
to manage nurse data easily. Required data for scheduling models, including
leave days, shift preferences, and skill levels, is imported using Pandas.
After solving the model, the optimized schedules are exported back to Excel.
Visual tools such as Matplotlib generate Gantt charts for schedules and bar
plots for further analyses, enhancing interpretability.

Shift Count and Time Forecasting

A time-series analysis was performed to forecast patient arrival numbers
at different hours of the day, leading to the design of an optimized shift
system based on these projections. Patterns and seasonality were identi-
fied by examining historical hourly arrival data, and a SARIMA forecasting
model was applied to predict future patient inflows. Based on these pre-
dictions, alternative shift structures —such as transitioning from two daily
shifts to three— were evaluated to align staffing levels with demand bet-
ter. Ultimately, this approach aims to minimize waiting times, optimize
staff workloads, and ensure high-quality patient care by more accurately
matching staffing needs to peak patient volumes.

Optimization Model

Rather than relying on heuristics or manually defined rules, a complete
MILP approach is adopted. The CBC solver is used with a specified time
limit and optimality gap, ensuring efficient, high-quality solutions. The
model incorporates soft constraints with associated slack variables to han-
dle infeasible or tight scheduling scenarios. These slack terms allow the
solver to relax specific rules when necessary while penalizing any deviation
through the objective function. This design ensures practical feasibility in
the output. An example output of the model can be seen in Figure 23.3.

Reassignment Model

In practice, shift plans may need to be revised due to unexpected absences
or other changes. To handle such cases, the planning horizon is divided into
two sets: fixed days where assignments remain untouched, and optimizable
days where reassignments can occur. The optimization aims to preserve as
much of the original schedule as possible by minimizing deviation variables.
Thus, stability is maintained while ensuring that staffing needs and con-
straints are still satisfied. An example output of the reassignment model
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Figure 23.4: Adjusted Nurse Shift Assignments

can be seen in Figure 23.4.

23.4 Validation
23.4.1 Nurse Scheduling Validation

We conducted several tests and sensitivity analyses to validate our nurse
scheduling optimization model. The primary objective of our model is to in-
tegrate multiple criteria —including deviations in night and weekend shifts,
differences in working hours, overtime, rest violations, and nurses’ pref-
erences— into a single weighted objective function. By minimizing this
composite measure, the model aims to achieve a schedule close to the ideal
scenario. The model was solved using PulLP with the CBC solver, applying
a 10-second time limit and a gap tolerance of 1% to ensure efficiency and
quality. We executed iterative runs, halting after three consecutive itera-
tions without improvement. We monitored key performance metrics in each
cycle, such as slack variables representing unmet staffing requirements, to
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ensure the solution remained feasible and balanced.

23.4.2 Hospital Receptionist Scheduling Validation

Using real department operational data, we assessed validity by comparing
the model’s generated shift assignments to historical receptionist sched-
ules. The model outputs closely matched past distributions in total hours
worked and weekend shift counts. Comparative analysis of work-hour met-
rics and shift patterns reinforced the model’s credibility by demonstrating
alignment with actual records. In conclusion, validation confirms that the
shift-assignment model effectively distributes receptionist workloads while
adhering to staffing constraints and established patterns. These results
demonstrate the model’s reliability for hospital operations and its ability to
produce balanced, practical schedules for receptionists.

23.4.3 Reassignment Model Validation

We validated the reassignment model by simulating real-world scheduling
disruptions using actual nurse shift data. The model was tested under vari-
ous scenarios, including unscheduled leave requests and unexpected changes
in patient demand. The model reassigned affected shifts in each case while
ensuring compliance with operational constraints. Without overloading
nurses or violating staffing rules, the model successfully adjusted schedules
in a balanced manner. These results demonstrated the reassignment model’s
ability to maintain stability and operational feasibility when responding to
real-time disruptions.

23.4.4 Integration and Implementation

During the pilot phase, the following features were in place:

- The nurse-shift scheduling system is deployed on a secure internal
workstation, ensuring controlled access and minimizing cybersecurity risks.
After the review with the Information Technologies Department, the system
entered pilot operation in April under the hospital’s operational schedule.

- Nurse-specific data —leave days, shift preferences, and competency
levels— is imported from standardized Excel templates, preserving com-
patibility with existing processes and reducing training requirements. Gen-
erated schedules were exported directly to Excel for archival and managerial
review.

