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Executive Summary

The aviation industry is experiencing tremendous growth, where the number of air passengers is predicted
to double in the next 20 years. The increase of air movements evidently increases the Maintenance, Repair
and Overhaul (MRO) activities for the aircraft. A common problem across the MRO industry is that the de-
mand for spare components is unknown, causing problems in the Supply Chain (SC) management of the
MRO providers. Research to increase transparency in demand has been focused on methods to forecast the
spare parts request for component inventory and availability management. However, research to improve
the transparency in demand of the reverse SC has been neglected, resulting in a research gap. The lack of in-
sight in demand results in inefficient and uncoordinated operations and decisions. To improve these aspects,
transparency in demand is required.

Forecasting demand is an important aspect of the SC management of the MRO industry. Industry 4.0 tech-
nologies can provide a solution to increase transparency in demand. A combination of different technolo-
gies, such as Radio Frequency Identification (RFID), GPS, and Bluetooth, have been identified to increase
the transparency of shipments during transport. Through implementing these technologies, it is possible to
track shipments and effectively predict arrival times. However, before resorting to these solutions that require
changes and investments across all stakeholders, it is favourable to investigate other possible solutions. The
objective of this research is therefore, to investigate how the transparency regarding the demand in the MRO
reverse SC can be increased. To achieve the objective the transport process is investigated and the trans-
port data analysed. Through a case study, the first part of the reverse SC is analysed regarding the transport
between the customer and the MRO provider. The research has been conducted in collaboration with KLM
Engineering & Maintenance (KLM E&M) in which their component services SC is analysed.

The measurements of the current state at KLM E&M led to several findings and insight in their operations and
processes. First of all, a lack of standard contracts lead to increased variation in the return transport times
of components to the Logistic Centre (LC). Secondly, the planning in the LC is fully reactive, where planning
is rigid while demand is fluctuating which results in creation of buffers and waiting times. Lastly, data frag-
mentation combined with the data quality makes it challenging to gain a complete and integrated overview
of the return process. The case study further investigates two customers of KLM E&M as a proof of concept,
which is Virgin Atlantic and Royal Air Maroc (RAM). The transport of the Unserviceable (US) components
between the customers and the Amsterdam Logistic Centre (LC) is further investigated. The analysis showed
that the different contracts and agreements with the customers reduce the stability and increases the variance
of transport times.

The data available regarding the transport of components originates from two data sources that had to be
merged manually. These data sources are AeroXchange (AEX), an interface for the request between the cus-
tomer and KLM E&M, and LINK, which is the tracking system of the freight forwarder Bolloré. After merging,
several fields were excluded for the analysis as they were shown to be inaccurate or unreliable. This pro-
vided a limitation to the analysis as these included relevant factors such as dangerous goods indication and
the individual weight of components. Furthermore, only two timestamps could be verified for the analysis,
which are assumed to mark the beginning and end of transport. The data provides insight into the demand
behaviour for the AMS LC regarding the US components. This demand was shown to be classified as smooth
for all the shipments combined which pass through Bolloré and KLM E&M expedition. After the expedition,
the components are split based on the aircraft type for dedicated teams to handle. This split in aircraft type
results in the demand behaviour changing to erratic for certain teams. Due to the split, the teams have to deal
with more demand variation, causing inefficiencies in planning and the creation of waiting times. However,
this erratic behaviour regarding demand can be reduced by combining teams in which the effects are evened
out due to the larger number of components.

Analysis of the processes and transport time data provided insight into the transport behaviour of compo-
nents. The data gives additional insights regarding Bolloré, as it indicates that the last mile transport by
Bolloré takes on average 43 hours from the arrival at Schiphol, which is about 60% of the total transport time
for Virgin shipment. After data cleaning and preparation, the data was numerically and graphically described
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to display the transport behaviour. The empirical distribution shows that Virgin transport behaviour has less
variance compared to RAM. RAM’s distribution has higher variance due to a stochastic element present in
the transport process of RAM. The transport times have been fitted to theoretical distributions, to identify
and approximate the transport behaviour of the components. The best fit distribution for Virgin was the log
logistic and for RAM the double gamma. Finally, the categorical data features were selected to investigate pre-
dicting value for distinctive transport behaviour. From this analysis, Virgin showed to have three distinctive
behaviours, corresponding with their three different transport processes.

Based on the analysis, a predictive model has been made with different strategies. These strategies include
techniques related to sampling, e.g. from empirical and fitted distributions, and machine learning such as a
decision tree and linear regression. The model is triggered by the AEX shipped notification, after which the
transport time is predicted and arrival time calculated. Different experiments have been run to investigate
the effects of different scenario’s. First, two strategies proved to be superior in performance compared to the
others, which are the median and decision tree. The median of transport time shows to have similar results
as the machine learning decision tree algorithm. Furthermore, taking the transport time in calendar days
(integer value) opposed to hours that are converted days (decimal value), showed insignificant changes in
performance. Also the decision to remove outliers showed increase accuracy with no effect on the results.
Lastly, the performance of the machine learning strategies increases when having addition data (LINK) avail-
able related to the transport. Overall the results show that only 38% for Virgin and 20% of RAM individual
shipments can be predicted based on the current processes and data available. However, allowing the pre-
diction horizon to cover three days results in an accuracy of about 78% for Virgin and 50% for RAM. The
performance of the strategies was indicated to be linked with the amount of variance in transport time and
the data available.

The results indicate that with the available data only a small percentage of demand in the reverse SC can
be accurately predicted. KLM E&M should improve their processes to increase prediction performance. It
is recommended that KLM E&M takes control of the return transport process and start to implement stan-
dard procedures. This would lead to more stable transport times with less variance which can be predicted
more accurately. Furthermore, data integrity and governance should be improved to use the available data
more effectively for analysis and predictions. Lastly, additional timestamps during transport would provide
better representation and analysis in the segments of the transport that lead to further improvements.It is
also recommended to further investigate the last mile transport by Bolloré between Schiphol and the LC to
reduce waste and increase stability. All in all, the case study showed that currently only a small percentage of
shipments could be accurately predicted based on transport times. To increase the transparency of demand
in the SC, the transport process and data require improvement. This could provide reasons to redesign and
invest in new technologies related to industry 4.0, such as combination internet of things and blockchain.
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Introduction

This chapter provides an introduction to the research conducted in this report. This research has been under-
taken in collaboration with the Royal Dutch Airlines (Koningklijke Luchtvaart Maatschappij, KLM) Engineer-
ing & Maintenance (KLM E&M) department. First the research context will be given, followed by a description
of the research field. The problems that the industry and company face are formulated in the problem defini-
tion from which the scope and objectives of this research are determined. Finally, the main- and sub-research
questions are stated together with the research approach and structure of this report.

1.1. Research Context

The International Air Transport Association (IATA) forecasts that the number of people travelling by air will
double to 8.2 billion passengers over the next 20 years [54]. The global fleet of 26,307 aircraft (AC) in 2018
is not able to handle this immense growth of air transport [20]. Therefore, it is also expected that the global
fleet grows annually with 3.7% on average to 37,978 AC in 2028, as shown in Figure 1.1 [20, 46]. The expected
growth in aviation will evidently result in an increase of Maintenance, Repair, and Overhaul (MRO) activities
for the aircraft [46]. The MRO business is therefore expected to rise from $77.4 billion in 2018 to $114.7 bil-
lion in 2028 [20]. Besides the expected growth of the MRO market, there is also an increase in MRO service
providers (hereafter MRO providers), resulting in increased competition in the industry [4]. MRO providers
can be divided into three categories. The first category is the Original Equipment Manufacturers (OEMs),
which provide services for products that they developed and build (e.g. Boeing. Airbus, Honeywell). The
second category is the airlines providing MRO services (e.g. KLM E&M or Lufthansa), and thirdly there are
third-party MRO providers. The increase in MRO providers requires the businesses to improve their opera-
tions and efficiency to both handle the capacity and provide competitive prices [4].
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Figure 1.1: Global aircraft fleet demand 2018-2028 [20]
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The MRO industry can be divided into the following four maintenance segments: engine maintenance, com-
ponent maintenance, airframe maintenance and line maintenance. This research will focus on component
maintenance. Aircraft on Ground (AOG) is a situation that airlines want to avoid due to the high associ-
ated costs (in missed revenues). MRO providers are responsible for preventing AOG scenarios by providing
component availability. Airlines have contracts with MRO providers to ensure serviceable components when
requested. MRO providers keep an inventory of spare parts to meet these contractual agreements and pro-
vide fast services for airlines. When a customer requests a spare component, a serviceable (SE) component is
sent from the MRO provider to the customer. The customer will replace the unserviceable (US) component
in the aircraft with a serviceable one to make the AC airworthiness again. Subsequently, the US component
is sent back to the MRO provider for repair. The component is investigated at the MRO provider to be either
repaired and added to the inventory pool or discarded. To be able to provide a high Service Level (SL) to the

airlines, MRO providers keep high inventory levels as they need to be able to quickly fulfil each request. The
processes and operations in this Supply Chain (SC) of components, to and from the customers, are complex
and have to function optimally to reduce Turnaround Times (TAT) and lower inventory levels. However, the
MRO industry is a traditional and conservative industry that is only changing its processes slowly over time
[5]. The MRO businesses face challenges as the MRO market is growing, and the rise of MRO providers are
increasing the competition amongst them [4]. The MRO businesses and industry is required to take more rad-
ical steps to improve their processes and operations by investigating and incorporating new technologies to
help increase efficiencies and reduce TAT [46]. This research will investigate a part of the MRO SC to identify
first steps required to improve the industry.

~INDUSTRY4.0-

S S

O----

C)
[ |

Om m | om 0
Bl Je& Sl BBy, .-ﬂ‘ "@Q@.

AUTOMATION  CONNECTION  CLOUD COMPUTING  |OT BIG DATA  SYSTEM INTEGRATION

Figure 1.2: Overview of some core properties of industry 4.0 [85]

Industry 4.0 is also known as the fourth industrial revolution, which is marked by Information Technologies
(IT) that help to digitise, connect and automate processes and operations, see Figure 1.2 [75]. The tech-
nologies include Internet of Things (IoT), cloud computing, blockchain, big data, data analyses and others.
These technologies revolve around data and connectivity amongst devices and machines. These devices ide-
ally communicate and transfer all kind of data and information and are also known as 'smart’ devices [107].
Different devices and systems generate (real-time) data which is transferred and communicated between
the systems. This data is used for various purposes, amongst others, predicting failures, plan maintenance,
optimisation and the coordination of operations. This massive increase of data and connectivity between
systems has vast potential as it gives insight into the ongoing processes and allows for optimisation and flex-
ibility in operation. An example might be the real-time tracking of shipments. Monitoring the conditions of
the shipment allows quick identification of disturbances, of which the effects can be mitigated or avoided
by adapting on time [17]. Industry 4.0 is a relatively new term, and research around it has mainly been the-
oretical. Research so far has been able to identify the implications and savings that these technologies can
have across the industries [103]. Businesses realise these potentials and have started to look into how these
technologies can be exploited for their operations. This research will explore where these technologies can
be implemented in the aviation MRO component SC.

1.2. Research Field

This section describes the research field for this study which is the Component Services section of the MRO
industry. The problems that are faced are described together with an overview of the company where this
research is conducted, namely KLM E&M.
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1.2.1. MRO Components Services Supply Chain

This research is conducted in the field of the MRO component services SC in aviation. The components refer
to individual parts of an aircraft that are stored in a warehouse by MRO providers. In this SC, there is a distinc-
tion between two types of flows, namely components that rotate in the SC, rotable components, and items
that leave or enter the SC [30]. Items that leave or enter the SC are consumables (e.g. bolts), expendables
(e.g. lubrication), and components that are discarded because they have reached end of life or are beyond
economical repair. However, the main products in the SC are the rotable (repairable) components that stay
in the SC. Rotable components are aircraft components that have to be checked and certified again after a
failure or after a specific time period (flight hours or cycles). Aircraft parts such as wings or engines are made
up of different individual components which have to be checked regularly. Examples of rotable components
range from wheels and brakes to heat-exchangers and toilets, see Figure 1.3 for more examples. The MRO
component SC includes every process from the moment a request is submitted to the moment the compo-
nent is repaired and added to the component pool, see Figure 1.4. The supply chain starts when the customer
requests a serviceable (SE) component from the MRO provider for a component.The MRO provider sends a
SE component while the customer returns the US component. The MRO provider inspects the US compo-
nent and determines the actions required to make it SE again. When these actions have been determined, it
is sent to the repair shop. Once returned and repaired, the component is inspected and certified before being
added back in the component pool in the warehouse.

Figure 1.3: Example of aircraft components handled by KLM E&M Component Services. From left to right: pilot seat, wheel rim and an
engine starter

Service levels (SL) are determined by the percentage of the times a component is available at the moment of
request. MRO providers aim to achieve levels above 90%. SL are influenced by two key factors; inventory level
and Turn Around Time (TAT). A high SL can be achieved by having a very large inventory which is expensive,
or by having a smaller inventory and fast repair times as the component pool will be replenished quickly. An
essential factor in achieving low TAT is the planning and coordination of activities. If the demand is known
beforehand, planning and operations can be adjusted to accommodate the respective load, which results
in an increase in efficiency in the SC [72]. Therefore, accurate forecasting of the demand is an important
factor in reducing inventory levels and increasing the efficiencies in operations. This research will look into
technologies and concepts, related to industry 4.0, that can be used to improve the predictability of demand
in the component services SC. Predictive demand can lead to improved planning and coordination of the
SC resulting in various benefits, such as reduces TAT and thus lower inventories or increased adaptability
to disruptions. This research will look into multiple ways in which data and information can be used to
provide a more accurate prediction of demand. The literature around industry 4.0 and its technologies will
be combined with a case study to investigate and test the theories. The case study is carried out at KLM E&M
in their Component Services department.

1.2.2. KLM E&M Component Services

In 2004 Air France and KLM merged and continued as Air France-KLM. Air France-KLM has three core busi-
nesses, namely Passenger Services, Cargo, and Engineering & Maintenance (E&M). Air France Industries-
KLM Engineering & Maintenance (AFI-KLM E&M) is the technical division of Air France-KLM. AFI-KLM E&M
provides MRO services for both their aircraft fleet as to the open market. The objective of this division is
to ensure the airworthiness of the Air France and KLM fleet under competitive position and to consolidate
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Figure 1.4: Overview of the MRO component supply chain

their position as a leading MRO service provider in the market. Currently it is the second largest global multi-
product MRO service provider [2]. This research is done in collaboration with the KLM E&M department.
The KLM E&M department is organised in three divisions that provides MRO services to different aircraft
parts, these divisions are airframe maintenance, engine services, and component services. The only differ-
ence between engine and components is the components they handle, which are from different parts of the
aircraft. Airframe maintenance performs MRO services to the entire aircraft that include line maintenance
(e.g. replacing small machines in between flights), light/heavy maintenance (e.g. A- or C-check) and modifi-
cations/overhauls (e.g. refitting of the interior). Engine services performs MRO services to everything related
to the aircraft engines. Component Services (CS) perform MRO services for every other aircraft component,
which are not part of the airframe or engine, such as avionics, mechanical and hydraulic components, see
Figure 1.3. This research is conducted in the component services subdivision of KLM E&M, see Figure 1.5.
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Figure 1.5: Organisational chart of Air France - KLM

Component Services

The CS department within KLM E&M has two main tasks, provide component availability to customers and
repair the unserviceable components. These two tasks are interlinked as mentioned before. Components
are stored in a component pool in a warehouse from which components are sent to customers upon request.
Unserviceable components are sent back and once repaired are added back to the component pool, ready for
service. Therefore the faster the repair times, the lower the inventory levels of components need to be. The
described SC can be regarded as a closed loop SC with some exceptions such as expendables or consumables
as mentioned earlier, see Figure 1.4. Aside from the closed loop SC, CS also provides direct component repair
services to customers under a so-called Time & Material contract. In this contract, a SE component is not
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sent to the customer directly. Instead, the US component is sent from the customer to CS, where it will be
repaired and sent back to the customer once serviceable. In this case, the customer only pays for the material
and time spent on the repair.

As mentioned, the market is expected to grow substantially and KLM E&M is also growing substantially with
it in the volume of components handled. Besides this growth, there is a trend of increasing competition
in the MRO industry through increased market players like Original Equipment Manufacturers (OEMs) and
aircraft manufacturers trying to gain MRO market share for their products and increased demands [4, 34].
To accommodate this growth and stay competitive, KLM initiated a project called Component Service 2.0
(CS 2.0). The objective of CS 2.0 project is to improve and optimise current operations and processes by
removing waste and introducing new technologies and automated systems. Part of the project is to move
the three facilities currently used by CS. These facilities are two repair shops, one for avionics and hydraulic
components (building 425, shop MRO), one for mechanical components (hangar 14, shop hub) and lastly
the logistics centre (see Figure 1.6). These three facilities are going to move into one facility, hangar 14. The
CS 2.0 project has the opportunity to take a more radical approach for improvements by a redesign of the
operations and processes instead of small incremental improvements. This offers an unique opportunity
for this research to look in the processes and operations to identify and introduce industry 4.0 concepts for
digitisation and automation in the SC.

- HANGAR 14 - HUB
e . &.400m* Warehouse (Bay 3)
25.300m* Ground floor
10.300m? Secand floor
1.500m" Offices

GEBOUW 425 - MRO ™
L 11.500m° Warkshops
2.600m” Offices

GEBOUW 440 - LC
B.B0Dm® Warehouse
1.500m’ Offices

Figure 1.6: Overview of CS facilities and the CS 2.0 project

1.3. Problem Definition

The MRO industry faces several challenges [128]. A common challenge in the industry is the volatile and
unknown demand pattern of components which have been marked as erratic and lumpy [2 ]. Due to the
nature of the industry it is very hard to predict failures. There are many components in an aircraft which
have all their own specific failure patterns. All the different components and varying circumstances results in
difficulties in predict failures and thus results in an erratic and lumpy demand pattern regarding maintenance
and components requests. This results in the industry being inherently resistant against forecasting models
which make it hard to plan and control in the SC [35]. The variability in demand quantity and time results in
all kind of problems and inefficiencies in the SC. Some examples are:

* High variance in demand leads to difficulties in the planning and scheduling of resources and jobs

¢ Demand variability leads to moments where the scheduled employees have either too much demand
to handle, creating waiting times, or too much capacity resulting in inefficient use of resources

¢ Unpredictable demand leads to MRO providers keeping a large inventory to provide high SL

This uncertainty of demand together with the significant increase of the aviation industry and the compe-
tition results in higher pressure on MRO providers. The technologies currently used in their processes and
operations are somewhat outdated, resulting in many manual and sub-optimal processes which do not reach
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its full potential. The increase in pressure therefore might also result in more errors being made which con-
cern the flight safety [? |. The question then arises whether the MRO industry is prepared and ready to handle
the expected growth in components or that processes and operations need to be adjusted or redesigned.

KLM E&M, as a market leader, is no exception to the challenges mentioned above. The component flow
within KLM E&M CS is expected to grow with 100% over the next five years. The current way of operations is
underperforming in areas such as the TAT, which is often not met and has a high variance. This leads to lower
component availability and dissatisfied customers, which requires KLM E&M to invest in additional stock to
meet a certain SL.

All in all, the uncertainty in demand leads to inefficiencies in planning, decision making and coordination
of operations. In this market where there is volatile demand, the control strategies incorporated should be
equipped to deal effectively with the fluctuating load. However, the current operations in the industry and at
KLM E&M do not have control strategies to deal with this. The strategies used are mostly reactive strategies
that do no adapt to the fluctuating demand. Therefore the existing business strategies, processes and opera-
tions need to be investigated and redesigned to increase performance and be able to handle the anticipated
growth of components and competition in the market.

1.4. Research Objectives & Scope

This research is aimed at improving the component SC by investigating which (new) technologies could be
used to handle the growth in component flow efficiently and effectively. The objective of this research is
to increase the transparency of the demand load at various stages of the SC. Insight to information about
expected demand can lead to improved control and coordination in the SC by adapting new strategies to
match capacity to demand load. As there is currently no forecasting in the SC, this research will focus on
analysing and utilising the available data for a predictive demand model. The predictive demand model
will be based on the analyses of transport times between different area’s of the SC. This predictive demand
model, unlike other forecasting models, is based on triggers in the SC and thus is linked to physical triggers,
therefore leaving the only uncertainty in arrival time as opposed to quantity. Based on the outcome of the
predictive model, different control strategies can be used to handle the demand efficiently. This research will
investigate different methods for the predictive model and evaluate the accuracies. These different methods
are related to the information that is provided by the analyses of raw data in the SC. The research objective
can be formulated as follows:

Investigate ways in which the transparency of demand in the reverse SC could be increased in
order to improve aspects such as the planning, control and coordination of operations.

The implications that improved forecasting can have on the SC are huge. With an accurate prediction of the
demand, the handling capacity could be matched to the demand. This will increase the planning and effi-
ciency of the employees in the SC. Furthermore, it will mitigation the effects of high demand peaks through
the SC by increasing capacity on time to handle the demand. This will lead to an overall reduction in waiting
times of components and ultimately result in lower TATs and inventory levels. All in all, the use of informa-
tion generated and analysed by industry 4.0 technologies should lead to improved transparency and accurate
forecasting models which provide benefits to the system. These benefits are in areas such as planning, con-
trol, coordination, efficiency and flexibility.

The following area’s, see Figure 1.7, have been identified in which big data and data analysis could lead to
improved methods and strategies to handle the fluctuating demand and increase efficiencies in the SC. From
the data a predictive demand model can be created that incorporate multiple aspects and are derived from
actual working environment. One area for improvement is to increase the failures/demand request of SE
components by making a hybrid model based on time series and conditions for each component. However,
this project relies on external factors, monitoring equipment and conditions, and it is most of the time out-
side the control of the MRO provider. Another project where the MRO provider does have a grip on and
therefore should be predictable is the demand at different stages of the SC. When a component is requested,
a forward flow of the serviceable component is sent to the customer and a reverse flow of the unserviceable
component is returned from customer to MRO provider. The US return flow is in reach of the MRO provider
and therefore should be predictable. Therefore, to improve the predictable demand of the the components
in different stages of the return flow, the transport times are analysed. From this analysis, a model/forecast
for predictive demand is made based on transport times distribution and time of shipments. Based on this
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method the demand will be known at different stages of the return, or reverse, SC and the resources can be
planned with more flexibility and adaptiveness to the expected demand load. If successfully, this allows an
adaptive/reactive control strategy in the SC to handles the fluctuations in a more efficient way. The last iden-
tified project was to improve the planning and workscope of jobs at repair shops based on expected demand
and on analyses of repair reports/jobs. Knowing when an US component should arrive at a repair job and the
statistical percentage of failures allows the repair shop to plan their capacity, material and work scope more
efficiently, leading to faster repair times.

