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Inventory Shrinkage
Definition & Measurement Details

The total cost related to inventory shrinkage (broken, pilfered, spoiled, or stolen inventory) divided by the average dollar value of inventory on hand, as a 
percentage.

Inventory Shrinkage measures the portion of a company’s inventory that 
is lost and does not generate any revenue. High Inventory Shrinkage 
may be a result of inventory theft, inventory damage, miscounting, 
supplier fraud, accounting errors, misplacement or expiration. Inventory 
Shrinkage is costly to the company not only in terms of lost inventory, but 
managers may need to spend money on heightened security to prevent 
future shrinkage. Inventory Shrinkage may also foster an environment 
of mistrust between management and employees, which can reduce 
productivity and efficiency. 

Inventory Accuracy (Dollars), Inventory Accuracy (Location), Material 
Handling Damage

(Total Inventory Shrinkage Related Cost / Total Value of Inventory) * 100

Two values are used to calculate this KPI: (1) the total cost related to 
inventory shrinkage, and (2) the average dollar value of inventory on 
hand during the same measurement period. The total cost of inventory 
shrinkage is defined as the dollar amount of any loss of inventory due to 
clerical error, lost goods, stolen goods, damaged goods, expired goods, 
etc. The average dollar amount of inventory on-hand can be calculated 
by taking the sum of the inventory value on hand at the beginning and 
end of the measurement period and dividing that value by 2. 

What is Inventory Shrinkage?

Formula

Why should this KPI be measured? How is this KPI calculated?

Related KPIs

ABRIDGED CONTENT

Purchase to View Full Definition & Measurement Details!
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Inventory Shrinkage
Benchmarks & Characteristics of High Performers

Inventory Shrinkage
(Total Inventory Shrinkage Related Cost / Total Value of Inventory) * 100

How to read this chart: This chart summarizes the performance gaps between high (Top 5%), mid 

(Median) and low (Bottom 5%) performers for this Key Performance Indicator (KPI). For example, the 

column labeled “Top 5%” represents a company that outperformed 95% of the peer group observed 

for this metric.
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Sample Size: XX

KPI Type: XX

Unit: XX

Is High or Low Best?: XX

Characteristics of High Performers

• KPIs are well-defined, tracked and tied to 
performance reviews

• Robust self-service options for customer 
(online FAQs, etc.)

• Agents cross-trained to handle and resolve 
multiple call types

• KPIs are well-defined, tracked and tied to 
agent performance reviewsSAMPLE CONTENT

Purchase to View Actual Benchmarking Data!



opsdog-kpi-report.inventory-shrinkage.Sample 2017 Edition     |     © OpsDog, Inc.

3

© 2017 OpsDog, Inc.

The OpsDog KPI Reports and their contents are protected by copyright laws, contain the 
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