- A dedicated web interface provides an intuitive, browser-based envi-
ronment for running the optimization engine, uploading input data, and
reviewing results. Gantt charts and bar graphs were utilized to display to-
tal hours, night /weekend allocations, and constraint compliance, supporting
informed decision-making. The user interface screen for selecting the em-
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ployee type and department for which the assignments will be scheduled
can be seen in Figure 23.5.
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Figure 23.5: User Interface Screen to Initiate a Schedule

This integrated backend/frontend design combines technical robustness
with practical usability, delivering a scalable, accessible solution for hospital-
wide deployment.

23.5 Benchmarking

Benchmarking was conducted to assess the impact of the proposed schedul-
ing solution on system performance, particularly by reducing deviations in
night and weekend shift allocations and eliminating overtime. The analysis
utilized three key performance indicators: the maximum deviation in night
shifts, the maximum deviation in weekend shifts, and overtime —measured
by hours exceeding a 220-hour threshold per nurse per month. Histori-
cal data gathered over a 6-month period showed that nurses experienced,
on average per month, deviations of approximately 7.8 night shifts and
5.2 weekend shifts, alongside an average of 117 overtime hours per nurse.
However, in July, night shifts under the proposed system varied by approx-
imately 4 shifts and weekend shifts varied by approximately 2, resulting
in improvements of roughly 50% in both categories. This consistency not
only enables a more equitable distribution of shifts —thereby reducing ad-
ministrative burdens and mitigating burnout risk— but also reduces labor
costs and improves compliance with labor regulations. In summary, the
mathematical analysis of the benchmarking process demonstrated that the
revised scheduling model significantly enhances system efficiency, promotes
fairness among nursing staff, and ultimately contributes to better patient
care outcomes.
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23.6 Benefits to the Company

The proposed scheduling system provides significant organizational, opera-
tional, and managerial benefits to Memorial Healthcare Group by addressing
inefficiencies arising from manual scheduling. Through mathematical mod-
eling, demand forecasting, dynamic reassignment, and an interactive user
interface, the project improves scheduling quality, employee satisfaction,
and resource utilization.

Operationally, the system replaces manual Excel-based scheduling, re-
ducing preparation time, human error, and administrative burden while
ensuring stable patient care. Equity-focused optimization promotes fairer
distribution of shifts and hours, improving employee satisfaction, reduc-
ing fatigue, and enhancing well-being. The reassignment model enables
quick adjustments to sudden leaves or demand changes without compro-
mising fairness. An integrated forecasting module uses historical patient
arrival data to generate short-term demand projections, optimizing staffing
decisions and avoiding over —or under— staffing during different periods.
Built on open-source platforms (Python, PuLP, Flask, Pandas), the system
is cost-effective, scalable, and easy to adopt for hospital management and
staff.

In summary, the new scheduling system advances Memorial Healthcare
Group’s goals by improving scheduling accuracy, reducing manual workload,
promoting fairness, ensuring compliance, and enhancing workforce planning
— eventually supporting better patient care delivery.
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Appendix: Mathematical Model
Table 23.1: Set Definitions

Symbol Description

N Set of nurses, indexed by n.

S Set of shift types, e.g., {M, N}.

D Set of days in the planning horizon.
Dyeckena  Subset of weekend days.

P Set of competency levels.
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Table 23.2: Parameter Definitions

Symbol Description

W, s,d Preference weight.

Q5.4 Staffing requirement.

t, Shift duration.

Hmin pymax pytarget  Min max, target hours.
Bhight, - - - Objective weights.
Onight s - - - Max deviations.

M Penalty constant.
Nhight - - - Normalization factors.

Table 23.3: Decision Variables

Symbol Description

Tn,s,d Binary assignment.

hover Overtime hours.

Zn,sd Rest violation indicator.
dev dev;,  Work-hour deviations.
devyyp s - -~ Night/weekend deviations.
Ss.d Staffing slack.

Objective Function

dev™ + dev; devi + dev,
mmf _ ﬁnightz< nlgh]t\,[n nlght,n) + ﬁweekendZ( Weeke]r{;i,n weekend,n)
night weekend
+ ﬁ Z(Zn,s,d - 1) + ﬂ fz xn,s,d(l - wn,s,d)
rest—  ar re
Nrest P Npref
> hover S (dev;, + devy))
+ ﬁover ime—n + /Bwor in = = + M Ss,d -
‘ N, overtime king N, working Z
Constraints
Z Tns,d + Ss,d Z Qs,d VS, d (]_)
Tn,s,d = 0 Vn, d, S (2)
Z ts Tpsa — H™" = dev) — dev,, Vn (3)
Z ts Ln,s,d Z Hmin Vn (4)
Z ts xn,s,d - Htarget S h;)lver S 5overtime vn (5)
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