The scope of this research is focused on analysing the transport time data to see whether a predictive demand
model could be made for different stages of the SC. This will be tested with a proof of concept on one spe-
cific part of the SC. However, the results will be applicable to the whole SC as it depends on data regarding
transport time. The part investigated will be the first part of the reverse SC, namely the return US flow from
customer to the Amsterdam logistical centre of KLM E&M.

Forecasting model based on transport times
Planning capacity based on forecasting model
Decision making internal/external repair

us .

=

Planning of resources
Improved work scoping
Improved troubleshooting
Prioritisation repairs

&

. Repair shop .
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Figure 1.7: Overview of research areas to increase the predictiveness of demand at different area’s of the MRO SC

1.5. Research Questions
The main research question for this research can be formulated as following:

To what extent can the demand of components be predicted in the reverse SC based on the avail-
able data from a transport perspective.

The main research question will be answered by looking into and answering the following sub questions:

. How is the aviation MRO SC described in literature?

. Which technologies and concepts related to industry 4.0 can help to improve control of the SC?

. Which (short term) forecasting techniques have been described in literature for the MRO industry?
What is the current state of the SC at KLM E&M CS?

Which data systems hold valuable information about the transport of components?

. What is the demand behaviour for the Amsterdam logistics centre?

N o O W N R

. How does the transport behaviour of components look like per customer?
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8. How can the data insight be used for a predictive demand model and with which accuracies?
9. What are the results for a machine learning algorithm on the data and prediction accuracies?

10. What improvements can be made to increase the predictiveness of demand?

1.6. Research Approach and Report Structure

For this research, a case study methodology of Dul en Hak is used [32]. The case study approach can be used
in situations where the topic is broad, complex and theory is limited. This is indeed the case with the MRO
component SC as there are many different components which have different processes. It deals with different
processes and is dependent on multiple parties. The aim of this research is to contribute both to the theory
and practice by a case study, to which the approach is well suited. In the proposed approach the first choice
is between theory-oriented and practice-oriented research. With theory-oriented research, the objective is
to contribute to theory development which can be used for practice in general. Practice-oriented research
on the other side is research with the objective to contribute to the knowledge of practitioners [32]. This
research will be theory-oriented in which the theory revolves around the use of data and information about
transport behaviour to achieve more accurate forecasts. The next choice is between theory building or theory
testing research. This research will be a theory building research, where new propositions will be drawn from
measurements and observations in the case study.

This research will supplement the theory building approach by following the define, measure, analyse, de-
sign and evaluate methodology of Dr. Beelaerts van Blokland (see Figure 1.8). The first part of the research
is the define phase where the research context, objectives, scope, questions, etc. are defined, which is done
in Chapter 1. The project description and formulation is followed by a literature review in related concepts
and theories such as industry 4.0, the MRO industry, forecasting methods and process improvement theo-
ries, which is done in Chapter 2 and 3. The define phase is followed by the measurement phase in Chapter 4,
which will look at the current processes and state of KLM CS SC and the available data sources. The measure-
ments include investigating and understanding of the current processes and methods used for forecasting,
controlling and planning the SC. The resulting data from the transport times of components will then be
analysed in Chapter 5 to provide insight in the transport behaviour. The information and insight of the data
analyses together with the information from the literature study will be used in the design phase to build
the predictive demand model based on multiple methods. The building of the predictive model is reported
in Chapter 6. Chapter 7 continues with the evaluation and discussion of the model based on the results of
the tests regarding the different strategies. Finally, Chapter 8 complete the research with the conclusion and
recommendations.

1.7. Scientific Gap

This research aims to contribute to the scientific community. The objective is to improve the transparency
in demand of the MRO reverse SC by a predictive model based on data analysis. Forecasting demand in the
MRO industry has received a lot of attention, especially from business, due to the impact on the availability of
components. However, these forecasts have focused on the forward SC of spare aircraft part requests [7, 13,
35]. Studies have adapted, tested and evaluated different forecasting methods for the intermittent, erratic, or
lumpy demand behaviour of aircraft spare parts to determine the best fit [6, 65, 98, 105, 120, 140]. Most studies
have focused on time-series based forecasts, however, an increasing number of condition-based forecasts
have been investigated and evaluated [45, 72, 118]. The focus on the forward logistics forecast for spare parts
has led to a neglect in the reverse or closed-loop SC of the MRO industry [21]. This neglect results in a lack
of tested methods to predict the demand in the reverse flow leading to sub-optimal decision making in the
operations of the MRO provider.

Planning and management is an important aspect of SC Management (SCM). Improving SC transparency im-
proves the aspect of planning and coordination within SCM. The lack of transparency in the reverse logistics
of the MRO SC leads to problems with planning resources, coordination and efficiency. The uncertainty of
component demand at various stages of the SC leads to capacity planning issues which is one of the most im-
portant problems in the MRO industry according to experts [29]. Due to the sporadic and fluctuating demand
in the SC and the absence of adequate forecasting techniques, capacity planning is difficult and commonly,
therefore a reactive control strategy is in place. An actively predictive control strategy has been identified to
be the most suitable control strategy for critical, low-value components that have erratic demand patterns,
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which has been tested for one specific component [68]. The used demand forecast for the research was based
on an analysis of historic demand rates while taking into account the growth rate on a monthly basis.

A literature review of reverse and closed loop SC has identified the gaps in literature [37, 119]. This literature
review pointed out a lack of research regarding uncertainty issues in the return flow. The lack of information
regarding the expected return quantities and arrival of products results in difficulties in efficient and opti-
mised planning and operations. Only a few papers have discussed and analysed forecasting parameters for
the return flow of products, but have mostly been on a conceptual level [37]. There have been some studies
that have identified RFID to be able to provide this insight and transparency in the return flow of products
to improve efficiencies in operation [73]. However, this requires the implementation of RFID technologies
across all the stakeholders, which can be difficult [56, 80, 134]. While some companies are in the transition
to implement RFID or cannot afford the implementation, a different strategy is investigated to deal with this
scenario before escalating to new technologies to improve transparency.

This research will contribute to the community by investigating and evaluating a new approach of forecasting
the reverse flow of the MRO industry to increase transparency. This research will partly fill the research gap
by investigating the potential of a predictive model for the reverse flow based on the analysis of transporta-
tion times of components and triggers in the reverse SC. This research will investigate the value that available
data holds in forecasting the return flow of products on a short-term basis. This method has received little
attention in research and has not been investigated for MRO industry. However, similar aspects have been
investigated for other industries and applications. Jisha et al. (2017) proposes new system based on IoT and
big data that predicts the arrival time of a bus at different bus stops based on big data and real-time data
about the bus [57]. Other researches have focused on prediction arrival times of public transport network,
such as busses and subways, to optimise flows and planning strategies [71, 123, 144]. Only one research has
been found with a similar approach to forecasting in the aviation industry. Kim (2016) did research in vari-
ous methodologies to provide short-term forecasting of flight arrival times at Denver airport based on data
analysis [63]. However, there seems to be no research in the MRO industry about the predictability of the
reverse flow of components. The reverse flow of component is different from the research of Kim (2016) as
it is dependent on multiple agents and handovers during the transport, instead of only one aircraft, between
shipped and destination location. This research will continue to research this gap in literature by investigate
new potential to increase SC visibility to improve planning and coordination based on data. For this research
a prediction model will be build and evaluated for the MRO industry to predict component demand at various
stages of the SC based on the transport times of shipments. Different methods will be evaluated for forecast-
ing, which will be tested and evaluated to determine the accuracy. This model will evaluate different methods
to determine if it holds any predictive value and could be used for improved planning and coordination.
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Literature Overview

This chapter provides a literature overview of various relevant topics for this research. First, previous re-
search conducted at KLM E&M CS will be reviewed to assess what has already been researched and where the
research gaps lay. This is continued by a literature overview of the MRO industry. Subsequently the related
industry 4.0 technologies that have the potential to increase the transparency regarding the demand will be
discussed. The databases consulted for the literature review are from online libraries such as Google Scholar,
IEEE Xplore Digital Library, ScienceDirect and Elsevier. Furthermore, internal KLM databases are consulted
for related research papers and information sources.

2.1. Previous Research KLM E&M CS

The aviation MRO industry is a conventional industry which has been subject to many types of research for
improvement and innovations. Within KLM E&M CS, there have been various researches conducted in how
the supply chain can be improved. These researches have in common that the new designs for improvements
are based on technologies that are related to industry 4.0, such as increasing level of digitisation and automa-
tion. This section will give an overview of the areas and research that has been conducted to identify the areas
where research is missing.

To start of, research has been conducted at a repair shop level within the component services supply chain.
Welsenes (2017) did research that was focused on reducing the TAT of repairs by analysing the constraints
and applying new control methods [136]. His analyses identified the root cause of two constraints leading to
high TAT, which is the inefficient planning and control of workforce capacity over time. KLM E&M CS only
applies reactive planning and control strategies, which is leading to the inefficient utilisation of their capacity
(human resources) over time. The research concluded with the recommendation to invest in more sophis-
ticated planning and control strategies to plan capacity, resulting in lower TAT and inventory. Van Rijssel
(2016) built a framework to find flow improvements measure to reduce the TAT for aircraft components MRO
processes [99]. Using the framework, Lean Six Sigma theory, and a simulation model, the TAT improvement
within the repair shop could be decreased by ten days on average. However, this would require an increase in
the number of technicians.

Other research has focused on the in-house handling and transport systems of the component services sup-
ply chain. Cornelisse (2018) researched the highly variable inflow of components, which resulted in highly
variable demand or resources [21]. The system in place was not able to handle the expected growth and re-
quired improvements regarding both speed and capacity. Based on the analysis, a redesign of the logistic
handling area of incoming components was suggested which would reduce the variation of handling times.
By separation of the physical and administrative processes and automation of the handling operations, the
TAT was reduced while performance increased. The redesign consists of an automatic handling area when
components arrive in the logistics centre. This automated handling area inspects and sorts the incoming
components, increasing speed and capacity of the components. Hogenboom (2019) supplemented this re-
search by additionally looking into various strategies for in-house transportation [49]. His study looked into
different approaches to increase the efficiency of in-house transportation and accommodate the expected
increase of components in the future. The proposed scenario’s range from configurations with completely
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manual transport to fully automated guided vehicles. The minimum number of vehicles in each scenario to
accommodate the expected growth was determined by simulations.

Beside research that has looked into (re)design solutions to improve the component services supply chain,
there have also been studies related to effects of implementing different strategies. These studies look at
different control and decision-making strategies from a service level perspective. Lemsom (2017) proposed a
framework of control strategies for an integrated component supply chain based on relevant literature [68].
Her research concluded that active predictive control is best suited for the component services supply chain
based on a case study to a particular component type instead of the currently applied reactive control. Spaan
(2018) did similar research and investigated two approaches in which the current demand pattern can be
controlled [117]. The study examined two strategies to deal with the erratic/lumpy demand of components in
the supply chain. The first approach was related to the determination of the number of Full-time Equivalents
(FTE’s) to handle the variation in demand with regard to the promised service levels. The second approach
was related to a decision-making model that, based on the information, made the decision to either repair
components in-house or outsource the work. The decision was based on the current demand load of the
supply chain, availability of resources and promised services levels or TAT of components.

Many problems in the supply chain are caused by the unpredictable demand behaviour of components in
the MRO industry. The demand behaviour results in difficulties in the utilisation of resources when required
[68, 117, 136]. The resources are challenging to plan according to the demand as the uncertainty in demand
is too high. This results in higher variation in TAT and thus higher inventory levels to ensure a certain ser-
vice level for customers. The mentioned researches have investigated different methods that deal with the
consequences of the erratic demand. They have focused on reducing the TAT and increasing the stability of
components in the supply chain to reduce inventory levels while maintaining the same service level. This re-
search will focus on the root cause of the problems and look into increasing the predictability of the demand
in the supply chain. This would allow for better control and planning of the supply chain, which will improve
the performance. Predictive demand connects to the other researches by providing valuable input about the
demand on which different control and planning strategies could be applied. Furthermore, it provides the
basis for an integrated supply chain by providing information which can be communicated and coordinated
in the rest of the supply chain.

2.2. MRO Industry

This section provides an introduction to the activities and operations in the MRO industry for those who are
not familiar with it.

2.2.1. Introduction

The MRO industry in aviation is concerned with all the actions that have the objective of retaining or restoring
an item in or to an airworthiness state in which it can perform its required function and includes a combina-
tion of all technical, administrative, managerial and supervision activities [133]. MRO processes are complex
as they have to abide by strict and precise requirements defined by authorities to guarantee the airworthi-
ness of aircraft and ensure the safety of passengers and aircrew [133]. The MRO activities are necessary costs
regarding the availability of aircraft and represent about 10-15 % of the airline’s operational cost [3, 53]. Air-
lines initially conducted their maintenance in-house; however, due to the increasing competitive pressures,
they started focusing on their core business and outsourcing others like maintenance [76]. Furthermore,
maintenance is labour intensive and requires an investment in a vast amount of capabilities and resources.
Therefore investing in maintenance capabilities is quite expensive and outsourcing these activities are par-
ticularly beneficial with start-up and low-cost airlines [76]. MRO service providers have grown over the years
to a viable segment in the aviation industry due to increasing demand in outsourcing and the increase in air
traffic, see Figure 2.1 [55, 76].

Within MRO, there is a distinction between scheduled and unscheduled maintenance. Scheduled mainte-
nance is a preventive activity to ensure that the product, in this case an aircraft (component), keeps func-
tioning properly and prevents downtime [29]. Maintenance is planned based on the most critical criteria
depending on Flight Hours (FH) for fatigue in general, the number of take-off or landings cycles (where iner-
tial load peaks occur), or time (ageing) [15]. These maintenance intervals are set by the aircraft manufacturer
and are agreed upon with aviation authorities and OEM. Within aviation, there is various types of scheduled
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Figure 2.1: Overview of worldwide air passenger transport over the years [55]

maintenance: transit/line, A-, B-, C- and D-check [133]. The different type of maintenance activities include
routine and detailed inspections and happen in different intervals related to different depth of inspections to
the aircraft. A distinction here can be made between line maintenance and base maintenance. Line mainte-
nance takes a short amount of time and can be performed while the aircraft is on the airport platform. Base
maintenance (A-, B-, C- and D-checks) on the other hand, takes more time and have to be performed at a
hangar base with dedicated teams, equipment and tools. During the base maintenance checks, the entire
aircraft is inspected where components or parts are replaced, repaired, or overhauled if required. In general
the larger, more detailed, checks include the activities of the lower checks and adds a new layer of detail and
activities to it. In other words, a C-check includes all the activities of a B-check and has additional checks
and level of detail. A description of the characteristics of the mentioned maintenance checks is given below
[15, 64, 133]:

¢ Line maintenance: this type of maintenance concerns with small check and/or replacement activities
that can be performed on the line of the aircraft (e.g. between flights or during stopover). These activ-
ities include visual inspections of all the major systems and moving parts such as the landing gear and
engine. The line maintenance activities do not take long and can be performed on the line.

¢ A-check: is the lightest of the checks and involves the visual inspection and servicing of all the ma-
jor systems of the aircraft such as engines, landing gear, control surfaces, built-in tests, internal and
external structure. This type of check is generally performed in intervals of about two months or 600
FH.

* B-check: is a light check that includes a more thorough inspection plus possible lubrication of moving
parts such as the engines, structural elements and wings. This type of check is generally performed in
intervals of about 1000-2000 FH.

e C-check: is considered as a heavy check and includes a detailed and thorough inspection of all the
aircraft’s individual systems, mechanical systems, cabin equipment and avionic instruments. These
checks often include also non-destructive testing of structural components. The C-check is carried out
in intervals of 24-18 months relating to the age of the aircraft. The intervals for the first 25 years or
20.000 cycles is 24 months after which the interval is reduced to 18 months. C-checks normally take
between 1-2 weeks.

¢ D-check: is the heaviest maintenance operation that can be carried out on an aircraft and can be gener-
ally regarded as an overhaul. The aircraft will be completely disassembled and inspected/overhauled.
The external and internal structure will be inspected in detail. The cabin will be refurbished and the
aircraft will receive a new paint job. D-checks are generally performed once every 8-10 years depending
on the aircraft and can take up to 60 days to complete.



14 2. Literature Overview

Beside the scheduled maintenance, there is also unscheduled maintenance, which happens when a (critical)
component fails. These unscheduled maintenance activities can occur in general due to three reasons [133,
147]:

1. pilot (or the AC systems log) has reported a system malfunction or discrepancy in the aircraft which has
to be looked at immediately

2. unexpected damages caused to the structure of the aircraft such as accidents by ground service equip-
ment or bird/lightning strikes

3. Unexpected maintenance activities that are discovered during the scheduled inspection activities

Unplanned maintenance can be a big part of maintenance time as it can take about 50% of the aircraft main-
tenance work [29]. The unplanned maintenance work depends on the availability of different aspects, which
are the material, the equipment or tooling, the manpower and the method. If any of these aspects is missing,
the maintenance activities cannot be completed and the aircraft is nonoperational. In these cases, an Aircraft
on Ground (AOG) scenario might be caused where the aircraft is grounded until the component/aircraft is air-
worthiness again. These AOG cases result in high losses for airlines and are therefore crucial to be minimised
by fast service of MRO providers. To achieve this objective, there is an inventory of (spare) components in
order to provide quick replacement of unserviceable components with SE ones in the case of unscheduled
maintenance [128]. In these AOG cases, the unserviceable (US) component is removed from the aircraft and
replaced by a serviceable (SE) component. Components that can easily be replaced on the line by ready for
use components are called line replaceable units and generally take less time, tools, and skills for replacement
[31]. At the exchange, the removed US component is sent to repair shops in order to be repaired and certified
for service. This strategy results in a demand for serviceable components and supply of unserviceable com-
ponents. This strategy results in a partly closed loop supply chain where components are staying and going
around in the supply chain [31, 128]. The inventory of components owned by the MRO provider can be split
into three categories:

¢ Components that are currently in use in aircraft
* Components that are unserviceable and need to be or are being repaired

¢ Components that are serviceable and available in the component pool for use

To minimise the time of AOG scenarios and maintenance activities, airlines have contracts with MRO provider
which include a minimum Service Level (SL) that represent the availability of components when requested.
A SL is a value that represents the probability that a serviceable component is available upon request. To
provide a high SL MRO providers have to calculate the required amount of spare components which is de-
pended on the size of the fleet that needs to be serviced and the Turnaround Time (TAT) for repairs of the
US components. Each MRO provider then purchases the right amount of components for their inventory to
meet certain SL. This inventory can be quite expensive as there are many different components in an aircraft
and each component has high costs. Various research has been conducted into increasing component avail-
ability and minimising costs. One method to reduce inventory costs but maintain high service levels is by the
collaboration of different MRO providers in a joint component pool [60, 62]. These pooling strategies help
to lower inventory costs by sharing components and resources which is beneficial due to the scalability, the
bigger the pool the lower the effects of fluctuations and rounding (e.g. if 2.5 components are required, you
will need to purchase 3 to assure that particular SL) [133]. The level of cooperation can vary between ad-hoc
cooperation to relatively tight cooperation [112].

MRO providers have the task to provide all the services to ensure that the aircraft have the resources available
to minimise downtime. Therefore, MRO providers have various tasks related to the control and coordination
of all the activities and operations that are required for optimal operation. This section will further provide an
overview of the supply chain and the stakeholders involved. The next section subsequently provides deeper
insight in the activities regarding the control and coordination of the MRO supply chain.
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Figure 2.2: Overview of the components supply chain in the MRO industry

2.2.2. MRO Supply Chain Overview
The MRO industry has many components in its inventory to assure components availability and achieve
a high SL. The components are expensive and therefore, being repaired when they are unserviceable. As
mentioned earlier, this creates a Closed Loop Supply Chain (CLSC) as the components will rotate around and
be reused once repaired [128]. The supply chain can be described pictured as in Figure 2.2. The SC can be
split into three key area’s and stakeholders:

¢ Airlines/Customer who request SE parts and return US parts

e The MRO provider or LC where SE components are stored and where following steps for US compo-
nents are determined

¢ Repair shops where the US components are repaired and certified

The three key parts are connected through third party logistic (3PL) providers who transport the components
from one entity to the next. From Figure 2.2 different streams can be identified. Between 1 and 2 is the
forward logistics of a SE components which are sent from the warehouse of the MRO provider upon request
of the airlines. The US component will then be replaced by the SE component in the aircraft. The removed
US part is subsequently sent back to the MRO provider between 3 and 4. At the logistics centre of the MRO
provider, the US part is inspected, and a Repair Order (RO) created. When the RO is created for the US part,
it is shipped to the repair shop from 5 to 6. This step can potentially be skipped if on forehand the repair is
known. In this case, the US component can directly be sent from the airline to the repair shop, thus from 3 to
6, which saves times and costs. Once the US component is repaired and certified for service, it is sent back to
the logistics centre of the MRO provider. The logistics centre then checks the repair and necessary documents
before adding it back in the warehouse for serviceable components.

