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Predicting Inventory Shrink
Before It Hits the Bottom Line

The Problem

Losses That Don't Show Up Until Inventory Count

Retailers lose roughly 1.5-2% of annual revenue to shrink — theft,
vendor fraud, administrative error, damage — and most of it goes
undetected until a physical inventory count reveals the gap, months
after the loss occurred. By then, there's no way to know which

Key Capabilities

Correlation Engine

Detects subtle combinations of transaction,
staffing, and receiving anomalies that
predict shrink — even across disconnected

store, shift, register, or process actually caused it. store systems.
The early signals are scattered across POS
transaction data, employee scheduling, receiving
logs, and return patterns — systems that rarely
get analyzed together.

Machine Learning (Random Forest)
Scores stores and shifts by shrink risk and
clusters them by likely cause (theft, vendor

A store doesn't have one big theft event; it has dozens of small error, admin error, damage).

anomalies (unusual void patterns, mismatched receiving counts,
high-return employees) that compound quietly until the count
comes up short.

The Solution

Intelligent Correlation Analysis with IDA

Validation Playground

Lets loss prevention teams test and tune

- detection models visually, no data science
team required.

Ranked Insights
Surfaces the top drivers of shrink by store,
department, or shift, so investigations

target the real source.

IDA turns fragmented store data into a continuous shrink-detection
system.

Instead of waiting for the next physical count, IDA analyzes
hundreds of variables across POS, receiving, and staffing data —
void/refund frequency, register-level discrepancies, shift overlap
patterns, vendor delivery accuracy — to flag which stores, shifts, or
processes are showing early signals of loss, weeks before it shows
up on a count sheet.

Human + Machine Intelligence

Pairs predictive scoring with loss
prevention expertise, so flagged patterns
get the right human judgment before
action is taken.

IDA doesn't replace loss prevention teams — it gives them a ranked,
evidence-backed starting point, so investigations focus on the
stores and patterns most likely to be real, not just the ones with the
highest traffic.
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The Results: Data-Driven, Proactive Loss Prevention
Tangible Outcomes
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Early Intervention Targeted Investigation Smarter Decisions Protected Margins

Flags rising shrink risk in near-real = Routes flagged stores or shifts to Leadership gets a clear, ranked Catching shrink earlier preserves

time, instead of waiting for the the right response — process fix, view of which stores or margin without resorting to

next physical count. vendor audit, or LP investigation departments are driving the most blanket, disruptive store audits.
— based on the actual driver. loss.

The Takeaway

IDA shifts loss prevention from a once-a-quarter
count-and-react cycle to continuous, proactive
detection. By revealing where and why shrink is
happening — not just confirming it after inventory
comes up short — IDA helps retailers protect
margin that used to quietly disappear before
anyone noticed.

Inventory Shrink — By the Numbers
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