Reverse Logistics and Closed Loop Supply Chains

The CLSC for components has some exceptions in which parts leave or enter the CLSC, see Figure 2.3. First,
there are consumables and expendables, like bolts or lubricants, which are used for repairs and thus are not
rotated but need to be bought and entered in the SC [30]. The other exception is components that have
reached an end-of-life status or are beyond economical repair status. Instead of being repaired, these com-
ponents are scrapped and new components are entered in the SC. The described CLSC has different char-
acteristics than 'normal’ (forward) supply chains. The CLSC have additional activities such as managing the
return logistics, testing and repairing the returned products, and scrapping unusable products [39]. In this
supply chain, there is the rotating of components which are continuously being repaired again and serviced.
Therefore there needs to be an integrated approach to optimise the SC, see Figure 2.4 [127]. The optimisation
of the inventory level and operations require therefore to take into account aspects such as TAT of compo-
nents, repair costs, planning materials, repair scheduling, and transport times [128]. When a component is
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Figure 2.3: Overview of the closed loop supply chain for the aviation MRO [21]

requested, an US component is returned which is to be repaired. This gives a different kind of dynamic to the
SCinstead of the traditional forward supply chain [37]. The CLSC has to take a holistic or integrated approach
for their operations [127, 128].
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Figure 2.4: Holistic approach to tactical and operational decisions in the MRO industry [127]
2.2.3. Stakeholders

The MRO industry has to deal with very strict regulations and requirements [76]. Due to the strict require-
ments, there are only a few suppliers qualified and authorised to provide parts and services in the MRO indus-
try. This limitation lead to a small group of suppliers in the MRO industry resulting in a lack of negotiation
positions. Figure 2.5 shows an overview of essential stakeholders in the MRO industry and their relation-
ship. Essentially there are a few key stakeholders in the MRO aviation industry: sub-tier suppliers, Origi-
nal Equipment Manufacturers (OEMs), Original Aircraft Manufacturers (OAMs), customers and MRO repair
shops [133]. The sub-tier suppliers and OEMs produce parts/components of an aircraft which are either re-
quested for spare parts (by MRO providers, airlines), production (by OAM), or for repairs (by MRO providers
and airlines). An OAM purchases approximately parts from 50 system suppliers to integrate them into an air-
craft for delivery [133]. When a serviceable component is requested by an airline for replacement, it depends
on the MRO service provider which path is taken and how the US component is repaired. There are different
kind of MRO service providers and they can be subdivided into the following three categories [133]:
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Figure 2.5: Simplified overview of service flow and relationship between key stakeholders in the MRO industry [133]

* OEM/OAM - these are the OEM of the aircraft components and the OAM which offer MRO services for
their own type of components and aircraft

¢ Airline in house MRO services - these are airlines who invested in capabilities for their fleet of aircraft
but also commercially offer these MRO services to other aircraft/airlines

¢ Third party independent MRO services - these are independent businesses that provide similar MRO
activities but are not affiliated with an airline or OEM

Other stakeholders that are involved but are not included in Figure 2.5 are authority institutions like the
Federal Aviation Administration (FAA) or customs authorities, aviation associations like the International Air
Transport Association (IATA), 3PL providers for the transport within the supply chain and of course the cus-
tomers. The relationship between the stakeholders will be more clear by taking a closer look at the MRO
supply chain in the next subsection.

2.2.4. Service Levels

Service Levels (SL) represent the availability level of components upon request by customers[127]. SL agree-
ments are made between the customers and MRO airlines concerning the availability of components. The
definition and determination of the SL will be described, which will show the important factors in the MRO
industry. The SL is represented by a percentage that indicates the probability that a component is available
when requested. For example, the SL that is mainly being used or aimed for is 90-95%. This means that in
95% of the request, the MRO provider has an available (SE) component ready to be delivered to the customer.
The equation for the SL describes the relationship between the SL, the stock and the TAT. The equation can be
used to compare results and measure the influence of variables on the SL. The following variables influence
the SL and therefore have to be taken into account[21]:

¢ Total number of contracted aircraft
e Flight Hours (FH) in the pool, total flight hours of all the customers
¢ Quantity of units per aircraft (QPA), amount of components in the same AC

¢ Mean Time Between Removal (MTBR) of the component is the average number of hours after which
the component is removed from the AC

¢ End to end TAT of the component in the supply chain, total time a component spent in the SC from the
moment of removal until being SE and added to the stock

¢ Units of components in stock

The SL can be calculated based on the mentioned variables. The SL can be calculated as the probability
that there is at least on item in stock to satisfy the request. Equivalently this can be rewritten to the chance
that the request demand is at most x — 1, where x represents the number of components in stock before it is
replenished again (within the TAT). Therefore the SL can be calculated as follows [102]:

x=1 —A/lx—l
SLx )=y, 2.1
k=0 k.
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with,
X = units in stock

A =number in pipeline = TAT (days) * number of expected removals = TAT EHxQPA

MTBR

2.3. Control and Coordination of the MRO SC

The MRO business has to deal with several tasks and decisions to ensure the correct operation of the MRO
supply chain regarding the services provided to the customer. These aspects range from the choice of which
components should be included in their services to the control and management of the supply and repair
shops for inventory control. Figure 2.6 shows an overview of a framework for the planning and control for
maintenance spare parts, which is applicable for the MRO industry [31]. SCM concerns itself with managing
these aspects of the SC to ensure the correct functioning and reaching the goal. The goal of the MRO industry
SC is to provide high service levels of a component to airlines while minimising the costs. This translates
into minimising inventory, minimising TAT times and maximising efficiency and productivity. Forecasting
provides valuable information upon which decision can be formed regarding the SCM [127]. Therefore, fore-
casting model can have beneficial effects throughout the supply chain. Within SCM there are various pro-
cesses and decision which have to be managed. The recurring aspects that are important for the control and
coordination of the supply chain are elaborated in this subsection.
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Figure 2.6: Framework overview for the control and planning of maintenance spare parts [31]

2.3.1. Assortment Management

Assortment management is concerned with the decision of which components to include in the services
of a MRO provider. This decision lies with the MRO provider and is usually taken when a new system is
procured. There are various considerations to be made before including the service of components in the
assortment. The decision to include a component for service can be independent of the decision to stock
the component, however, it is taken into account. If a component is added to the assortment of the MRO
provider, there is a chance that the part will have a low utilisation percentage [30]. This results in inefficiency
and unnecessary costs regarding the time spent on collecting information on the component (e.g. suppliers,
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contracts, lead times). Therefore it might not always be beneficial to include components in the assortment
of the MRO to create extensive capabilities. On the other side if a part is not included, there is the chance
that when the part fails, the associated costs will be much higher or the business will be taken elsewhere.
Reasons for the higher costs are the increase of lead time for the parts not included in assortment due to
extra actions needed to be taken, and the risk of no availability of suppliers when required. Therefore, the
decision to include a component in the assortment is based on a trade-off between the costs and probability
of events in both cases [31]. If the decision has been made to take a component in the assortment, further
technical information of the component is acquired. Information regarding the following areas are required
for effective maintenance and control: criticality, redundancy, commonality, specificity, substitution, shelf
life, position in configuration and repairability [31].

2.3.2. Demand Behaviour and Forecasting

Demand forecasting can play a critical aspect to supply chain management and the planning & coordination
of the resources. However, demand forecasting is the biggest (common) challenge that the MRO industry
faces [35]. The availability of aircraft components is crucial to airlines operations and avoiding AOG time.
Therefore, airlines and MRO providers keep an inventory to avoid downtime of aircraft [98]. The high costs
of aircraft components constitute for a large part of the total investment costs of airlines and MRO service
providers.

The demand for components varies between the different type of maintenance. For planned maintenance,
the demand for components is known, and the availability of components can be planned. However, with
unplanned maintenance, this demand is not known and results in a highly variable demand pattern, which
can lead to disturbances in the supply chain. Unscheduled maintenance plays a significant role in the MRO
provider service as it may result in high costs. The high costs are associated with component unavailability. To
help deal with the variance in demand quantity and time, there are three buffers available. These buffers are
inventory, capacity and time [50]. By increasing inventory there will be a higher safety stock to provide higher
service levels. Increasing inventory however is very expensive and not ideal. Increasing Capacity means faster
process times to which you can handle the increases in demand and realise faster TAT. Finally decreasing
time will results in faster TAT, thus higher chance of component availability. To prevent these scenario’s of
unavailability from occurring safety stock policies are usually used [59, 98]. These approaches try to deal with
the consequences of the unscheduled demand request. Another possibility is to use forecasting to predict the
demand and take preparations/actions according to the information. The decision to use forecasting models
for components is based on two criteria, namely the value and the ratio between planned and unplanned
demand of the component [31]. To use forecasting techniques it is first important to analyse the demand
behaviour of the component in order to determine which technique will perform best.

The demand behaviour in the aviation industry can be identified as intermittent, erratic or lumpy demand
[35, 98]. Demand can be categorised in four distinctive demand behaviour based on two characteristics.
These two characteristics are the variability in interval time between requests measured by Average inter
Demand Interval (ADI), and the variability in demand request size measured by the Coefficient of Variation
(CV) [31, 35]. ADI represents the average number of time periods between two successive demands. CV
represents the standard deviation regarding the demand quantity of each request compared to the average
request size for all periods. ADI and CV can be calculated as follows:

n \/Z?Zl(eri_ea)z/n
CV = , 2.2)

ADI =
n—dy €a

where n represent the total number of periods, d, the total number of periods where demand was zero,
€, the average item request for all periods, and €,; the item demand in each period (i to n) [98].

As mentioned, the demand behaviours can be split into four distinctive categories.These categories are deter-
mined after research with the specific cut-off values of ADI=1.32 and CV=0.49, as shown in Figure 2.7 [35, 120].
The four categories with their description are the following [98]:

¢ Smooth; no significant variation in inter demand intervals nor the quantity for each request

e Strictly Intermittent demand; no extreme variation in quantity but with many demand absent periods
(where demand is zero)
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¢ Erratic demand; demand is highly erratic, meaning that the amounts vary greater than the intervals of
demand

¢ Lumpy demand; greatly variation both in the quantities and the intervals between demands.
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Figure 2.7: Different demand patterns depending on the variability in quantity and time intervals [43]

Airlines and MRO providers experience significant difficulties in reliable and accurate forecasts of the demand
of components. This is partly due to different kind of components express different demand behaviour, with
a high percentage that has erratic or lumpy demand [36]. The determination of the demand pattern is an
essential factor for the selection of forecasting methods [120]. To increase the forecasting it is important that
an adequate forecasting technique is used for the respective demand pattern. Forecasting models and meth-
ods are not accurate enough and not well researched. However, forecasting can have a significant impact
on the supply chain and therefore, worth further investigation. An accurate forecasting model can decrease
the maintenance costs by improving the control and coordination of components in the supply chain. Based
on the forecast, improved plannings can be realised which are tailored to the expected demand [127]. This
increases the overall efficiency of the supply chain. This research will look into methods to improve forecast-
ing of components by investigating hybrid models and the incorporation of additional available information
regarding components. This hybrid model will be a mix of historical data and condition monitoring. All in all,
the aim is to create a forecasting model which provides information about the demand. Based on the insight
in demand, decision can be taken regarding the planning and coordination of the supply chain. Figure 2.8
shows a conceptual overview of demand forecasting.
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Figure 2.8: Overview of demand forecasting process based on multiple sources of data [31]
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2.3.3. Supply Management

There are several supply alternatives for components in the MRO SC. These alternative are regarding the
different methods used to obtain SE components. A decision for each component has to be made regarding
the following options: internal repair shop, external repair shop, external supplier, and re-use of parts (from
other aircraft) [31]. Each component has one or more supply sources from which the most suitable option
can be chosen. It is common that over time some options disappear and are no longer available, for example
this is the case when external suppliers no longer manufacturers a component or a repair shop stops servicing
components. Therefore, it is wise to have more than one supply alternative for components and to take these
scenarios into account with inventory and planning. MRO providers collect information on multiple aspects
before selecting a preferred supply source. The decision is based on the following available information:
component repair or buy prices, quantity discounts, contractual lead times for repair or buys, minimum
order quantities and multiples, etc.

The total supply lead time of components consist of the following times: repair or supplier lead time, pro-
curement time, picking, transport and storage times of parts, and in case of rotable components, the hand
in time of US components. Each phase has their own specific time where the distribution varies distinctively
for the two types of supply, namely supply by repair or procurement of (new) components. By ordering new
components or consumables the procurement time and the picking, transport and storage times of parts are
determinative. For repair, the determinative times are the repair times of the shops, hand in time of customers
and transport times of the component.

The determination of an item being regarded as discardable or repairable is based on a level of repair analyses.
This analysis looks at characteristics of components such as unsuccessful repairs, no failure found, and the
possibility of multiple failure modes [31]. The level of repair analyses is re-evaluated after some time or in
case of substantial changes to a component or item. The outcome of the analyses is commonly also used in
the decision to invest in internal repair capabilities of a component or outsource repairs [3].

2.3.4. Repair Shop

Repair shops for components can be both internal as external. Internal repair shops have benefits such as
shorter transport times, improved control and being cheaper. The decision to invest in in-house repair ca-
pabilities is based commonly on the value of the component, investment price, volume flow and resources
required (skills and equipment). Repair shops function as a production unit in the SC as they supply SE units.
The repair shops have made agreements on the TAT of each repair. These agreements are based on the ca-
pacity that the shops can manage in a time period. To comply with the agreements, the shop control has
to plan their scheduling and capacities according to the demand load, see Figure 2.9. Decisions have to be
made with respect to the material, method, machines and manpower (4 M’s) that are required for a job. If
one of the mentioned aspects is not present, it will result in waiting times and thus delay in repair time of the
component. The planning of repair jobs is therefore crucial to reduce waiting times and achieve an efficient
shop and reduced TAT. The planning of a repair shop in generally based on estimated repair workload and
times, including variability, resulting from forecasts. An increase of available information about a repair job
will improve the planning of the repair jobs as there would be less variability and the different aspects could
be planned accordingly.

Repair shop control
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Figure 2.9: Overview of repair shop control[31]
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2.3.5. Inventory Control

Inventory control is concerned with the decision regarding which components should be stored at which lo-
cation and in what quantities. The MRO provider keeps an inventory to meet the agreed service levels with
customers. Based on the service level, TAT times and expected demand the inventory levels are determined
and a stock of components are kept in a warehouse. These stocked components should cover the demand
of US components. Different decisions can be made regarding the stocking strategy of each component. A
distinction in parts can be made based on the critically of the component in the system. Furthermore, the
price of a component is also of importance for stocking decisions, see Figure 2.10. Availability of critical com-
ponents is required to reduce the system downtime and thus AOG time. The decision regarding these critical
stocking components is not based on demand forecasting but on other criteria such as supply availability,
failure impact and initial versus future procurement price [31]. The decision for non-critical parts is different
as they do not cause immediate system downtime. Therefore, the stocking decision is made regarding lead
time and costs. Non-critical components that have short lead times or high prices will not be stocked but
procured when needed [31]. Parts that are non-critical and relatively inexpensive or have long lead times will
be stocked based on a single item approach to assure high service levels.

Replenishment of the stock can also happen in various ways depending on the strategy. For example, when
components are being repaired then the replenishment of the stock is a result of the repairs. The faster the
repairs are done, the faster the stock is replenished and less inventory is required. However, if stock is not be-
ing repaired, then there are different strategies available for the procurement of items. These strategies range
from single piece procurement to batch procurement and maintaining a safety stock. The chosen strategy de-
pends on a few characteristics of the components such as price, quantity discounts, lead times and demand
forecasting.
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Figure 2.10: Classification of parts with respect to the criticality and price [31]

Stock levels are determined primarily by the targeted service level and TAT of components. The service level
has an impact based on the percentage of request cases that the MRO provider is required to meet. The
higher the target level, the higher the stock needs to be to handle exceptional demand peaks that perhaps
happen once in along time. TAT of components has an impact on the availability of components for the MRO
provider. Low TAT of repairs or procurement result in a lower inventory level. Stock levels can be determined
by the use of formula 2.1 by placing the SL at the desired level and filling in the rest of variables, which will
result in a specified level of units in stock required for that specific SL.

2.3.6. Order Handling

When a request is made to the MRO provider, they are responsible for the order handling. Requests can be
from customers who have a contract with the MRO provider to airlines with no contract. The MRO provider
has to decide and act regarding the following steps [31]. First, the order has to be accepted, adjusted or re-
jected based on the demand, the availability of components, and contracts in place. If the request is accepted,
the component is sent to the customer and the return order of the failed component is initialised.

The first decision is regarding the acceptance, adjustment or rejection of a request. MRO provider has con-
tracts with airlines that consist of agreements on realistic order quantities, priority levels and lead times.
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MRO providers usually have many customers, each with their arrangements. Therefore the conditions have
to be checked with each request to determine priorities and actions that need to be taken. For example, if
parts are not available a request outside of a contract will be rejected while request that is within a contract
requires a solution. Solutions could be the procurement of new components, leasing components, or using
components from a joint pool. Order handling is a time-consuming task with associated operational costs
[31]. Order handling can partly be automated by incorporating specific preconditions to reduce costs and
increase handling speed. This means that part of the orders are handled automatically if they are within de-
fined boundary specifications. If the request is not within the specified conditions, a trigger is activated which
results in the manual checking of the order to make a decision. For example, an order quantity with a typing
error, resulting in an unreasonably large request by a customer. When an order is accepted, follow up steps
have to be taken regarding sending of the SE component and receiving the US component.

Demand forecasting can help to increase the availability of components and thus the service level of MRO
providers. By using a forecast, the MRO provider has time to evaluate the situation and respond appropriately.
This increases the chance to satisfy customers while also reducing costs within the organisation by avoiding
time urgency costs of decisions. An example of this can be that based on the forecast, the MRO provider
prioritises individual components that are being repaired such that they are available in time for the request.
Another example is to lease or pre-order a component on time to reduce increased costs due to urgency. A
last example is a central location for warehousing components, where, with forecasting, components can be
sent on time to distant places resulting in one big central warehouse instead of multiple small ones.

2.3.7. Control Strategies

The control strategy of the CS supply chain can take various forms. Control of the supply chain is essential for
efficient operations and improved results. This subsection describes the five levels of control strategies with
their characteristics. These strategies are the following: reactive control, active control, predictive control,
actual control and active predictive control [68]. These control strategies can be implemented on each aspect
of the supply chain, e.g. on component availability, shop control and inventory planning.

Reactive Control

Reactive control is the basic control strategy as it does not have any control of the supply chain. Reactive con-
trol, as the name suggest, is only reacting to the current situation and deals with immediate problems and
is also described as firefighting [97]. Problems consume all time and attention of decision makers, resulting
only in ad hoc short term solutions. This control strategy is the simplest and does not have any costs. How-
ever, the consequences of this control strategy can be huge if there is high variability in the supply chain. This
high variability results in situations in which either the supply chain is not prepared for the demand or has
overcapacity for the demand. All in all, reactive control is inefficient as it will always has to react to the current
situation and if required provide solutions. This strategy can work in cases where processes are standard and
only on rare occasions disturbances happen which needed to be taken care of.

Active Control

The next strategy or level of control is active control. This active control is often limited to one specific part of
the supply chain. This results in different parts basing their decisions on their own parts of the supply chain,
resulting in solutions that might be beneficial for other parts of the supply chain. Active control looks at the
specific part of the supply chain and takes into account the information available to evaluate what decision
should be made [68]. An effort is made to avoid or mitigate problems in that specific part. An example is the
inventory control where the management does not take into account the status of repair activities but only
focus on their specific part. This might result in unnecessary leases or procurement as repairs where almost
finished.

Predictive Control

As opposed to active control, predictive control takes into account forecast of the expected demand/work-
load. With this strategy decisions can be made based on the current situation and expected demand. These
decisions are based on the forecast and are therefore dependent on the accuracy of it. If a forecast is not ac-
curate enough it will not be useful for predictive control as there is too much variability to control it. However
when a forecast is accurate but not valid it gives misdirected information on which decisions are made, e.g.
forecast too high or low compared to actual demand. Therefore the ability of predictive control relies heavily
on the accuracy and validity of forecasting models. Therefore, predictive control is mostly related to decision
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regarding mid-term planning. Short term planning might be too late based upon which decisions can be
altered, while long term planning suffers from inaccuracy from forecasting models.

Actual Control

Within the MRO industry there is a split in demand, which is planned and unplanned maintenance. Ac-
tual control is concerned with taking control of reducing/removing unplanned maintenance. This control
strategy takes control a step further as it requires actively monitoring components, predict failures and plans
maintenance based on this information [68]. In this example the demand is controlled by actively monitor-
ing components and gives indications/notification for when components need to be given service based on
their health. In this case the MRO provider keeps track of the health of component and the failure predicted.
Based on this information maintenance activities can be planned on convenient time for both the customer
as the provider to minimise cots and maximise availability. The disadvantage of this control is that it can be
expensive or even impossible in some cases to implement sensors to monitor the health of a component.

2.3.8. Component Availability

The inventory that MRO providers keep is crucial for the operations. Through available inventory, MRO
providers are able to provide a high service level to their customers and minimise the downtime of their
aircraft. The amount of inventory stock is determined by two facets: TAT of components in the supply chain
for repairs and the desired service levels of the MRO provider. Furthermore demand patterns also play an
important role for the inventory as it is of direct relevance to the availability of components at different times.
Knowing the demand allows for better planning and control of the supply chain to achieve same service lev-
els but with lower inventory levels. Currently, demand forecasting is hard to achieve in the MRO industry
because of the lumpy patterns. Because of this lack of accurate forecasting methods there is often a reac-
tive control strategy being implemented by MRO providers which is also resulting in maintaining safe stocks
levels to meet promised service levels.

The TAT time of components have a direct impact on the inventory. The faster a component is repaired, the
faster it can be used again, requiring less inventory for the same service level. Furthermore the component
availability and customer satisfaction is increased and cost reduced as less time is needed for one component.
The TAT of components being repaired can be split in multiple stages [31]:

¢ Transportation time from customer to the logistic centre
* Logistic centre handling time of US components and SE components
» Transportation time from logistic centre to repair shop and back

¢ Repair time of components including transportation, diagnosis and maintenance, repair time, waiting
time due to unavailability of parts, inspection & certification

A reduction in each of these phases results in a decrease in required inventory stock for components. Im-
portant aspect for the reduction of these parts is to be able to plan and match the handling capacity with the
expected demand which also improves efficiencies tremendously. A component is operationally available
when it is available for use, in all other cases the component is unavailable due to the asset being in one of
the stages mentioned above. The aim is to reduce the unavailability of components as it is a big percentage
of the inventory levels.

2.3.9. Conclusion MRO Industry

All in all this section gives an overview of the different facets of the MRO industry. It becomes visible that all
part are connected with each other which is important to take into account for optimal control, instead of
only focusing on local control of individual aspects. This will result in higher efficiencies, better productivity,
higher flexibility, etc. leading to lower TAT, less inventory, and bigger profit margins. A recurring aspect and
common problem in the industry is the variability in demand at the different stages in the supply chain.
Introducing methods to increase the transparency of demand or supply chain would lead to different control
strategies that can be applied instead of the inefficient reactive control. The next section will look to Industry
4.0 technologies that have the potential to increase this transparency.
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2.4. Industry 4.0

Industry 4.0 is a term first coined by the German government in 2011 and refers to the fourth industrial rev-
olution [75]. The first, second and third industrial revolution has been marked by respectively, machinery
(powered by hand, water power or steam engines); mass production lines and electricity; and thirdly com-
puters and automation. Since the term has been tossed, it has had different definitions and understandings
as it has not been formally defined [75, 126]. Therefore, the interpretation of Industry 4.0 can differ between
researches and persons. The following understanding of Industry 4.0 is used in this research. The fourth
industrial revolution is marked by technologies that blur the lines between the physical and digital world,
referred to as cyber-physical systems. It takes the digitisation and automation to the next level by integrat-
ing different technologies that generate and communicate data between systems. This data is interpreted and
turned into useful information which is subsequently used to control and coordinate the (sub)systems to per-
form optimally and possibly autonomously [67, 126]. Industry 4.0 aims to achieve an end to end digitisation
and optimisation of operations and processes instead of local optimisation. Industry 4.0 was not initiated by a
single technology but rather by the interaction between a number of technological advances, which together
created new benefits and advances in operations[107]. Figure 2.11 shows an overview of some concepts and
technologies related to Industry 4.0. Technologies that are included are for example Internet of Things (IoT),
Big Data and Data Analytics, Artificial Intelligence (AI), Augmented and Virtual Reality, Blockchain, and more
[75, 107]. Data is central in industry 4.0 as it forms the basis for making informed decisions. Therefore,
the technologies revolve around the generation, collection, communication and analyses of these data to
produce useful information. The data can, for example, be used to predict failures or other maintenance
activities. Based on the information, actions can be taken to provide better results through control and coor-
dination [126].

The research around Industry 4.0 has mainly been theoretical, resulting in a lack of case studies to evaluate
the test and evaluate the effects that the technologies have on the industry [9, 12, 107]. The aim of this re-
search that through the collection, communication and analyses of relevant data, the demand of the MRO
supply chain at different stages can be predicted. Based on this prediction, the control, coordination and
planning of the MRO supply chain can be improved to increase efficiencies. This section provides an overview
of concepts and technologies related to Industry 4.0, which may be utilised to improve the transparency and
predictability of the demand in the MRO industry.
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Figure 2.11: Overview of industry 4.0 and some related concepts and technologies identified from a global survey by PwC [96]

2.4.1. Internet of Things

Internet of Things (IoT), is the term given to define the network of connected devices in a system. Over
the years, an increasing number of devices and equipment have built-in connectivity and can connect to the
internet. This results in increased availability of data and communication that can also be used to control and
coordinate these devices and systems [75]. Examples of such devices are laptops, smartphones, temperature
sensors, trackers, etc. These devices are mostly connected to the network over a wireless internet connection.
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This increased connectivity can be utilised to generate and collect information that is missing in the current
cases [38]. For example, it might be useful to know the current location of a component in the supply chain
or know the path it has travelled. In this case, Global Positioning System (GPS) sensors which are connected
to the internet provide a solution. GPS allows to both know the component’s current location and to create a
map of the travelled path of the component. IoT devices can be placed in systems which are missing valuable
information to provide important data for the rest of the system [75].

The application of these IoT devices can play a crucial role in the aviation MRO business on multiple fronts
[8]. First, it will improve transparency and visibility of the systems by measuring and transmitting data about
certain parts of the system (e.g. location of components) [134]. Secondly, it can help by placing sensors in
the SC to measure essential data which can represent, calculate or predict states or variables in the system
[86]. For example, by measuring specific values on equipment, it can be easier or more accurate to predict
failures and plan maintenance activities. Lastly, it assists in the integration of different systems by being
connected to the internet from which it can be controlled [94]. The application of IoT in the MRO SC will
be in areas to collect data and make the SC more transparent. It will form the link between the physical and
digital world, where the physical world can also be influenced based on actions determined by calculations
[18]. The specific applications of which devices are useful in which parts of the SC depends on the request of
data and will be known after the current SC is measured and analysed.

Track & Trace

Supply chain visibility plays a crucial role for SCM. Technologies like GPS and Radio Frequency Identification
(RFID) can be used throughout the supply chain to improve the visibility and processes [73]. RFID systems
use wireless radio frequency communication technology to uniquely identify tagged objects. RFID system is
made out of three key components, the tag, reader and middleware [134]. The tag and the reader commu-
nicate information by using radio waves at various frequencies. When a tag enters the reading distance of a
reader, the reader will transmit a signal to the tag upon which the tag activates and returns a signal containing
its information. The information contained in a tag can be anything, from serial numbers to timestamps. The
use of RFID in combination with other technologies (e.g. GPS) makes it possible to efficiently track & trace
objects [44]. RFID is useful for inventory and material handling processes such as warehouses to know the
amount and location of objects [86]. However, a common problem is when the component leaves the con-
trolled area it become untraceable as multiple parties are involved that do not have the right infrastructure
[44]. Track & tracing of objects across the supply chain can be difficult due to implementation at numerous
agents/stakeholders involved that all require the correct hardware, software and IT architecture [80]. How-
ever, integration of the information in a timely manner is imperative for efficient operations [56]. There have
been various studies in the use of RFID in combination with other IoT such as GPS to accurately track & trace
shipments. Oliviera et al. (2015) proposes a system that tracks shipments and notifies users when deviations
occur from the planned route [90]. The systems works on a combination of RFID and a mobile device with
GPS and Bluetooth to combine and sent data to a server. Based on the real-time information it is possible to
effectively track shipments and give updates about location, pick-up, delivery, deviations etc. Chongwatpol
and Sharda (2013) used RFID to real-time track objects in a manufacturing factory [18]. Based on the real-
time information of tracking the jobs and objects, the factory, schedules are adjusted to increase the overall
performance. Jisha et al. also uses a combination of IoT devices to real-time track students in a school bus
[57]. Additionally to the tracking, it implements a prediction algorithm to compute the arrival time at a bus
stop based on data from previous days and the real time data of the bus (e.g. location and speed).

2.4.2. Digital Twins

A digital twin is the digital counterpart of physical equipment, see Figure 2.12. Digital twins can be achieved
by measuring different aspects of the physical machine and monitoring it digitally. It is thus the digital (real-
time) twin of the physical equipment and allows the use of the monitored data for (real-time) simulation,
calculation, optimisation, health monitoring and others [94]. Based on the gathered data, the system can
be fully described and relevant computation or simulations done for optimisations [23]. Digital twins can
be achieved by placing IoT sensors on the physical device to measure and communicate relevant data. The
potential of digital twins in the aviation MRO industry can be for example on critical components like engines,
to continuously monitor their health and gather data for predictive maintenance [124]. Another example can
be to provide an overview of the supply chain by tracking the transport of components through the different
areas in the supply chain [38]. Based on this information, the current state and behaviour of the supply chain
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is visible, such as visualising the flow of components and capacity/occupancy of shops. Appropriate actions
can be taken based on the digital supply chain to deal with problems such as long buffer times or quality
control. Based on the monitoring of the supply chain, different strategies could be implemented at different
times depending on the conditions resulting in increased flexibility and adaptiveness.

PHYSICAL DIGITAL

Digital Twin for PowerPoint Digital Twin for Data Analytics

20

(a) Schematic overview of a digital twin and its processes [94] (b) Visualisation of the how data can be accumulated and
represented for data analytics [135]

Figure 2.12: Digital twins visualisation

2.4.3. Big Data & Data Analytics

Al the data generated by the devices in the supply chain contributes to an enormous pile of information. This
huge data pile is referred to as Big Data. However, all this data is raw, unprocessed data and not yet usable.
Only by analysing the data and doing related calculations, the data can be translated into useful information
which lead to insight and can be used for decision making [111]. The data is filtered and converted into useful
such as arrival patterns which can be used as inputs for models, simulations, planning, etc. This allows for
new possibilities in the supply chain and make informed decisions based on the actual conditions of a system
instead of approximations or heuristics.

The huge quantities of raw data that is generated and collected by all the devices in the system, first has
to be filtered and analysed to extract usable information from it. The data generated includes all kind of
measurements that are specific to certain purposes. For example, a GPS tracker might record the position and
time of each movement. However, to find an object, the last position is only of interest. If the speed or path of
the item is requested, then the history of location and times measurements are required. This was a simple
example, but the amount of information drastically scales up when there are multiple different devices on
each object in a system that generate data. Therefore it is important to filter out the relevant measurements
and analyse [67]. Based on the data, different kind of analyses can be conducted. There is, for example,
numerical analyses such as statistical analysis but also Artificial Intelligence (AI) that has received increasing
attention over the last few years. Al works upon neural networks that resemble the human brain. These
neural networks are then fed with a lot of scenarios to 'teach’ the Al. Through feeding the Al with enough
examples of good and bad scenario’s it learns to distinguish features and produce correct outputs to similar
new situations. These Artificial Neural Networks (ANN) have been investigated a lot regarding purposes in
predictive maintenance [6].

2.4.4. Al and Machine Learning

Artificial Intelligence has a very broad scope in meaning and refers to any technique that allows computers
to behave in such a way that represent the human intelligence [130]. Al tries to adapt algorithms in such a
way to make computers appear to be thinking or smart. This include many techniques which can be as basic
as if-then rules and decision trees or more advances like machine learning or deep learning, see Figure 2.13.
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Al has been around since the 1950’'s onward where the first applications was in chess games. Throughout the
years Al has become more advanced as the capabilities and performance of computers drastically improved
through the years.

Artificial Intelligence

Machine Learning

Deep Learning A subset of Al that Anylechnige that
enables computers

to mimic human
intelligence, using
logic, if-then rules,
decision trees, and
machine learning
(including deep
learning)

The subset of machine learning includes abstruse
composed of algorithms that permit statistical techniques
software to train itself to perform tasks, that enable machines
like speech and image recognition, by to improve at tasks
exposing multilayered neural networks to with experience. The
vast amounts of data. category includes
deep learning

Figure 2.13: Hierarchical description of Al and related terms such as Machine Learning and deep learning [27]

Machine learning (ML) is a branch of Al and is related to the study of algorithms that allows computers to
automatically improve through experiences [81]. ML takes a set of data and takes it as input to learn. Based
on the experiences the model can then be used to asses new situations. An example can be distinguish dif-
ferent type of animals. Another more practical example is the use of ML to assist in demand planning, which
is shown to be used across industries [82]. There are three main ML algorithms which can be classified into
supervised learning, unsupervised learning and reinforcement learning [137]. Supervised learning is appli-
cable when there is labelled data (data where the outcome is known or specified) available and thus make a
model that can predict the labels based on the inputs. Unsupervised learning on the other hand works with
unlabelled data. In this case the algorithm tries to group similar data points based on recognising features or
patterns. The difference between supervised and unsupervised learning is shown in Figure 2.14
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Figure 2.14: Visualisation example of difference between supervised and unsupervised learning algorithms [146]

Reinforcement learning aims to learn the computer to make decisions/actions that result in maximising the
reward or minimising the risks [137]. Reinforcement learning takes observations that are gathered from the
interaction with the environment as inputs and continuously learns by interacting (through trial and error)
with the environment and reviewing the results.
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Big data and data analytics could be applied to the data sets of the MRO industry to determine the value of the
data. Results from analyses can lead to insight and information in operations and performance that enable
to see where improvements are needed [130]. Analysing the data available is a first step in improving, that
helps in two ways. First, it provides (numerical) representation of the operations/business which measures
the current state and from there decision can be made for improvements. Second, it can provide insight and
information that can be utilised in the supply chain to improve control and coordination of operations (e.g.
by models) with little associated costs [82]. ML algorithms could be used to predict the demand based on the
data available for the MRO industry.

2.4.5. Predictive Maintenance

Maintenance plays an important role in operations of every machine. Maintenance activities aim to improve
the reliability of machines and components to minimise unexpected failures and therefore maximise oper-
ational time. Planning maintenance activities is a challenge to ensure that the component function reliably
without having excessive maintenance costs, see Figure 2.15. There are different maintenance strategies to
deal with different scenarios. Three distinct maintenance strategies are the following [23, 110]:

» Corrective Maintenance: this is a reactive type of maintenance and is used when components have
already failed. Corrective maintenance is common in cases where components or its functioning are
not critical to the overall operation and therefore are only repaired when they have broken down. This
type of maintenance helps reduce maintenance costs as it is only repaired when necessary.

¢ Preventive Maintenance: this type of maintenance is often implemented to components critical for op-
eration. It is a common industry practice where maintenance is regularly performed on a functioning
piece of equipment to prevent unexpected failures and cause unplanned downtime which is expensive.
The preventive maintenance activities is often time based (e.g. calendar time or operation time) and
are planned based on manufacturer’s recommendation, historic data and experiences of components.
The schedule is based on averages resulting in actual cases where some good parts are replaced too
soon while others may fail before the planned maintenance.

* Predictive Maintenance: this is based on actual operating conditions and data and uses advanced an-
alytics tools to determine the condition of the component. Predictive maintenance monitors the data
from the components and analysis it to determine the health of the component. Through the contin-
uous monitoring the frequency of maintenance activities varies with components to reduce the total
costs of maintenance. Based on the conditions the components can be planned for maintenance on a
convenient time and reduces unexpected failures.

The main difference between preventive and predictive maintenance is thus the use of either historic data
and using averages or actual monitored conditions of the components which can predict failures [110]. Beside
the advantage that predictive maintenance can reduce costs through repairing components just in time, it
also has an additive advantage. The failures are predicted based on indicators of different failure modes in
the data. This information about the failure mode can therefore be used to increase the speed of repair as
the failure is probably known [110]. Furthermore, this information can also be used for improvements in the
engineering of newer components.

Predictive maintenance heavily relies on data availability and data analytics [23]. Predictive maintenance
requires measurements from a component to be able to analyse the data. After the data is available the next
step in the process is the analyses of the data to be able to identify indicators of failures [110]. This requires
many recording of failures to be able to filter out indicators of failures. This is not always self-evident as there
can be many variables with a lot of inter dependencies. This results in a hard time finding correct indicators
for failures. In these cases machine learning or Al and ANN can be used as a different approach for the
analysis [6].

Forecasting

The information of predictive maintenance can subsequently be used as an indication of the demand. Through
the results of predictive maintenance, valuable information is known about predicted failures. Based on this
information decision can be made to plan maintenance activities or it is known when a component is re-
quired to come in to be replaced or repaired[131]. This is all information about the demand, and can be used
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Figure 2.15: Graph portraying the cost build up of total maintenance costs with indication of preventive, predictive and corrective
maintenance [106]

as an input to the SC for coordination and planning of activities. Based on the knowledge of predicted main-
tenance different strategies could be used to handle the demand. For example if it is know that a component
is going to fail or has failed, it will also be know there will be a demand for an item. This information can then
be used to plan activities in the SC and make sure there are enough components to handle the demand [23]. If
it happens that there are not enough components, then either components that are currently being repaired
can be pushed through the supply chain by increasing the priority or new components can be ordered. By
using the information efficiently, planning and coordination of activities increases in the supply chain and
cost decreases by making more efficient use of the inventory while also decreasing last minute purchases and
late deliveries. This will results in an overall increased service level and better operations.

2.4.6. Blockchain

Blockchain is a shared, distributed, digital ledger that records transactions in a peer-to-peer (P2P) business
network [40]. It is a decentralised data structure that stores the record of transactions and related data in a
distributed network. As there is no central authority in the blockchain to approve and thus validate transac-
tion it requires a different mechanism. Consensus mechanism are used which are a set of rules that everyone
follows to verify, validate and add transactions in the blockchain [83]. The data of transactions are encrypted
and stored inside a 'block’ which is added to the chronologically ordered blockchain (if validated). Each block
consist of an unique cryptographic hash which is generated based on the data inside the block and the hash
code of the previous block, which established a link between the blocks, see Figure 2.16 [19]. The links be-
tween blocks provide immutability to the blockchain as any alteration made in the data results in change of
hash value, invalidating and destroying the subsequent blockchain [78]. This leads to the data being irre-
versible and tamper-proof once created and results in one unique version of the blockchain (or ledger) which
is shared between the participants.

Each node in the network contains a copy of the blockchain (ledger) which is updated every time a new
transaction has been validated, this feature make the blockchain resistant to disruptions or failures by having
no single point of failure as multiple valid and updated copies exist [83]. Each network participant can assess
the historical transactions at any time which provides transparency in the network and increase auditability
and trust in the network. Furthermore, all the transactions are time-stamped before they are added to the
blockchain which provides information on when a transaction has been made, increasing the transparency,
auditability and trust. Asymmetric cryptography is used in the network to provide authenticity, integrity,
confidentiality and security of data exchanges or transactions [145]. Each user owns a pair or private and
public key, public keys are shared while the private key is kept confidential. The public and private keys can
be used both for digital signatures on transactions which can then be verified, or for encryption to maintain
confidentiality, see Figure 2.17. Messages or transactions that are encrypted with a private key can only be



2.4. Industry 4.0 31

Data inside the block
Sender’s Data
Receiver's Data
Exchange data

\©

Block N-1 Block N Block N+1

& ®

Hash: the code that automatically
be generated from the data inside
the block. (this will be a unique
code and can not be changed
Previous block Hash: The without the changing in data )
information related to the previous
block in the network (Block N-1)

Figure 2.16: Dissection of a block inside the blockchain [58]

opened by recipients with the corresponding public key (shared by the sender). Or if a message is encrypted
with a public key it can only be decrypted by a specified recipient using the private key [83].
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Figure 2.17: Overview of asymmetric cryptography used for signing and encrypting [79]

Lastly, smart contracts can play an important role in the blockchain as it allows for automation. A smart con-
tract is self-executing and self-enforcing contract that can verify its correctness and enforce predefined rules
[10]. Smart contract are contracts that have been written in programmable language for on the blockchain.
The smart contract is deployed on the blockchain when finished where they have an unique address. They
can be triggered by addressing a transaction to the contract, where the contract will be executed automatically
and independently of all users in the prescribed manner (see Figure2.18) [19]. This allows for automation of
(multi-step) processes and task on the blockchain increasing transaction speed, saving time, and costs.

Blockchain can help the MRO CS supply chain in various ways [108]. First it promotes the digitisation and
automation of certain processes, like administrative procedures. Secondly, it improves the transparency of
components in the supply chain both to the MRO provider as the customer. If the component is equipped
with IoT devices like a tracker, the location and the history of the component will be known which helps plan-
ning [19]. Also, the transparency and immutability in the history of a components is important as this data
and information might be crucial for the maintenance and repair activities or warranty and claims [108]. Fur-
thermore, smart contracts can help to automate procedures as payments of third parties, warranty and fine
claims [83]. These procedures will speed up the transactions based on agreed pre-written contracts. If there
are disputes, these can easily be checked and resolved by the immutable history of transactions regarding to
the component [48]. All in all, blockchain can be used in combination with other technologies for data gover-
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nance or by itself can help to speed up the processes in the supply chain to reduce TAT while also increasing
quality and transparency of the processes.

2.5. Conclusion

This chapter provides background information in the MRO industry and looks in to Industry 4.0 technologies
for ways of improving the industry. The MRO industry has many interrelated parts which should be inte-
grated for optimal control and operations in the supply chain. Important aspect to this is having information
about the components and expected demand at various stages. Industry 4.0 has various technologies that
have potential to improve transparency in demand throughout the supply chain. Various methods have been
described and its potential for the MRO industry explained. The technologies that will be further investigated
in this research are related to analysing the available data to build a model to predict demand at various stages
in the reverse supply chain. The approach of Big Data and data analytics is chosen as it is the cheapest and
fastest method to improve the supply chain. This approach is not dependent on other stakeholders and im-
plication of any hardware. Instead this approach will yield valuable information and insight which might be
used to build an effective model or show the necessity of investing and implementing new technologies. This
research will focus on data analysis of the transport times of the reverse supply chain to design and evaluate
a prediction model for components. If the results provide to be effective then it can be readily applied to
improve the supply chain, if provides ground to investigate and invest in other (more expensive) solutions
which take longer.



Theory

In the previous chapter the MRO industry and Industry 4.0 technologies were described. The goal of this
research is to improve the transparency in demand throughout the MRO supply chain by incorporating data
and information available in the supply chain. Based on this goal different theories and literature have been
reviewed regarding process improvement theories, forecasting, and planning strategies.

3.1. Forecasting

Aircraft components forecasting can generally be divided into two categories, historical data (time-series)
and reliability based [31]. Historical data forecasts are based only on statistical analyses of known historical
demand [127]. This information is then extrapolated to provide a forecast for demand. Reliability-based fore-
casting takes a different approach and bases the forecast of components based on operating condition and
data of the components such as failure rates. The reliability based forecasting can be subdivided in hard-time
and condition monitoring. Hard-time components have to be replaced and checked after a certain amount of
time, which may be calendar time (e.g. two months); a number of cycles (e.g. 500 FH or 1 million cycles) or af-
ter a number of landings [36]. Condition monitored components generate data on relevant variables which is
being monitored, analysed and interpreted to predict when a component fails or needs maintenance. Airlines
usually follow their own experience or suggestions from the aircraft manufacturers for spare part inventory,
however forecasting methods can supplement these and assist in planning based on data [36, 98]. There is
a rarity of studies on forecasting methods for components with lumpy demand, a review of known methods
have been evaluated which show that three methods perform best. These are the weighted moving averages,
the Croston method and exponentially weighted moving average models [36, 98]. More information about
forecasting techniques will be provided in Chapter 3 in section 3.1.

Demand forecasting can be very useful for planning purposes in the component supply chain. Demand fore-
casting relates to the ability to predict the expected amount of components or items in a certain time period
[31]. Forecasting is an important topic in the spare parts industry as it provides the expected demand upon
which the provider can plan their availability of components [100]. Predicting the demand allows for better
planning of the operations in such a way to take the adequate measures to allow a healthy SC [132]. Fore-
casting will reduce the uncertainty in the beginning of the SC, which improves the control and variability in
the entire SC. Forecasting, if accurate, can be useful for several reasons for business. First when information
about the expected demand is known, planning can be adjusted to meet the demand. This could include de-
cisions like prioritising repairs that are in progress or buying/leasing of components on time to suppress the
costs. Furthermore, demand forecasting helps to increase the efficiency by allowing adaptation of manpower
to the demand load. Knowing the demand would allow for flexible planning of employees to adapt to the
load, increasing efficiencies and throughput times in general. However, the benefits of forecasting are only
applicable if they are accurate enough to represent the reality and have a small error margin such that the
range is limited. This is a difficult requirement for the MRO industry due the nature of the demand and the
requirement of component availability for customers to prevent AOG [7, 98, 100]. Due to the erratic/lumpy
demand behaviour of components, forecasting complexity and data availability, a gap has been found in us-
ing forecasting models in practice [7]. This section will provide an overview of information and data regarding
forecasting techniques and methods used in the MRO industry.

33
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3.1.1. Forecasting Families

Forecasting demand for spare parts can be traditionally split into two families of techniques, reliability based
forecasting and time series based forecasting [31]. The choice between the two techniques is based on the
information available. Reliability based forecasting can be used only when the data is known about the in-
stalled based regarding operation conditions and the component. On the other hand time series forecasting
is suitable for all the other cases in which the only available data is related to the historical demand of spare
items or repair records [132].

Demand for components is in many cases due to some kind of failure of equipment. Therefore predicting
demand is almost equivalent to predicting failures for the forward logistics. This realisation forms the basis
for reliability based forecasting (or condition based forecasting). This forecasting method is based on the
state and conditions of the component to predict when failures should occur. Therefore, this technique has
no issues with changing operating condition as it takes these into account, if the operating conditions change
then the demand forecast can be easily updated according to the new conditions. Through the advancements
in technology in recent years it has been made possible to monitor the condition of components real-time
and therefore obtain real-time forecasting of failures, which is also known as prognostics and promises great
potential [17, 45].

The other form of forecasting is based on time series. This form is the more traditional method of forecasting
where it only uses historical data as a basis for the forecasting. An example is analysing the Mean Time Be-
tween Removals (MTBR) to achieve an average MTBR, which is used to predict the demand. Many techniques
have been developed and used over the years that are still being used for inventory control [11, 50, 114]. Cros-
ton (1972) developed a special technique that is especially use full for intermittent demand, as the case is
within the MRO industry [22].To increase the accuracy of forecasting he proposes to separately forecast the
demand quantity and the demand inter arrival time. Based on this idea other contributions have been made
which have been reviewed by Teunter and Duncan (2009) to assess their relevance.

A (newer) technique that has received relatively little attention but is worth mentioning is one that is based on
maintenance planning information [31]. Maintenance activities often lead to increased component demand
as a result of planned inspections to the components. These inspection might results in parts that are not
serviceable and require repair. Therefore maintenance planning can be used to increase demand forecasting
by assuming that the demand of a spare part is a function of maintenance operations and other variables [51].

3.1.2. Time Series Forecasting methods

There are many different forecasting models and methods, each having their own specifications which have
been adjusted for a specific application. The forecasting techniques that are of interest for the MRO industry
are the ones that deal most effectively with the same demand behaviour as in the MRO industry, namely
intermittent demand. There have been various studies comparing different forecasting techniques related to
the MRO spare parts intermittent demand patterns [35, 98, 125]. This subsection will provide a brief overview
of the time series based techniques that have shown the greatest potential or has come best out of these tests
and evaluations that performed best in the comparison. Time series based techniques only take into account
the historical data of demand as reference without further analysing the reason behind the demand [11].

Exponential Smoothing

Exponential smoothing has proven to be a robust and simple forecasting method which is popular in business
for these reasons. However, this method should be used for smooth demand and is lacking for lumpy and
erratic demand if compared to the other methods [7]. Nonetheless exponential smoothing forms the basis for
other methods, like Croston’s method, and will therefore be described [140]. Exponential smoothing methods
is similar to the weighted moving average method. The weighted moving average, as the name suggest, bases
its forecast on the average of the amount () past values of which each has been given a weight. For example,
if only the last three values are taken into account and an average is determined, i.e. m = 3 last three values
with following weights: (t-1) 0.5; (t-2) 0.35; (t-3) 0.15). Unlike the moving weighted average, where only m
values are taken into account exponential smoothing takes all past values into account of which the weights
decay exponentially into the past. In other words the more recent values are given a higher weight, while
not completely ignoring older information [52]. The exponential smoothing forecast method looks like the
following:

Fm:ayt+a(1—a)yt_1+a(1—a)2yt_2+... 3.1
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where «a is the smoothing constant and is a value between 0 and 1, where values closer to 1 give higher weights
to the most recent value.

Croston’s method

Croston’s forecasting method has specially been made to deal with the difficulties in forecasting intermittent,
more specifically lumpy, demand. Lumpy demand is characterised by highly variable demand quantity and
interval time between demands, see subsection 2.3.2. Therefore, Croston’s method is based on the idea to
split the two and have a separate forecasting for the demand quantity and demand interval time and then to
combine the two forecast [22].

Croston’s method splits the historical demand data into two series. One series which represent the non-zero
demand values (i.e. demand quantity) and the other series the inter-demand time between two consecutive
non-zero demands (i.e. time period between demand). These two series will be independently used for
forecasting using exponential smoothing. Subsequently the combination of the estimates of demand size and
interval provides the estimate of mean demand per period. Let I(f) be the smoothed estimate of the mean
interval between nonzero demand, S(¢) be the smoothed estimate for the demand quantity of a nonzero
demand, g be the time interval since the last nonzero demand, and X(¢) the observed demand in period .
Then Croston’s method is as following in equations [140]:

for X(£)=0: S(©)=S(t-1); I(t)=I(t-1); g=qg+1

else,
St)y=aX()+(1-a)S(t—-1) 3.2
IH=ag+1-a)I(t-1)

q=1

These estimations are only updates when demand occurs. When demand occurs the estimate of the mean
demand per period is given by M () = S(¢)/I(t) where M(¢) is the mean level of demand at time ¢. Croston’s
forecasting method has performed significantly superior to exponential smoothing under intermittent de-
mand conditions [35]. Since Croston’s introduced this method in 1972, modifications to the original method
have been proposed by other researches to improve the technique [69, 116, 121]. Furthermore also hybrid
models have been proposed that combine Croston’s method with other methods such as bootstrapping and
others[51, 100]

Bootstrap Method

Bootstrap method was introduced in 1979 by Efron, which introduces the sampling of values from the histor-
ical value observations [33]. The bootstrapping technique estimates the distribution of lead time demand by
repeatedly sampling demand times from the historical demand values. This sampling can be done in many
different ways such as sampling with or without replacement and random sampling in time or restricting the
sampling to specific (successive) months [125]. Applying bootstrapping naively would result in ignoring auto
correlation in the sequence and produce forecast that are the same numbers of historical demand values but
in a different sequence. Willemain et al. (2004) proposed a modification of the traditional bootstrapping to
take into account three features in intermittent demand: auto correlation, frequent repeated values and rela-
tively short series, aspects which often occur in spare parts demand [140]. After comparison, Willemain et al.
concluded that their modification results in achieving higher forecasting accuracy. Although their results re-
ceived some criticism, bootstrapping provides an interesting alternative to the mentioned methods and has
shown to increase accuracy, especially in cases that have short data history [7].

3.1.3. Artificial Neural Networks & Machine Learning

Traditional time series forecast can fail on misjudging relationships of dependent and independent variables,
fail to make data transformations, and lastly may not or inadequately capture nonlinear patterns in data [41,
65]. Artificial Neural Networks have benefits that can overcome the mentioned limitations. These network
represent the human brains which has many interconnection between nodes, where it learns associations
and behaviours over time. Through training procedures these ANN can provide good approximations of any
relationship and capable of also capturing non-linear patterns [129]. However in order to do so ANN need to
learn and the training algorithms require huge amount of data.
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ANN can be compared from a mathematical point of view to the role of stochastic approximation tools for
functions with complex variables that map a set of input variables to a set of output variables [65]. These
network consist of three layers: input layer, various hidden layers, and an output layer (see Figure 3.1). The
task of the input layer is to pre process the input values, which may include scaling or normalisation. In
the hidden layer the main process takes place where the output will be connected to the output layer where
post processed in output values. The connections between the layers are designed in such a way that each
element of the previous layer is connected to each element of the next layers. Each connection represent
a relationship and has an associated weight. Through a learning process, which is supervised, each of the
element connections are given appropriate weights according to the data. These weights are determined in
the learning process where a set of input variables should results in the required, known, output. At first the
values of weights are random but are adapted in each iteration in order to reduce the total value of the network
error [65]. There are three stages in ANN modelling which are training, validation and testing [105]. In the
training phase the relationship between input and output values is being learned, where in every iteration
the error is being reduced. In the validation stage the weights of the best solutions are saved. At the end of
the two stages the performance of the (new) model is being tested to new data values.

ANN have been tested and compared to the traditional time series method and have shown better perfor-
mance in some instances [41, 65]. Also, there are instances where ANN has been combined with time-series
forecasting methods such as Croston’s which resulted in improved results [105].
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Figure 3.1: Example of neural network model for lumpy demand forecasting [41]

Machine Learning
As discussed in 2.4.4 Machine Learning (ML) is a method in which the computer learns the behaviour of a
data set and is able to make predictions based on what it has learnt. ML allows the computer to analyse the
data and find relationships between the input variables and the output in an order that best represent the sys-
tems. Machine learning therefore can semi automatically process data and extract information and insights
from it. ML is semi automatic as it still requires many decisions and processes done by the programmer, such
as choosing the corrects algorithm/model or transforming the data into a correct input form. As mentioned
in 2.4.4 there are three categories for ML, namely supervised learning, unsupervised learning and reinforce-
ment learning. Figure 3.2 provides an overview of use cases for each ML category. Here the focus will be on
supervised learning as the goal is to be able to predict the demand based on the input [82]. Based on the data
set available a choice can be made between the different algorithms. These algorithms are briefly described
below:
¢ Linear regression: as the name suggest, this algorithm will try to identify a linear relationship between
the independent and dependent variable through mapping of the two variables and forming a regres-
sion line. This method can also be applied to multiple variables.

* Logistics regression: this algorithm has a binary output. The methods used are similar with linear
regression, however the output is transformed into an 1 or 0 (yes or no), based on a function.
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¢ Decision tree: as the name suggest a decision tree is made based on attributes from the data set. The
decision tree structure can both be applied for classification and regression problems where only the
outcome is different. Within the decision tree the outcomes are different based on the chosen path.
The best attribute is placed at the top or root of the data set, continued by other decision of attributes
further down.

¢ K-nearest neighbours: this is a method that predicts the outcome based on the K nearest neighbours.
It predicts the outcome, can be a classification, based on the majority of the k closest neighbours. Ba-
sically it stores all the training data in a grid and for a new data set determines the classification based
on which classification appears most often in the neighbour.
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Figure 3.2: Machine learning categories with respecting use cases [41]

3.1.4. Reliability Based Forecasting

Prognostics, or condition based monitoring, monitors and analyses systems or components health to assess
degradation trends and determine the remaining useful life [118]. Prognostics can be a basis for forecasting
as it monitors components and their conditions. If the conditions of the component are known these can be
used to estimate when the component is likely to fail. Forecasts are based on these calculations as they take
into account the system current health status, the conditions and lifetime or failure cases and calculate the
time until failure, see Figure 3.3 [14, 17]. The challenge might be that there are multiple failure causes which
leads to multiple variables needed to be monitored and calculated for the forecast. The advantage of this
forecasting method is that the failure or demand is predicted beforehand, thus that the failure of a component
can be prevented. This benefit arises from the fact that specific components are monitored in such that
demand is known on an individual bases upon which can be acted. Based on the prediction extra services
or optimisation can be performed to reduce the total cost of the repair, such as replacing the component
earlier by planning a maintenance check [17, 132]. Through the health monitoring of specific components
extra services can be provided based on the forecast that improve also other aspects and service of the MRO
provider. Other benefits of prognostics is that it improves the system design and development by using the
information from the data analyses for improvements to the components; based on the data it can optimise
systems regarding logistics or operations; extends service life of components; and improves the inspection
of components through data and reduces no failure found scenarios [118]. However, prognostics is hard to
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implement due to the following challenges: high set up costs for components; requires components to have
sufficient sensors in place; huge data to be analysed every time; and analysing behaviour to be able to predict
failures is hard and not always yielding results [118].

il

i) 4=

[ }-'l: TEail.s )

|

Figure 3.3: Illustration of the prognosis result of a component being monitored, where the prediction is based on the monitored values
of a component [132]

3.1.5. Conclusion Forecasting

Forecasting demand can minimise inventory costs while also reducing the risk of unavailability of compo-
nents. However, only about 10% of airlines use forecasting, the rest bases their operations on experience [98].
There is a gap between theory and practice for forecasting techniques. The research that has been conducted
in forecasting in the MRO industry focuses on forecasting component requests. This forecast focuses on the
front end of the SC regarding the forward logistics. Research into forecast for the reverse SC to determine de-
mand at different stages is lacking, to which this research will contribute, based on the available studies. From
the literature time series methods and machine learning methods could be applied to the available data. The
information and insight used from the analysis could subsequently be used for the predictive model.

3.2. Process Improvement Theories

The MRO industry has a complex SC due to the many different components, interdependencies, regulations
and time sensitive operations. An aircraft consist of many different kind of components which each have their
own characteristics and failure modes. Beside the components, also the demand varies heavily in time which
further adds complexity to the SC. To improve the efficiency of operations and processes in the SC, different
process improvement methodologies or theories can be applied. Examples of these theories are Lean, Six
Sigma and theory of constraints. Each of the theories has their own characteristics and methods to measure,
analyse and improve business operations which could be used to improve the MRO CS SC. This sections will
give an overview of some theories and describe their characteristics in order to assess their usefulness for this
research.

3.2.1. Lean Manufacturing Theory

Lean manufacturing principles are widely known in the industry and academic world since 1990 when ini-
tiated by Toyota [141]. Lean theory is characterised by the focus on increasing value added activities and
removing waste from the processes. Lean has been a popular theory ever since in the manufacturing indus-
try for continuous improvements of the production lines. Lean has five core principles which help to improve
the processes[141]:

1. Specity value
2. Identify value streams

3. Establish flow throughout the process
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4. Introduce a customer pull system

5. Pursue continuous improvement until perfection.

Waste has to be identified in the operations as the operations which are non-value adding to the customer.
The goal is to reduce these activities while increasing the value adding operations to create fast flow through
the processes. Waste can be categorised in the following eight forms resulting in the acronym TIMWOODS
[122]:

¢ Transport - movement of people, products or information

 Inventory - storing of parts or components

¢ Motion - motion of tools, reaching, lifting, etc.

* Waiting - queues resulting in waiting times where product or action is doing nothing
* Over production - producing more than is currently required (demand)

¢ QOver processing - higher precision’s that are unnecessary

¢ Defects - defects leading to scrap or repairs

* Skills - under utilisation of skills or not having adequate skills for the job

Lean theory is focused on creating flow through the processes by specifying and eliminating waste from the
processes. After specifying the value and identifying the value stream the non value adding processes are
identified and marked as waste. These entire process will be analysed to see where improvements can be
made to reduce waste. This is done on a continuous basis in the pursuit of perfection. Various ideologies are
strived for in Lean which remove waste. For example, the customer pull system avoids unnecessary storage of
inventory and over production. Furthermore, value can be added to the processes by utilising specific skills.
Another principle is to create one piece flow to avoid waiting times and unnecessary motion, and to be able
to deliver products fast.

3.2.2. Six Sigma

Six Sigma concept are related to the variation of processes which results in problems in the SC or business,
developed by Motorolla in the 1980’s [93]. A high variation of processes leads to a higher percentage of defects.
Defects are outputs of the system that do not comply with the customer requirements or expectations. Six
Sigma aims at reducing the variation of the processes to achieve a lower chance of defects in the system.
The name Six Sigma refers to a statistically derived performance target of the theory which indicated only
3.4 defects for every million opportunities [122]. Six Sigma is therefore a method associated improving the
quality of processes by reducing the variability through the use of statistical tools and data. The reduction
of variability results in a better grip on the processes and better control of the output of the system. This
reduction also leads to less defects and better flow in the chain as there are less problems generated by a
particular process. Six Sigma follows a cycle that is based on the plan, do, check and act cycle for continuous
improvements. The methodology often used is the Define, Measure, Analyse, Improve and Control which
results in the acronym DMAIC. Six sigma has a few key concepts, when combined, produce the improvement
of business and quality. These concepts are the following[84, 93]:

1. Creating feedback - to evaluate the output of a system and act on it
2. Reduction of variation in processes - measure and reduce the variation of processes
3. Improvement strategies - use of different strategies to reduce variation

4. DMAIC methodology - follow methodology for continuous improvements of different processes to
reach Six Sigma performance target

All in all, Six Sigma is focused around reducing the variability with the goal to provide a constant process
output which meet the customer expectations. The reduction of variability means that the process will be
steady and the output will not be a limiting factor to the rest of the chain. These improvements also result in
effects such as less waste, faster throughput times and improved quality of products.
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Table 3.1: Overview of comparison between Six Sigma and Lean [84]

Lean Six Sigma
Objective Eliminate waste Reduce Variation
1. Identify value 1. Define
2. Identify value stream 2. Measure
Phases 3. Flow 3. Analyse
4. Pull 4. Improve
5. Perfection 5. Control
Primary Reduced flow time Reduced variation in output, less defects
effects
Less variation Less waste
Secondary Less inventory Less inventory
effects Improved quality Improved quality
Uniform output Faster throughput

3.2.3. Theory of Constraints

The Theory of Constraints (TOC) aims to help identify the most significant limiting factor, also referred to as
a constraint or bottleneck, which affects the goal of the company. After identification of this constraint, the
goal is to systematically improve this constraints until it is no longer the limiting factor to the overall process.
The identification of the constraints in the overall process is key to this theory. After identification of the con-
straints, the focus will be at the biggest bottleneck/constraint as elevating this constraint will yield the best
improvements on the output of the overall process. The ideology is that investing in removing constraints will
generate better results than investing in improving other, non-constraining, processes. Therefore in order to
reduce the total throughput time in the overall process, the bottlenecks should be examined to eliminate/el-
evate it and enabling better flow. To achieve this, TOC follows a five step cycle for process improvement:

* Identify the constraint - identification of the (most) limiting processes within the whole chain of pro-
cesses that are obstructing the company from reaching the goal. These can be both physical as non
physical processes.

¢ Exploit the constraint - aim to achieve the best possible performance from the constraining process. If
the process is working at maximum capacity, the effects of it are minimised on the rest of the chain.

* Subordinate & synchronise to the constraint - review of the other processes to make sure they are
aligned to the constraint

» Elevate the performance - if the constraint still is a limiting factor, the results can be improved by taking
more drastic approaches such as investing in new equipment

* Repeat the process - once the constrain has been resolved, these steps are repeated for the next (limit-
ing) constraint in the overall process

It is important to note that TOC ensures that the company does not waste its time and resources by con-
centrating on improving the non-constraints as it does not provide significant benefits. TOC ensures that the
company maintains a precise and sustained focus on improving the constraint that has been identified as the
bottleneck to the overall process and then moves on to the next.

3.2.4. Lean Six Sigma

Lean Six Sigma is the combination of both, Lean and Six Sigma, theories and is aimed at combining the
theories to complement each other to achieve even bigger improvements [122]. Both theories follow similar
steps, however the big difference is the focus of each theory (see Table 3.1).

Where Six Sigma focuses on reduction of variation and defects, Lean focuses on reducing waste and increas-
ing flow and value. These methods on themselves will improve business to some extent, however when com-
bined they will give greater effects. The two theories combined will focus on both quality and speed to make
the whole process more efficient and fast. The synergy between Lean and Six Sigma is because speed and
quality are linked to each other, focusing on one will only get so far (see Figure 3.4). Lean Six Sigma the-
ory therefore focuses on increasing process performance that will result in improved customer satisfaction
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by looking both at quality and speed. Lean Six Sigma uses the same DMAIC methodology as in Six Sigma
to structure the improvement projects. The methodology used in this research is a variation based on the
DMAIC cycle of Lean Six Sigma.

Lean and Six Sigma Are Required to Achieve Lowest Cost

Present
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Mon-Value-Add Cost

B
4 Lead Time

002 55 (Weeks)
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Defect Percentage 0.05

Figure 3.4: Graphical presentation of the results of Lean, Six Sigma and Lean Six Sigma

3.2.5. Business Process Redesign

Business Process Redesign is a process improvement theory that has a different approach than the men-
tioned others. The redesign focuses on the fundamental rethinking and radical redesign of business pro-
cesses to achieve big improvements in the performance [42]. Unlike the other process improvement theories,
which work by continuous incremental improvements of the processes, this approach takes a more radical
approach. The redesign focuses on the fundamental of the business and has the freedom to redesign the
entire process without being constrained by the current process design, equipment or other limitations. The
advantage of this approach is the ability to eliminate waste and remove multiple constraints from the entire
process by designing new improved processes. The downside to this method is that it is a heavy investment
of both time and money in the project. Furthermore, the new redesign of the processes has the downside
of new processes that still have to be proven. For example, some ideas might not work or the aligned of the
processes or systems need to be improved etc. Therefore, the redesign of business processes is mostly only
applied when facing heavy challenges that require to be radically improved to be able to stay in business (e.g.
outdated processes/technologies not equipped with handling the competition or expected growth) or when
the opportunity arises in case of movement to new locations. Before starting the redesign process, questions
regarding the company and it values need to be answered [92]. Questions such as what is the goal of the ac-
tivity and why is it performed the way it currently is. These questions forces people to critically and tactically
look at the processes. By asking these questions the goals, current way of working, assumptions and limita-
tions of the processes and business will be clear based upon which a new redesign can be made. The goal of
this redesign is to make drastic improvements that remove as many limitations and constraints as possible to
ensure the company to reach it goals more efficiently with improved customer and company’s satisfaction.
The business process redesign follows a five step cycle to find the best solution for the redesign [24]:

1. Develop business vision a process objective: find business core values, goals and vision, create man-
agement commitment, prioritise objectives and set stretch targets

2. Identify processes to be redesigned: identify the critical or bottleneck processes that need to be re-
designed, create a business understanding

3. Understand and measure existing processes: identify and analysis of current problems and processes
to create insight in the processes, set a baseline, set targets and objectives of the redesign

4. Redesign of the processes: based on the current state analyses and understanding of the company
values/goals, to brainstorm and create new processes (incorporating new technologies) which reduce
costs, waste and increase speed and satisfaction to reach the company goals
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5. Design, prototype and implement process: prototype the new redesigned processes and run simula-
tions and tests to ensure correct functioning. Finally the implementation and evaluation of new the
redesigned process in the company

3.2.6. Lean Implementation in the MRO Industry

The MRO industry currently has to deal with a substantial expected growth rate of components [54]. Mean-
while, they also have to deal with increasing customer demand and competition in the industry [4]. This leads
to the aviation MRO industry having to find ways to reduce their lead times and improve quality which is vital
for survival in the aviation MRO industry. One of these methods that have been widely used is implementing
Lean operations in the business. This subsection provides an overview of the state of Lean implementation
in the industry to see how far the implications of Lean have gotten and what areas remain to be investigated
and improved. First of all, it has to be noted that Lean implementation within the aviation MRO industry
is behind compared to other industries which have already established Lean principles over time [5]. The
Lean principles are directed towards the reduction of waste which often cannot realise the goals set by the
organisation itself. Therefore it has been recommended that the Lean principles have to be understood com-
prehensively and combined with other strategies, such as Six Sigma, to provide successful implementation
and results [4]. Research has found however that Lean implementation can result in big gains up till 80%
reductions in lead times [25, 115]. Literature points out that the MRO industry by itself has some inhibitors
that inhibit the principles of Lean [4]. These inhibitors are, for example, difficulties in demand forecasting
that results in higher inventory levels to meet service levels. All in all, this results in the MRO industry being
behind in the Lean implementation compared to other industries.

3.2.7. Conclusion of Process Improvement Theories

The tools and theories mentioned will be taken into account and used to investigate the current state of the
MRO supply chain. This research will look into ways to identify where and how data/information produced
in the supply chain can be used to improve the integration, control and coordination within the SC. In order
to do so the various theories will be used in this research. First an adaptation of the Lean Six Sigma method-
ology is used for this research which has been changed to incorporate the a new design and evaluation of the
redesigned process. Furthermore various tools from the theories will be used for analysis and identification.

3.3. Flexible Planning of Resources

There are many industries that are subject to strong fluctuations in customer demand that cannot be pre-
dicted in a reliable manner using today’s forecasting techniques[139]. In these cases reactive and flexible
planning strategies could be used to improve supply availability and efficiencies in the SC. Flexibility in this
sense is considered to be the measure of ability to adapt to changing environmental conditions [139]. Con-
ventional rigid and fixed plannings are based on the average expected demand load over a longer time. How-
ever, the actual demand load on a daily or weekly basis varies, especially in a volatile market, resulting in
unwanted effects. These effects can be the under utilisation of employees due to lower demand or having too
high demand load which the employees can not handle. In the case where there is too much demand for the
employees to handle this leads the creation of buffers thus waiting times. Furthermore, the chance of making
mistakes in the processes are higher when the demand is (too) high. Adapting a flexible planning to increase
responsiveness to demand fluctuations can increase the labour utilisation and overall lead time.

3.3.1. General Strategies

In literature there are in general three different adaptation strategies, namely emancipation, synchronisation
and partial emancipation, see Figure 3.5, for the manufacturing industry. With emancipation the production
volume is not coupled with the actual market demand. This can be seen as the rigid planning in which the
capacity is planned on an average and is not adapted to the demand. The advantage of emancipation strategy
is low costs of change and consistent production capacity. In the case of manufacturing industry a constant
manufacturing volume might in the end match the total demand, as in periods with lower demand the pro-
duction produces more volume that is required which is used in times where there is higher demand. The
second strategy is the synchronisation strategy in which the production capacity is matched to the current
demand load. The advantage of this strategy is that their demand is matched with capacity and therefore
their high utilisation rate and no creating of buffers. However, the disadvantage are high costs of change
and adaption to the changes in demand. The third strategy is a combination of both methods and adapts
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its capacity in certain periods to the demand. In this case after a certain time, the capacity is being revised
and if necessary adapted to demand. The duration of the time period of changes depends on the volatility of
demand and the choices within a company:.
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Figure 3.5: Graphical description of the three general adaption strategies [139]

3.3.2. Workforce Planning

Studies have been made into the single- and multiple shift scheduling possibilities [47]. With single shift
scheduling, there is only one shift a day in which employees are planned. Multiple-shift, as the name suggest,
has multiple shift during a day such as night, day and evening shifts. Multiple-shift planning are typically used
in cases where downtime is the leading costs. In these case the faster a product is repaired or produced the
better results and profit, thus working around the clock. These two scheduling types could be further divided
in four sub categories [47]. The first sub category being regular work schedules which has five work days per
week, while compressed work schedules have three or four. Furthermore, hierarchical work schedules occur
when different level of authorities are introduces, for example worker A is able to perform job X while worker B
can perform job X and Y. Finally, annualised hour schedules are not limited to a weekly number of work hours
but based on a fixed annual amount of work. Each of type of planning has their own contractual agreements
and therefore constraints with regard to planning. There have been multiple studies that looked into optimal
decisions making with regard to these different type of scheduling to find and optimal solution [47]. Different
studies generally propose a mixed integer linear planning model that incorporates the constraints and other
factors to produce an optimal solution.

3.4. Conclusion

Based on the literature it becomes apparent that there are two main methods for forecasting demand. One
method is mainly based on forecasting based on time-series data, which are the historic demand patterns and
focus on the statistical analyses of this data. The other method that has received increasing attention and
popularity through the years is reliability based forecasting. With reliability based forecasting, the forecast
takes into account the state of an item and the conditions it is subject to, to forecast failures or demand. There
are many variations in each forecast method with their specific use cases. In this research a different approach
to predicting the demand will be taken. The transport times are analysed and combined with notifications
of shipments to forecast the arrival of components. The analyses of the transport times big data will form
the basis for a forecasting model. If the forecasting model is successful and accurate enough this would
yield big advantages for the supply chain regarding service, availability and efficiency of operations. During
this research various methods originating from business process mapping will be used to map the current
processes in the SC. Furthermore, this research will use a simulation model to evaluate different strategies
and compare the results. On these simulation model new strategies will be used that are based on flexible
planning of resources to maximise performance. The new control strategy will use feedforward control based
on the outcome of the predictive demand model.






KLM E&M Component Services Supply
Chain

This chapter will describe the current state of activities and operations at KLM E&M CS. It first presents an
overview of the overall supply chain with greater detail, including the stakeholders and IT systems involved.
This is followed by zooming in on the focus area of this research which is the US return flow of components
between the customers and the LC. Finally, the data required for this research is collected and its reliability
tested before being further analysed in the next chapter.

4.1. Supply Chain

In this section, the SC of KLM E&M components services, see Figure 4.1, will be further analysed. The start of
the SC is chosen at the moment a customer requests a component from the MRO provider, KLM E& M. The
customer can be for example an airline like Virgin Atlantic or a part of an enterprise like KLM line mainte-
nance or Air France industries.
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Figure 4.1: Overview SC of Component Services

The customer files a request through an online interface called AeroComponent. AeroComponent is part of
the larger IT platform, AeroXchange (AEX), which forms the interface between customers and MRO service
providers in aviation. Through AeroComponent, the customers request the SE component and submit details
about the conditions and reasons for request/removal of the US component that is going to be sent back.
There are different types of general contracts between customers and KLM E&M, which are described in
section 4.1.2.

The next step is for KLM E&M to acknowledge the request and process it. Once the request is acknowledged,
the MRO provider looks into contracts, inventory, and open request to determine the actions. These actions
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can be accepting the request and send the component if inventory is available. When there are no spare
components available, an approach could be to buy or lease components if the request is urgent, or just wait
for components to be repaired. There are different type of request and level of urgency per request. The re-
quest types at KLM E&M are forward exchange, stock replenishment and exchange. The difference between
forward exchange and exchange is that with forward exchange the customer can already send back the US
component as it does not have to wait for the SE component. Furthermore, different priorities can be given
to the request which are processed in the following order: Aircraft on Ground (AOQG), critical, stock replenish-
ment and planned. These priorities correspond with a certain time period in which the MRO provider has to
send the SE component if the request is accepted.

When the request has been accepted, the SE component is retrieved and sent from the Logistic Centre (LC)
to the customer by a freight forwarder. KLM E&M has multiple logistical centres around the world to provide
fast and efficient services. These LC'’s are located in Amsterdam (for Europe and the Middle East), Miami
(America), Kuala Lumpur (Asia) and Shanghai (China). The LC in Amsterdam (AMS) is considered the main
logistical hub. Each logistical centre has its operations, stock, and customers from which they receive and
sent components. Between the different LC around the world transfer of components occurs when necessary
for inventory or repair jobs

The return of the US component depends on the customer, contracts, and the nature of the request. For
example, concerning replenishment of the main base kits, the customer has already exchanged the US com-
ponent for a SE component and thus can sent the part back at the same time the request has been filled in.
In other occasions, concerning components that are not in stock, the customer will have to wait until the SE
is received before sending back the US. Once the US component is removed from the aircraft, it is sent back
to the logistics centre of KLM E&M by a freight forwarder which varies depending on the contract.

The components arrive at the logistics centre at unknown times as KLM E&M is not tracking the shipments.
Once the US component arrives at the LC, it is first handled by the freight forwarder of KLM, Bolloré. Bolloré
handles, besides transport of components, the customs requirements of components before handing them
over to the expedition of KLM E&M. After the shipment has been handed over to KLM expedition, they are
labelled with RFID tags to be able to record and track the internal movement of each component. After
labelling, the components are handed over to the designated Repair Administrator (RA). The RAwork in teams
that handle all the components from one type of aircraft. There are four teams at the AMS LC, one for the
Boeing 737, 747 and 787 type of AC separately and one team for both Boeing 777 and Airbus A330 combined.
The RA is responsible for inspection, making Repair Orders (RO) and Proforma Invoices (PI) for each US
component. The RA checks and processes the documents sent with the component and the KLM IT systems
to create RO and PI. Once these have been printed, the US component is sent on its way to a repair shop
(either external vendors or internal shops). Figure 4.2 shows an overview of the processes at the LC for the
inbound US components at the LC.
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Figure 4.2: Schematic overview of the process steps of the return US flow until the repair shop

The transport between the LC and the repair shops is handled by Sodexo for internal transport at KLM E&M
and by Bolloré for external transport. Once the component arrives at the repair shop, the mechanic inspects
the component and the documentations to check and determine the work scope of the repair job. If the
documents match the component, the repair is conducted. When finished, a repair report and invoice is
made by the mechanic for the modification and repairs performed and the component sent back to the LC of
KLM E&M.

Finally, when the SE component arrives at the LC, it is again first handled by Bolloré for customs procedures
before handed over to the expedition of KLM E&M. Now the component is a SE component and has a different
process than before. In this case, the component is sent to the Inspection Incoming Goods (IIG) officer of KLM
E&M. The IIG perform a final check to the component with regard to the documents and repair job, which
includes visual and administrative checks and procedures. If everything is correct, the component is certified
as a SE component. The component is added to the SE inventory of KLM E&M and stored in the warehouse,
ready to be sent to a customer again. New components or consumables also enter the SC at this stage. The
newly procured components are checked before added to the inventory. The consumables on the other hand
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are processed in the inventory management systems before being distributed and used. Figure 4.3 shows an
overview of the processes at the LC for the inbound US components.
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Figure 4.3: Overview of processes in the LC for the SE component inbound flow

An overview of the lead times of the different stages in the reverse flow of components is given in Figure 4.4.
The figure shows the share that each part of the SC has on the total TAT. Most time is spent in repair, followed
by handling time at the LC and waiting time in buffers. The goal of this research is to ultimately reduce these
times by matching the demand to the handling capacity at different stages through predicting the demand.

Mean Std.Dev Max Min

TAT Reverse flow [% Total]

Process [days] [days] [days] [days]
US at customer 5,3 7,2 50 0
In Transport 4,3 4,8 49 0
In Handling 7,5 7,7 50 0
In Shop Buffer 5,1 7,5 95 0
In Repair 13,2 18,9 100 0
S Final Admin. 08 21 30 0
Total 36,2 23,2 179 5

External Repair [%] Total Mean Std.Dev Max Min
Process [days] [days] [days] [days]

UsS at

customer 5.9 7.7 50 0
In Transport 4.8 5.0 50 0
In Handling 7.1 8.9 83 0
Vendor 40.9 334 365 0
Total 58.7 35.6 370 7

Figure 4.4: Overview of mean TAT with standard deviation of the reverse flow in the SC

Figure 4.5 shows the VSM-information of the processes from the moment a request has been made until the
part is stocked in the warehouse, visualising the processes and interactions in the SC.

4.1.1. Partnership Boeing

KLM E&M and Boeing have a partnership that increases the MRO services provided by both companies. This
program is called the Component Services Program (CSP), which is a joint pooling program of components in
Boeing 737 type aircraft to reduce maintenance costs. This program is based on large scale pooling arrange-
ments that generate benefits due to the economies of scale [61, 62]. The program allows customer airlines
worldwide to have quick access to critical components while reducing inventory and administrative costs.
Through this program, a shared component pool is created by components owned from both KLM E&M and
Boeing. The benefits of the program are reduced inventory holding costs, reduced lead times, increased avail-
ability and more [61]. However, the CSP program also causes a split in processes and ways of workings. The
CSP program has, due to the collaboration, slightly different procedures as opposed to the components that
are fully owned by KLM E&M. This translates to working with different systems and having a different flow
of components and teams to handle the components in the CSP program. This is also the case with the US
return flow of Boeing 737 type components, which have dedicated teams in the LC to handle the so-called
CSP (Boeing 737 type) components.

4.1.2. Contracts
There are different types of contracts between customers and KLM E&M that results in different agreements
and processes. There are three general types of contracts regarding the MRO services:

¢ Maintenance and pool agreement: KLM provides components on the basis of a forward exchange to the
customer. Components are owned by KLM when they are not build in the customer aircraft. Customers
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Figure 4.5: VSM - Swimlane overview of the processes in the SC from moment of request until restocking [21]

pays fixed fee per flight hour for the availability of the components.

* Closed loop agreement: KLM provides a full repair service of components that are owned by customers
but repaired and services by KLM E&M under this contracts. The original component is returned to the
customer after repair services which are based on the flight hours of the component.

¢ Time and material agreement: this contract is regarding components which are not under contract
but are repaired through KLM. The repair of the component is quoted and sent to the customer, after
payment the original repaired component is returned.

Beside the split in these three types of contracts it should be noted that each contract is different. The con-
tracts are closed based on negotiations which lead to all kind of different agreements. Even within one cus-
tomer multiple contracts can exist regarding components from different type of aircraft, resulting in different
processes.

4.1.3. Stakeholders
There are various stakeholder involved in throughout the SC of the MRO industry. Each part of the SC has a
different level of interaction with each stakeholder. The stakeholders on a higher level can be summarised by
the following:

* OEM of Components and aircraft (e.g. UTC, Honeywell, Boeing, ...)

¢ Customers (e.g. KLM, LATAM Airlines, Virgin Atlantic, ...)

* MRO Providers (e.g. KLM E&M, Lufthansa Technik)

» External vendors (e.g. EPCOR, Honeywell, ...)

* Aviation regulators (e.g. FAA, IATA, ...)

¢ Authorities (e.g. customs)
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¢ Third Party Logistics (3PL) providers (e.g. Bolloré, DHL, Sodexo, ...)

The three main stakeholders in the MRO SC can be specified in three groups: Customers, MRO provider, and
repair shops (see Figure 1.4). The customers vary between airlines (main group) and other service providers
such as the engine shop department of KLM E&M or AFI who file request separately. The MRO provider is in
this case KLM E&M which provides the customers their services. KLM E&M Component Services, operates
from alogistics centre where components are transport to, inspected, shipped for repairs, stored, and shipped
to customers. As mentioned earlier KLM E&M has four logistic centre around the world of which the main LC
is in AMS.

The repair of US components is performed at dedicated repair shops. These Repair shops require specific
certificates to be allowed to repair components to airworthy standards [77]. These certificates are issued by
aviation regulations and authorities. OEM manufacturers provide the necessary technical documentation
and instructions that are required for repair of components. The repair of components can both happen in-
house or be decided upon to be outsourced to an external vendor which include OEM of the components
such as Honeywell. KLM E&M has three in-house repair shops, shown below.

» Shop hub: repair of large mechanical components such as wheels, brakes, slides, and heat exchangers

e Shop MRO: repair of avionics, hydraulics and small mechanical components such as navigation re-
ceivers, displays, and integrated drive generators

¢ Engine shop: repair of engines and engine components

Besides these three main stakeholders, there is another crucial stakeholder for the SC, namely the freight
forwarder or 3PL for transport between the different stages of the SC. KLM E&M has Bolloré as its standard
freight forwarder for (international) transport outside of KLM and Sodexo for internal transport. Bolloré also
handles the customs procedures and declarations for KLM E&M regarding the components that going to or
originate from outside of Europe. Lastly, aviation regulators and authorities, like the FAA, have an influence
on the procedures and rules that have to be followed in the aviation industry but have have a small presence
on daily operations.

4.1.4. Overview IT Systems

Within the current SC of KLM E&M there are multiple IT systems used for different purposes and reasons.
These IT systems hold valuable information about different parts of the supply chain and need to be com-
bined to provide an integral overview and data set of the SC which can be analysed. The different IT systems
in place which are related to this research are described below:

e SAP - KLM E&M enterprise resource planning system that is central for administration of information
and tasks throughout the SC and repair processes. It contains information regarding requests, condi-
tions and status of components. This system is also being used for operations such as creating repair
orders and inventory management activities for consumable items used in the repair shops.

¢ AeroXchange - the IT platform which is being used as the interface between the customers and KLM
E&M. This platform has multiple smaller systems that are specific for certain aspects of the supply chain
such as procurement, exchange and repair. The platform that is used specifically within the CS SC is
AeroComponent. AeroComponent provides the interface for all the steps and information required in
the request and exchange of components. This data includes component removal dates, serial number,
reason of removal, flight hours, error messages, shipment and received timestamps etc.

* LINK - this is a system that is being used by Bolloré, the freight forwarder of KLM E&M. Bolloré offers
both shipping and customs services for KLM E&M. LINK is the logistics and tracking system used by
Bolloré and contains data regarding shipment timestamps. Information includes shipment-, arrival-
and delivery times, weight of shipments, addresses, etc.

¢ Connected Business Balanced Scorecard System (CBBSS) - this retrieves information from multiple
sources and combines it into one to create an overview of everything happening in the business. For
example it combines information from LINK and AEX together to provide an overview of both shipping
details and component details.
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» ScoreTrace - this is an application that is used within KLM E&M for tracking shipments internally
through RFID. The moment a shipment enters the expedition of the KLM E&M LC, the shipment is
entered in ScoreTrace and given a RFID tag to allow the tracking of the component at different loca-
tions within KLM.

* Spotfire - this is a visualisation application. This application allows for the real-time data analysis and
visualisation of the current states. It has multiple dashboards that are specifically designed for different
purposes within the SC. These dashboard use and process the information which is extracted from the
other mentioned IT systems.

* CROCOS - this is a system that holds all the (historical) information about the conditions, movements
and technical information of rotable (repairable) components.

* CSPnet / Colors - this is an enterprise resource planning system for the components from the Boeing
CSP program which is a joint venture between KLM and Boeing regarding components for the Boeing
737 type aircraft. It has the same functionalities and information as SAP.

4.2. Focus Area

The objective of this research is to investigate to what extend the data and information in the supply chain
can be used to improve the transparency and predictability in demand. Based on the demand, decisions
regarding planning, scheduling, inventory, and more, could be improved. This research will focus on the data
and information with regard to transportation times of components. To investigate the potential a Proof of
Concept (POC) will be conducted on the first part of the reverse supply chain, which is the return of the US
component from customer to the AMS LC. This POC will therefore focus on predicting the arrival times of
US components at the LC. This information regarding the expected demand could then be used to match the
capacity to the expected demand to improve efficiencies and reduce waiting times in the LC. This POC will
analyse the potential of predicting demand with a predictive model based on the analysis of transport times.
The results of the POC will indicate the applicability of the methods for the other parts of the SC as the model
is only dependent on transport times and can be widely applicable. Therefore, the predicting demand model
based on transport times will be generic and applicable to the other stages as well. Figure 4.6 shows the focus
area for this research and indicates the different areas where the model can also be applied.

Forecasting model based on transport times

SE . | .

Figure 4.6: Focus area of this research with indication of other areas (dotted) where the predictive model can be applied to

For this POC, two customers will be taken and further analysed. These customers are the one that have most
data points available and are Virgin Atlantic (hereafter Virgin) and Royal Air Maroc (RAM). The processes and
contracts will be further investigated, together with a search to relevant data regarding transport times. This
section will first look into the contracts of each customers. From the agreements it will further zoom in and
explain the processes and steps more detailed of the return flow of US components. Subsequently, the data
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systems that record data regarding the transport times of this part of the SC will be reviewed to see what data
and information they hold.

4.2.1. Customer Contracts

Both Virgin and RAM have different type of contracts with KLM E&M. These contracts specify agreements
regarding responsibilities of the return flow of the US components. The contracts and the respecting respon-
sibilities is separately discussed below for each customer, starting with Virgin.

Virgin Atlantic

Virgin Atlantic has two separate contracts with KLM E&M. There is a contract for components from the Boeing
747-400 type of aircraft and one for the Boeing 787-9 type of aircraft. These contracts play an importantrole in
the way the US component is transported back to KLM E&M as they clarify who is responsible for which part
of the transport. Figure 4.8 and 4.7 provide a visual overview of these the responsibilities regarding transport
for these two type of contracts, which are further described below.

For components from the 747 aircraft, Virgin is responsible for the transport to Schiphol Amsterdam. Schiphol
is the exchange point for the components and responsibility to KLM E&M. Virgin has employed a freight for-
warder, SAFE partnership, to handle the transport and logistics of the components from Virgin to Schiphol.
SAFE transports the components with KLM Cargo, which by itself ships components by air or road between
London and Amsterdam. At Schiphol the shipment is handed over to KLM E&M, which employs Bolloré as
freight forwarder for the last mile of transport to the AMS LC. Since Virgin is responsible for the transport
to Schiphol, this part of transport is not recorded in LINK. The only timestamps available for the transport
are AEX, when the shipment is submitted as ready and the moment the shipment is handed over to Bolloré
at Schiphol. Therefore LINK only contains timestamps of the transport between Schiphol and the LC. This
results in a gap of transport between Virgin and Schiphol.
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Schiphol (AMS)

Figure 4.7: Visual transport contract overview with indication of measurement points for the Boeing 747-400 contract between Virgin
and KLM E&M

For the Boeing 787 components the process is different as the exchange point from Virgin to KLM E&M is
London. Therefore, Virgin provides all the information and prepares the component for shipment. Bolloré
is notified and generally picks up the shipments at Virgin and is from there responsible for the transport to
the AMS LC. Bolloré transport the components with Sovereign, which is a 3PL that ships mainly by road but
in few cases by air depending on the urgency. Since Bolloré does the biggest part of transport, London to
Amsterdam, the transport time is better described in LINK. Therefore, the only gap in data is between Virgin
and the handover point, which is generally short.
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Customer Administrative Transport Handover polnt Transport Logistics Centre (AMS) Customs (Bolloré) Handover to KLM
procedures (AEX) (customer) Virgin —KLM Bolloré (KLM) Expedition
(London)

Figure 4.8: Visual transport contract overview with indication of measurement points for the Boeing 787-9 contract between Virgin and
KLM E&M

As is shown, components follow different paths depending on the contract. This leads to complexity in track-
ing shipments and variability in the way it is handled, recorded and transported. LINK is the tracking system
used by Bolloré to record the movement and transport of each shipment. However, LINK only records the
stages where Bolloré is responsible for the transport. This results in gaps in tracking the movement of com-
ponents. For example, components of Virgin are handled by multiple logistical companies depending on the
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contract and component (SAFE Partnership, Sovereign speed, Bolloré, KLM Cargo). This leads to different
transport methods and probably different transport behaviour as well. The validity and accuracy of the data
in AEX and LINK is verified later.

Royal Air Maroc

Royal Air Maroc (RAM) has even more types of contracts with KLM E&M. These contracts are for the follow-
ing types of AC: Boeing 737, Boeing 747, Boeing 787 and repair only contract (time & material). However, all
the different contracts have the same responsibilities regarding the US return flow of components, see Figure
4.9. All the contracts specify that RAM is responsible for the transport of the component until the exchange
point at Schiphol. For this transport RAM employs a freight forwarder, COPEX, to arrange it. COPEX seems
to transport all the components with RAM cargo services to Schiphol. These components are transported
by scheduled flights between Casablanca airport and Schiphol. The components have a Service AWB which
means that they are not booked for a specific flight but have to wait until cargo room is available. This in-
troduces a stochastic element in the transport process as the transport is dependent on the availability of
cargo space. At Schiphol the shipments are handed over to Bolloré, who handle the last mile transport to the
AMS LC. Same as with the Virgin 747 contract, Bolloré is only responsible for the last mile transport between
Schiphol and the LC, causing only this part of the transport being recorded in LINK.
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procedures (AEX) (customer) RAM — KLM Bolloré (KLM) (AMS) (Bolloré) KLM Expedition
Schiphol (AMS)

Figure 4.9: Visual transport contract overview with indication of measurement points for all contract types between RAM and KLM E&M

4.2.2. Return Process
Figure 4.10 shows an overview of the first half of the entire closed loop supply chain. This section elaborates
more on the processes of the reverse supply chain, starting with the customer.
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Figure 4.10: Process overview of the first half of the MRO SC of KLM E&M CS

Customer

The customer initiate’s the return of the US component by filling in the required details and conditions of the
component on AEX. AEX serves as the platform for communication between the customer and KLM E&M. In-
formation and details about the component, the state of component, the number of running cycles, descrip-
tion of the failure, and much more are manually submitted through AEX by the customer. More information
about the data entries in AEX is given later in this section in 4.2.3. After all the fields have been entered and
the component is ready for transport the customer marks the component as shipped in AEX. The component
is handed over to the logistics employee at the customers which puts the component at the outbound expe-
dition ready to be picked up. Multiple components can be shipped at the same time resulting in shipments
that can consist out of multiple components that are transported at the same time (i.e. on the same flight or
truck). Depending on the type of contract, the freight forwarder of the customer or KLM E&M handles further
transport details and picks up the shipment and transports them to the exchange point or the AMS LC.

Transport to AMS LC
The transport to the AMS LC consist of different segments, depending on the responsibilities in the contract.
For all shipments the freight forwarder has to request actual transport and fill in details about the part (e.g.
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weight, dangerous goods, dimensions) for the transport. After the administrative procedures have been fin-
ished the shipment is ready to be picked up for transport. Different transport methods (i.e. air and road)
have different requirements and different procedures. If the shipment is transport by air then the freight for-
warder has to provide and Air Waybill (AWB) and arrange transport to the air carrier where the shipment will
be transport with an available flight. For road transport the shipment will be picked up together with the
necessary documents (e.g. export/import documents). For the shipment by road, it will be transported to the
AMS LC where Bolloré accepts the shipment and continues the process (Virgin 787 components). However,
for shipments where the exchange point is Schiphol the transport includes an extra step (Virgin 747 and RAM
components). For these cases the shipment, mostly transport by air, is put on a flight to Schiphol where the
shipment will be loaded off. Once the cargo is unloaded, the consignee (Bolloré) is notified. Bolloré subse-
quently then picks up the shipment at Schiphol and transport the last mile delivery to the AMS LC. However,
Bolloré has an extra buffer location near the AMS LC of KLM E&M, where shipment are transported to and
temporarily stored. According to Bolloré this temporary buffer location is used at times where demand is
high and Bolloré requires the extra storage space to handle the demand. Once the shipments arrive in the LC,
Bolloré handles the customs clearances, if required, before handing the shipment to KLM E&M Expedition
employees. The timestamp of the delivery is recorded in LINK together with the proof of delivery. Figure 4.11
provides an overview of the processes steps described above.
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Figure 4.11: Overview of processes involved in the US return flow from customer to AMS LC with colour indication regarding physical
(orange) and administrative tasks (green)

Amsterdam Logistics Centre

Figure 4.12 provides a map of the LC in Amsterdam. Different areas have been identified which are of interest
for this research. First looking at the map it becomes clear that the LC also incorporates a warehouse where
the serviceable components are stored. This Warehouse is split into two sections. Furthermore, there is a
distinction between CSP processes and the other aircraft type of processes. In the top left of the map it is
visible that there is a dedicated area for components in the CSP program which are also handled by dedicated
teams.

When components have been cleared by Bolloré, they are handed over to KLM E&M expedition employees.
For each shipment the expedition employees have to follow a set of procedures. First, they check the details
of each shipment by looking up the purchase order in their data systems which are SAP and CROCOS. Inside
these systems they mark the arrival of the shipment. Furthermore, they print and pair a RFID tag with ship-
ment so that they can track the shipment internal movement in Scoretrace. Once finished, the shipments
are moved to the buffer of designated Repair Administrator (RA) based on aircraft type. These area’s for the
US components have been marked in the map in yellow, Figure 4.12, which are the drop off location of the
components from expedition. The RA subsequently takes one components from the buffer and starts its
tasks. The processes of the RA consist of manual checking the correct documentation of the component and
verifying that the serial numbers match. After confirmation, the RA proceeds to manually fill in the details
of the components in their respecting systems (Crocos and SAP) in order to make a Repair Order (RO) and
Proforma Invoice (PI). Also, if the components have not been marked as received at the AMS LC before by
expedition, the RA fulfils this step. After the RO and PI have been created the components is repacked and
ready for outbound transport to the repair shop. If during any of the process steps (expedition or RA) some-
thing appears to be missing or incorrect (e.g. documentation), the components are put in quarantine until
the issues are resolved by a troubleshooter. Figure 4.13 provides an overview of the processes steps described
above. The figure shows the difference between physical and administrative tasks in the LC. All these tasks are
currently performed after each other once the component is there. However, most of the administrative tasks
can already be performed based on data of the components. Therefore, it would be possible to split some of
the administrative tasks from the physical and perform them prior to arrival of the component in the LC. By
splitting the administrative and physical tasks, the lead time of the components in the LC can be reduced.
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Figure 4.13: Overview of processes involved in the US return flow from the moment shipment arrives in the AMS LC with colour
indication regarding physical (orange) and administrative tasks (green)

Planning LC

The LC is being planned and controlled in a reactive way. There is no forecasting method used to predict the
amount of shipments that need to be handled at the LC upon which the planning of capacity can be based.
The different type of employees involved in handling the US return flow are Bolloré, KLM E&M Expedition,
and RAs. These have currently a rigid and fixed planning of shifts. They all operate with 2 shifts a day and
through the weekend, with shifts regularly from around 07:00 to 15:00 and 15:00 to 22:00. Bolloré can, if
necessary, implement an extra team during the day to help out in cases of high demand. The RA are expected
to be able to have a capacity of about 7 RO per shift per employee or an average repair order creating time of 40
minutes. Furthermore, there are different teams in each shift who are responsible for their own type of aircraft
components, which are as mentioned before the the following: CSP program (Boeing 737), Boeing 747, Boeing
787, and Boeing 777 plus Airbus A330 combined. Each team has their own employees and processes that may
have some overlap. For example, the processes for the RA of Boeing 747 and 787 type are similar and therefore
can be completed by the same RA. This is the same for the processes regarding the Boeing 777 and Airbus
A330 type of aircraft. Components from the Boeing 737 type of aircraft are in the CSP program and therefore
require a dedicated team that cannot assist in the other teams.

4.2.3. Data Systems

This section is related to the data systems that contain relevant data entries for this research. Relevant data
is any data that contain important timestamps of transport and any factor that might have influence on the
transport time. The relevant data will be analysed in the next chapter from which the findings will be taken to
build a predictive demand model for the AMS LC. First, the related data systems will be discussed and their
relevant entries for this research highlighted. Then the data reliability of the certain entries will be tested to
determine which fields and timestamps should be taken for the data analyses.

Relevant Data Sources and Entries
The three systems that are of interest for this research as they contain relevant information about the trans-
port times are the following:
¢ AeroXchange: containing information about the component and timestamps regarding component
shipped and received. Datetime object contains both information about the date and the time of the
event. The data is manually entered by the customer (component shipped) and KLM E&M employee
(component received).

¢ LINK: containing information about the shipment specification and datetimes during transport. Data
is only recorded for the transport where Bolloré is responsible.

* CBBSS: file that combines the data from AEX and LINK to provide an integrated view of all data of
components.

These systems contain many data entries which are not all relevant for the US return flow of components. For
example, AEX also contains information regarding the request of the SE component and specific component
conditions. Therefore, it is important for the data analysis to reduce the data by filtering out unrelated data
field. Below a list is provided of the relevant data entries that can be analysed for this research. AEX has the
following fields that are of interest for this research:
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Contract type: specifies the contract under which the component is requested.

Part number: each type of components has a different part number. Components that have received a
modification (overhaul) have the same part number, but with an added dash and number that specifies
the version (e.g. 12345-2).

Description: description of the part instead of part number.
Order exchange number: an unique code per component request that is used as reference.

Request type: each request can have different request type as mentioned before such as stock replen-
ishment or forward exchange.

Unserviceable ship to location (e.g. AMS)
Hazmat: indication whether the component is specified as dangerous goods.

Datetime unservicable part shipped: timestamp (GMT) of the moment that the customer marks that
they have shipped the US part back to the KLM E&M.

Datetime unservicable part received: timestamp (GMT) of the moment that KLM E&M employee marks
the US component as received by KLM E&M.

Bill of landing/ AWB number.

Carrier name: name of freight forwarder that is responsible for transport of component.

Next are the relevant entries in LINK:

Purchase order: unique reference code per component, same as the order exchange number in AEX.

Shipper & consignee: information about who or which department shipped the component and the
consignee.

From & To: location from where the shipment departs and to where it is sent.
Shipment date: datetime (local time) of take in charge of Bolloré
AWRB creation date.

Actual departure date: datetime (local) when the aircraft (or sometimes truck) containing the shipment
departs towards the destination.

Actual arrival date: datetime (local) when the aircraft (or sometimes truck) arrives at the destination.
Actual delivery date: datetime (local) when Bolloré hands over the shipment to KLM E&M Expedition.
Transport method: indication of the method of transport (modality), i.e. air or road.

Master bill: tracking reference of the shipment (e.g. AWB).

Flight number: flight number on which the shipment is transport on.

Quantity: specifying the number of pieces being transport together in one shipment.

Weight: cumulative weight of components in one shipment in kg or tons, for example a shipment con-
taining 3 components weighting individually 2, 4, and 5 kg results in weight noted down as 11 kg for all
three components.

Service level: shipping priority given to a component.

Incoterm: contracted or agreed terms for transport, specifying responsibilities of the component dur-
ing shipment.

Finally the last system that contains information is CBBSS. However, CBBSS merges the two data systems, but
only adds the following entries to the AEX data file: all datetimes, shipper, consignee, departure-, and arrival
location.

Both systems appear to have valuable information and include relevant datetimes regarding the moment
the component is shipped and received. AEX seems to contain the two most important times regarding the
transport time as it record the moment the component is shipped and is received. However, the reliability of
these times have to be tested as they are the result of times manually submitted by customer and KLM E&M.
These times results from administrative procedures that might not represent the actual times the component
is shipped and received. LINK also contains important datetimes regarding the transport. However, it only
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records datetimes of the moments where Bolloré is in charge of transport. This results in gaps in the total
transport time of the component in cases where Bolloré is not entirely responsible for the entire transport.
Therefore, each datetime field should be further inspected to know exactly what moment the recorded date-
time represents. Both systems, AEX and LINK, have many fields that have to be filled manually. This manual
procedures leave room for errors to be made such as mistakes in typing or wrongly filled entries. Before
analysing the data it is important to determine the validity of the data and which datetimes are representable
for the total transport time. Therefore, first the validity of the information and data in both systems will be
examined in the next part.

4.2.4. Data Validation

First, the data from CBBSS is going to be checked as this would contain almost all the relevant data for the
analyses of the transport times. Afterwards the data entries in AEX and LINK will be checked to determine
the reliability of the data entries from those files. The validation of the data is going to be tested by manually
going through the entries and cross referencing with experts and the manual tracking of shipments with the
available tracking references.

CBBSS

The first check is to look at the data entries of the concatenated LINK file. Looking at the entries it becomes
apparent that for Virgin only 14.7% (333 out of 2262) entries of AEX have a concatenated LINK entry (for RAM
20%, 366 out of 1833). Within those entries there are also sometimes blank entries in one of the other recorded
timestamps (e.g. arrival date). This low match makes the CBBSS file unusable as it does not provide enough
data points. However, as the two files contain important datetimes and information of the transport, the files
are going to be merged manually and the results used for further analyses in the next chapter.

The merging of both data files is going to be performed based on the unique reference code that is used
in both systems. This unique reference code is first created by the customer and used in AEX under the
Exchange order number. Subsequently the same reference code is used by Bolloré for their data entry as their
purchase order number. The merger is therefore going to be taken based on a match on these references.
The time period taken for both files is approximately the first 6 months of the year 2019( 01/01/2019 and
01/07/2019). AEX has for this time period 893 entries and LINK 1100 entries. LINK has more entries than
AEX as it also contains some invalid entries that are a results of splitting shipments reference code (which
contain the reference code of all pieces on shipment), which also result in invalid entries being included.
After merging a match of 58.2% was obtained for Virgin (520 out of 893) from AEX, which is almost four times
higher as before (for RAM 59.7%, 483 out of 809 entries of 2019 in AEX). This merged file contains all of the
information from both AEX and LINK. Therefore, for the validity of these entries, the validity of each systems
is determined separately.

AEX

As mentioned before all the fields in AEX have to be filled in manually. Furthermore, there is a split between
the fields the customer and KLM E&M can fill depending on the responsible party. Therefore, if errors have
been made, these cannot be rectified by the other party when visible. The information regarding the US
components that is entered in AEX is therefore dependent on how these fields are filled by the customers.
The mentioned interesting fields from AEX have been analysed in this study to see the reliability of the data
entered. The validation of the entries is verified with customer support managers at KLM E&M.

First there is a contract type field, which has a drop down menu and therefore only predefined options avail-
able. This data does not include any mistypes and might only include few errors. This data is reliable as errors
are rare. Next is the 'part number’ which is an open field and therefore is somewhat less reliable as this has
to be filled in by the customer and consist of a sequence of numbers and letters where mistakes can easily be
made. The data entries in this filed have many different formats which makes it impossible to detect and filter
incorrect inputs. Therefore, the reliability of the data inputs cannot be measured and thus have to be careful
when taken into analysis. The reliability of the description field is the same as the part number, however this
field functions more as an informative entry than for analysis. Then, the order exchange number is another
open field which is filled by the customer. However, validation of this field is irrelevant as the only purpose
for this field is to match it to LINK. Request type is another drop down menu with predefined options where it
can be assumed reliable. The Hazmat field has to be filled with a yes or a no. However, this field appears to be
unreliable as for both Virgin and RAM the only entries are a no, while there are components that are specified
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as hazardous such as pressurised bottles or components with hazardous or dangerous substances. The fields
regarding the datetime of the US component shipped and received all include valid entries of date and time.
However, for this field it is important to test whether the datetimes represent the actual time of shipment
and receivement of the component. For the shipped time there is no way to verify this so it is assumed to be
correct to create a starting point for measurements. However, for KLM E&M this field is filled by employee
who check once in a while in their systems whether the components has been marked as received in the LC.
The datetime entered in this field therefore can contain wrong dates as the actual arrival date is not always
entered. Therefore the representability of the datetime in this field has to be tested, which is done later on.
Lastly, the AWB number and carrier name are open fields to be filled in. The AWB field is only filled with info
for Viring 747 components, however it is not availalbe in all cases. Lastly, the freight forwarder is only filled
for RAM, which specifies itself as the freight forwarder in all cases.

LINK

Same as with AEX, most of the fields are filled in manually, leaving room for mistakes. As mentioned above
the purchase order field can contain some invalid entries as this field originates from splitting the tracking
reference on the shipments which can contains multiple components and other (invalid) references. Many
other fields, however, contain information where mistakes are not likely, such as shipper & consignee, depar-
ture and arrival location which are all assumed to be correct. The datetime fields are, same as with AEX, filled
with datetimes. The representability of those fields with the actual times therefore have to be checked as well.
The transport method field is a drop down menu where either air or road can be picked. However, this field
proves to be unreliable as there are many instances where there are inconsistencies between the method of
transport and the flight number. The flight number is assumed to be true as it contains a specific number
that together with the master bill, that is used for tracking the shipments, proves to be true. This also proves
the method of transport field to be incorrectly filled in LINK and thus unreliable. The quantity of packages
per shipment is true as it corresponds accurately with the amount of different PO numbers in one shipment.
However, the weight that is recorded of the total shipments does not represent the weight of the individual
shipments. Furthermore, the weight is interchangeably entered in kg’s and tons (1000 kg’s). Lastly the service
level and incoterm are assumed to be correct as there is no way to validate this information.

Datetimes Validation

This section will determine which datetimes most accurately describe the physical flow. The validation and
verification of the times entered in AEX and LINK is checked through manual tracking of the AWB and other
tracking references where possible. For this test the manually merged file is taken where AEX and LINK date-
times are side by side. In this test the shipment time of AEX and LINK is compared, together with the depar-
ture and arrival times in LINK and a comparison between the actual delivery time in LINK and the shipment
received time in AEX. This should determine which datetimes mark the beginning and end of transport best.
This is done separately for the different type of contracts that have different agreements for the return of the
US component. Therefore this is done separately for the Virgin 747, Virgin 787, and RAM contracts (see 4.2.1).

Virgin 747

Virgin contract from Boeing 747 components specify that Virgin is responsible for the transport of the com-
ponent until Schiphol where it is handed over to Bolloré. For this part of the transport Virgin employs a
freight forwarder SAFE Partnership to do this transport. Therefore the data in AEX contain information about
the begin and end of the transport as indicated by the customer and KLM E&M. LINK contains information
about the last part of transport from the moment the package is taken in charge by Bolloré on Schiphol to
the delivery to KLM E&M expedition. Analysis shown that SAFE uses KLM Cargo as their 3PL in almost all
cases (267 out of 270) to transport the components, which are provided with AWB numbers. Of those 267
cases where KLM Cargo is used for transport it is done 196 time by air (73%) and 71 times by road (27%).
The flight numbers indicate whether the transport is by air (KL1000) or by road (KL8000), however for both
shipments valid AWB are provided. These AWB numbers will be tracked to identify the exact timestamp of
the shipment which will be referenced with the recorded timestamps in AEX and LINK to determine which
timestamps are most reliable. Figure 4.14 shows the information available through tracking the AWB number
of KLM Cargo, all the times are in local time. This gathered information is used to verify and validate the
different timestamps recorded in AEX and LINK.

The additional timestamps provided through manual tracking of the AWB have been added to the merged
datafile to provide an overview of the different events in time and validate certain timestamps. Figure 4.15
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Status Flight/Date Event time Piece(s) Weight Processing Airport
Delivered 12MAY 19:53 1 12

Arrival documents delivered 12MAY 00:56 1 12

Consignee notified - hold for pick-up 12MAY 09:56 1 12

Received from flight KL1000 12MAY 00:12 1 12

Arived KL1000 12MAY 08:44 1 12

Departed on flight KL1000/12MAY ~ 12MAY 06:48 1 12 LHR

Received from shipper 11MAY 16:17 1 12 LHR

Ready for carriage 16:11 1 12

Booked KL1000/12MAY 1 12 LHR

Figure 4.14: Example of information available through manual tracking of AWB of shipment from Virgin, time given in local timezones

shows an example of how the merged data set looks like with the concatenated times obtained through man-
ual tracking. Through the manual checking it became apparent that the actual arrival time in LINK is in most
cases valid for the arrival time of the plane or truck at Schiphol. Therefore, the actual arrival time in LINK
is assumed valid for the Virgin 747 component types. After the shipment has arrived at Schiphol, Bolloré is
notified shortly after, which then pick ups the shipment. Once Bolloré has taken the shipments in charge this
appears in their shipped field in LINK. However this fields shows some discrepancies with the pickup time
indicated by the KLM Cargo. Therefore, this moment is not so reliable but should represent the time that
Bolloré is in charge of the shipments. The take in charge is plausible as it is after the arrival time of the ship-
ment with the exception of some cases, where the LINK timestamps show irregularities and therefore might
be wrongfully entered.

T ppe Shipped_ AE) e e o Re d_AB) T etho e o 5 otd
V5-B747 VIRGIN 30/04/2015 13:38] 01/05/2018 08:48] 02/05/2019 16:35 19/05/2015 05:16 03/05/2018 06:54 Air KL1000 46 Heathr AMS CPT
VS-B747-VIRGIN 04/06/2019 06:54| 06/06/2019 08:38] 06/06/2019 14:35  11/06/2019 12:42 07/06/2019 14:02 Air KL1000 17 Heathr AMS FCA
V5-B747 VIRGIN 27/05/2018 09:39| 28/05/201910:15  25/05/2019 08:54 25/05/2019 12:46 Air KL1000 13 Heathr AMS DAP
VS-B747-VIRGIN 11/05/2019 12:54] 12/05/2019 08:44] 12/05/201908:44 16/05/2019 19:19 14/05/2019 08:40 Air KL1000 12 Heathr AMS CPT
V5-B747 VIRGIN 02/05/2019 10:58] 03/05/2018 20:41] 03/05/2019 17:24  07/05/2019 14:45 06/05/2018 21:57 Road _ KLBODO 36 Heathr AMS FCA
VS-B747-VIRGIN 30/04/2019 13:38| 01/05/2019 08:48] 02/05/2019 16:35  03/05/2019 07:23 03/05/2019 06:54 Air KL1000 46 Heathr AMS CPT
VS-B747-VIRGIN 23/04/2019 13:00| 25/04/2019 06:2¢ 24/04/201913:26  29/04/2019 18:39 27/04/2019 20:06 Road  KLBODD 38 Heathr AMS FCA
V$-B747 VIRGIN 08/04/2019 10:37] 09/04/2019 0% 09/04/201909:52  10/04/2019 20:03 10/04/2019 19:24 Air KL1000 20 Heathr AMS CPT
VS-B747 VIRGIN 03/04/2019 12:37| 05/04/2019 09:09 05/04/201909:08 05/04/201909:22 05/04/2019 12:30 Air KL1000 27 Heathr AMS CPT
VS$-B747 VIRGIN 15/03/2019 13:43] 16/03/2019 18:45{ 18/03/2019 14:34  20/03/2019 07:16 19/03/2019 17:15 Air KL1000 24 Heathr AMS CPT
VS-B747 VIRGIN 06/02/2019 13:08| 07/02/2019 21:15{ 08/02/201908:26 08/02/20190%:08 08/02/2019 13:20 Road KL800D 102 Heathr AMS CPT

Figure 4.15: Samples of datetimes in AEX and LINK with added datetimes that origin from manual tracking of the AWB bill (in gray)

Furthermore, the time between the actual shipping indicated in AEX and the time that the cargo is received
by KLM Cargo is on average about 10 hours. Therefore, also the AEX shipped time is assumed to accurately
represent the shipped time of component by virgin employees to the logistics providers. Finally, the delivery
time in LINK has been proved to be the actual time of delivery to KLM E&M expedition personnel through
verifying the proof of delivery documentations. On top of this, AEX received datetime proves not to be re-
liable as in 78.5% of the datetime is entered after the LINK delivery date with an average delay of 2.1 days.
Furthermore, the handling time of Bolloré can be calculated based on the time of arrival at Schiphol and the
time of delivery to KLM E&M expedition. An overview of the transport time for different fractions of the to-
tal transport is given in Figure 4.16. The overview indicates that the last mile transport by Bolloré takes on
average 44 hours, which is about 60% of the total transport time. Upon further analysis it becomes apparent
that the first segment, London to Schiphol, of transport takes on average 1.1 days (27 hours) and the second
segment 1.8 days (43 hours), confirming that 61% of the total transport time is under control of Bolloré. This
gives an indication that the extra buffer storage adds a lot of waiting times for the components between the
arrival of shipments and the actual delivery time.

In short the following datetimes show to be accurate measurement points that indicate certain stages in trans-
port. The AEX shipped time is the starting point to measure the total transport time. The arrival time in LINK
represent the time that the shipment arrives at Schiphol, shortly after which the consignee (Bolloré) is no-
tified. Then the moment that Bolloré delivers the shipments to KLM E&M is well recorded with a proof of
delivery corresponding with the received (or delivered) timestamp in LINK. Figure 4.7 shows the overview
of the transport with indication which timestamps represent the transport best. For the components that
are transported to Schiphol and handed over to Bolloré, show to have large handling times for the last mile
transport. These large times indicate the the handover process to Bolloré and the last mile carriage have huge
inefficiencies and create unnecessary waste resulting from waiting times in the transport.
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Figure 4.16: Overview of average transport times for different segments for Virgin 747 components based on AWB tracking and data
sources

Table 4.1: Numerical representation of the time in days between different datetimes (timestamps) for the Virgin 787 components,
results are from a data set consisting of 244 data points.

Time between segment in days

LINK shipped - AEX shipped LINKreceived - LINK shipped AEXreceived - LINK received

mean 1.08 1.22 4.74
std 1.17 0.79 5.99
min -0.89 -0.06 -3.18

Q1 (25%) 0.10 0.84 0.87
Q2 (50%) 0.87 0.99 2.95
Q3 (75%) 1.21 1.24 6.24
max 4.84 5.82 34.94

Virgin 787

Using the same approach as before the components regarding the Boeing 787 components from Virgin will be
checked. However, a big difference with before is that in this contract the handover point to Bolloré is London,
and thus Bolloré is in charge of the biggest part of the transport between London and AMS LC. This part of
the transport cannot be validated due to lack of a valid tracking reference. Bolloré uses Soevereign as their
3PL, who transport the shipments by road. Therefore, the results from the most representable measuring
points are assumed to be the same as with the Virgin 747 thus taken the AEX shipped as representable for
the start of the transport and LINK delivered for the end of the transport, as shown with the timestamps in
Figure 4.8. AEX can be assumed to be the starting point where Virgin hands over the document to their freight
forwarder, as it is the same procedure and same employees as before with the 747 contract. Then, the next
timestamp is when Bolloré takes the shipment in charge and continues to transport the shipment until the
AMS LC where it hands the shipment over to KLM E&M with a proof of delivery. The time between certain
stages of transport can be measured to validate the assumptions made. Therefore, the time between AEX
shipped and LINK shipped, LINK shipped and LINK received, and lastly AEX received and LINK received are
going to be calculated to verify the assumption made.

The time between LINK shipped and AEX shipped is on average for all the 787 shipments 1.1 day (25 hours).
This indicates that from the moment AEX marks the shipment as shipped it takes on average one day before
Bolloré has received or picked up the shipment. Then the time between the moment Bolloré has the shipment
and the actual delivery to KLM E&M is on average 1.2 days (29 hours) for transport between London and AMS
LC by road which seems long but is plausible. Lastly, the time between the moment in LINK that the package
is marked received by KLM E&M and the same moment done by KLM E&M employee in AEX is on average
4.7 days. This again confirms that in most cases KLM E&M marks the shipment as received with a delay of a
few days in AEX. A numerical overview of the times between the stages can be found in Table 4.1

RAM

For RAM, the same approach as above is done. AWB tracking references are available to track the shipments,
however they only provide information about the time that the shipment is delivery in Schiphol (Amsterdam),
see Figure 4.17. This is due to the reason that the components have to wait until cargo room is available
for them to be transported in. Therefore, specific flights are not booked and this information cannot be
tracked. This also results in waiting times of components and thus longer transport times due to the process
of transport. This results in difficulties in validation of the timestamps. However, from this tracking it does
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Table 4.2: Numerical representation of the time in days between different datetimes (timestamps) for all the RAM contracts, results are
from a data set consisting of 476 data points.

Time between segment in days

LINK shipped - AEX shipped LINKreceived - LINK shipped AEX received - LINK received

mean 4.41 1.46 2.25
std 4.59 2.08 5.61
min -30.18 -1.90 -13.60
Q1 (25%) 2.89 0.17 0.17
Q2 (50%) 4.42 0.83 0.73
Q3 (75%) 5.95 2.07 1.78

max 17.99 11.99 45.66

become apparent that the datetime Bolloré has received (take in charge) the shipment is indeed after the
delivery time at Schiphol, thus therefore it is not yet proved to be incorrect. Further investigation, with the
same approach as with Virgin 787 points out that the time of shipment received by KLM E&M in LINK is
earlier than in AEX, therefore resulting in the same outcome as above. Therefore, the transport times that
are assumed to represent the reality best for shipment is AEX shipped time for the start of transport, shipped
LINK for the moment of shipment received by Bolloré and received in LINK for the end of transport marked by
received by KLM E&M (see Figure 4.9). Furthermore, same as with the Virgin 787, Table 4.2 provides the time
between different timestamps in days. This provides insight in the validity of the data as there are instances
in which the transport time negative, indication that some datetimes have errors. Furthermore, it provides
some insight in the time between segments of transport. Further analysis in the actual transport times will
be done in the next chapter.

Shipment History Details

AWONmber | pats | Ste | Figw | bse | Destiostion |

147-04732825 1 Unknown Status Code AMS

Status History - Part 1 of Shipment 147-04732825 Date
INVALID STATUS LINE:
3 pieces at 87 kilos delivered at 0832 hrs on 25JUN at Amsterdam, Metherlands 25JUN 08:32

Figure 4.17: Example of information available through manual tracking of AWB of shipment from RAM, time given in local timezone
(AMS)

Conclusion Data Validation

From the validation processes above it appears that not all data is reliable to be taken into account. The
data reliability and integration should be improved at KLM E&M to be able to create a valid overview for the
transport. Certain information in AEX that could have been important factors/predictors for transport can
unfortunately not be taken into account in the data analysis (e.g. hazmat or individual weight). Furthermore,
the datetimes recorded in the different systems have been investigated and validated through manual track-
ing of the AWB. For Virgin 747 components, this provided the validation that the AEX shipped time and LINK
received time provide the best representation of the total transport time, which is used for all the other con-
tracts to to mark the beginning and end of transport. Additionally tracking the AWB resulted in the discovery
and identification of waste in the transport processes of both Virgin and RAM. There seem to be huge trans-
port times between the arrival of shipments at Schiphol and the delivery of the same shipments to KLM E&M.
This indicated that the handover and transport from shipment at Schiphol to the AMS LC by Bolloré contains
a lot of waiting times of components. The last mile transport constitutes a large part of the total transport
time that is caused by the inefficient processes of Bolloré. Furthermore, the presence of a stochastic element
in the transport of components from RAM lead to increased waiting times which cannot be controlled. The
resulting transport times will further be analysed in the next chapter.






Data Analysis

This chapter dives deeper in the data Analysis. First, the demand behaviour of the total arrivals at the AMS
LC will be analysed and characterised to understand demand patterns. Then it continues with the analysis of
the dataregarding the transport times of the components. The analysis will start with processing the raw data
to clean data. Afterwards the data will be explored for relationships and behaviour. The analysis conducted
in this chapter is done in the Python 3.0 programming language.

5.1. Arrival Pattern

First the arrival pattern of the total shipments arriving in the LC of AMS will be analysed to provide insight
in the demand behaviour. Figure 5.1 shows the total number of shipments to the AMS LC through the years.
From this figure it is visible that in the recent two years there has been a tremendous increase in number
of shipments, which is continuing to grow. Figure 5.2 shows the forecast regarding the volumetric growth
of components in the coming years. The figure shows that in 2021, double the amount of components are
expected as opposed to 2018. This forecast is based on existing contracts for aircraft that have already been
closed, therefore the realistic number is expected to be even higher. Furthermore, the customers share in
the total number of shipments will be analysed to identify the customers with larger shares. From these
customers, two are chosen for the POC of which the data regarding the transport times will be analysed in the
next section.

Total number of shipments 2016-2019
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Figure 5.1: Total amount of shipments to the AMS LC over the last years
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Figure 5.2: Growth of the component flow within KLM Component Services

5.1.1. Data Collection and Filtering

The analysis regarding the demand behaviour is done based on data from AEX. AEX contains from all the ex-
ternal customers the data regarding the request of SE components and the return of US components. Compo-
nents originating from the KLM or Air France fleet are not included in the AEX database as they are processed
through separate internal systems. For this analysis the return US component flow is important, more specif-
ically the total number of shipments that arrive per period in the AMS LC. This information is retrieved by
summing up the total number of components that have been marked in AEX as received per period. How-
ever, it should be noted that the AEX received timestamps was shown not to be reliable for the actual time
the component was received as the timestamp is on average a few days off (see 4.2.4). This decreases the
validity of the number when the demand analysis is done per day. For a time period of a week and bigger, the
analysis is still representable as it average deviation is smaller than the time period. Lastly, it should be noted
that AEX platform was transitioning from AEX 1.0 environment to an AEX 2.0 environment for customers.
This transition period was finished at end of 2018. This results in data from 2019 to accurately represent all
the shipments for all customers, but data before 2019 to only represent the largest share of the shipments for
some customers.

For this analysis the data has been extracted from AEX database because it includes additional information
of each request such as contract type that provides additional field to be used for filtering and analysis. The
data set extracted from AEX contains 30,131 entries, which corresponds to requests of components. From this
unfiltered data set there are 21,009 entries that have their US component shipped to the LC in AMS. Further
filtering of these entries regarding completion of data w.r.t. transport times results in 17,022 entries in an one
year period between the 1/07/18 and 1/07/19.

5.1.2. Demand Behaviour

In this subsection the demand behaviour will be classified based on the characteristics of the arrival pattern
and certain cut-off values. First the demand behaviour will be classified for the total number of shipments
arriving at the LC to get insight in the total demand. This overview of the total demand is relevant for both
Bolloré as KLM E&M expedition as they deal with the total inflow of the components. After the customs and
expedition, each component is handled by dedicated teams (see 4.2.2). Therefore, the demand behaviour for
each individual team in the LC will be analysed to evaluate their specific demand behaviour which is required
to match the correct capacity to the demand. There are four dedicated teams handling the US component
return flow, which are the CSP team (Boeing 737), Boeing 747 team, Boeing 787 team and Boeing 777 & Airbus
A330 team.

For each team the demand behaviour is analysed and the results presented in tables based on cut-off values
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described in 2.3.2. These parameters and respecting cut off values are the Average inter-Demand Interval
(ADI) of 1.32 and the square of the Coefficient of Variation (C V2) 0f 0.49 [35]. For each analysis first the num-
ber of total shipment is presented before providing an overview of the parameters for different time periods.
Beside the tables, also a figure is provided to visualise the associated demand pattern. The figure for each
team shown is based on a daily number of arrivals, to visualise the fluctuation of demand. The objective of
this research is predicting the arrival time of shipments so the demand is known upon which the capacity
can be planned to match the demand. This would allow for efficient processes and reduce waiting times
of components in the buffer. The daily number of arrivals is presented in each case for the same time pe-
riod. Furthermore, Appendix B has more visual representations of the demand patterns of each time in more
periods (monthly, weekly and a different time period) that can be used for more references in the demand
pattern.

Total Arrivals LC AMS

The total number of arrivals of US components is relevant for both Bolloré and KLM E&M expedition employ-
ees. These employees have to process the total inflow of components in the LC, which is after the expedition
split in dedicated teams to further handle the components. Table 5.1 shows an overview of the parameters
for different time periods regarding the demand pattern of the total number of shipments at the LC. The table
categorises the demand as smooth in general, where the monthly and weekly demand behaviour appears to
be very smooth while the daily demand varies still smooth but with greater variance and is even marked as
erratic in some cases. Figure 5.3 displays the daily number of packages arriving at the LC, showing the vari-
ation between the days. The figure shows that even though the behaviour is categorised as smooth, there is
quite some variation from day to day in demand. Furthermore from both the figure and the table it is visible
that there are no periods with zero demand, thus having steady demand intervals.

Table 5.1: Overview of demand behaviour specified for different time periods for the total flow of shipments to the LC AMS

Time period ADI CV? (Classification

Monthly (07/°18 - 07/°19) 1.00  0.07 Smooth
Weekly (07/°18 - 07/°19)  1.00 0.08 Smooth
Daily (07/°18 - 07/°19) 1.00 0.31 Smooth
Daily week 9-12 1.00 0.19 Smooth
Daily week 25-28 1.00 0.55 Erratic
Daily week 39-42 1.00 0.34 Smooth
Daily week 47-49 1.00 0.26 Smooth

Daily arrival pattern total shipments LC AMS from week 9-12
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Figure 5.3: Daily demand pattern of the shipments in the LC AMS between 1/07/18 and 1/07/19 in weeks 9 to 12,
(.1 indicates a Sunday, .2 Monday, etc.)

Shipments for 747 & 787 Team

After the expedition the components are split in dedicated teams. Two teams that have dedicated compo-
nents are the 747 and 787 team. The analysis of demand behaviour for each team separately has been con-
ducted of which the results can be found in Appendix B. In general, the analysis resulted in erratic behaviour
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for the daily demand. However, since the processes in each team are similar and which results in the teams
being able to assist each other, the analysis of the demand presented here is for both teams combined. Fur-
ther filtering of the arrival for only 747 and 787 components resulted in 6484 shipments received between
1/07/18 and 1/07/19. Most of these components (4795) are from the Boeing 787 aircraft as KLM E&M is
market leader for that type in the MRO industry. Table 5.2 shows the parameters and categorisation for the
combined demand of the teams. The combination of two, stand-alone, erratic demand patterns results in
less variation of demand in general. Combining the two separate teams in one, resulted in the decrease of
more than 50% in time periods being marked as erratic (747 had 11, 787 had 7, but combined only 3). The
daily demand behaviour for the entire year is still marked as erratic. However, zooming in on different time
periods and analysing the daily demand for different weeks shows a variation of the CV?, resulting in both
smooth and erratic demand. Figure 5.4 shows the daily demand pattern for week 9 to 12, showing quite some
variation in the number of arrivals and even two days where there was no demand. This figure shows the
variation in number of packages from which it can be imagined that a rigid planning might not be efficient to
handle the demand efficiently.

Table 5.2: Overview of demand behaviour of 747 & 787 team specified for different time periods

Time period ADI CV? C(lassification
Monthly (07/°18 - 07/°19) 1.00  0.07 Smooth
Weekly (07/°18 - 07/°19) 1.00 0.12 Smooth
Daily (07/°18 - 07/°19) 1.02  0.50 Erratic
Daily week 9-12 1.03 0.45 Smooth
Daily week 19-22 1.03 0.34 Smooth
Daily week 33-38 1.00 0.56 Erratic

Daily 747 & 787 arrival pattern total shipments LC AMS from week 9-12
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Figure 5.4: Daily demand pattern of the 747 and 787 shipments in the LC AMS between 1/07/18 and 1/07/19 in weeks 9 to 12
(.1 indicates a Sunday, .2 Monday, etc.)

Shipments for 777 & A330 Team

Another team is the Boeing 777 & Airbus A330 team. After filtering for these components there were only
204 shipments received between 1/07/18 and 1/07/19. Table 5.3 shows the resulting demand behaviour for
different time periods in this team. From the table it becomes apparent that there is mostly erratic or lumpy
demand. This type of demand is categorised by a high variation in both demand quantity and inter arrival
time. Figure 5.5 shows the daily demand pattern for weeks 9 to 12, showing big gaps in demand intervals.
It appears that the demand quantity for this team is mostly low with many intervals between demands. Ap-
pendix B provides more insight in the demand pattern with figures for both monthly and weekly demand.

Shipments for CSP Team

Finally, for the last team, there is the CSP team for Boeing 737 components. The CSP team is a joint team
with both employees from Boeing and KLM E&M. This team has slightly different processes than the other
mentioned teams and has its own management and proceedings. This collaboration results in being mar-
ket leader for the 737 components, resulting in a total of 5592 shipments received between the 1/07/18 and
1/07/19. Table 5.4 shows the demand behaviour for the CSP team for different time periods. The behaviour



5.1. Arrival Pattern 67

Table 5.3: Overview of demand behaviour of 777 and A330 team specified for different time periods

Time period ADI CV? (Classification
Monthly (07/°18 - 07/°19) 1.00 1.03 Erratic
Weekly (07/°18 - 07/°19) 1.30 1.69 Erratic
Daily (07/°18-07/°'19)  3.40 0.74 Lumpy
Daily week 9-12 3.38 0.67 Lumpy
Daily week 15-20 1.78 1.04 Lumpy
Daily week 23-26 1.42 0.44 Intermittent

Daily B777 & A330 arrival pattern total shipments LC AMS from week 9-12
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Figure 5.5: Daily demand pattern of the B777 and A330 shipments in the LC AMS between 1/07/18 and 1/07/19 in weeks 9 to 12
(.1 indicates a Sunday, .2 Monday, etc.)

is similar to the one of the Boeing 747 and Boeing 787 team combined. Also this demand appears to be very
smooth regarding the monthly and weekly demand, and shows more variation in the daily demand. Similar
to the 747 and 787, it has quite some variation in the daily demand, but showing to be a bit more smooth from
the parameters. Figure 5.6 shows the daily demand for the CSP team in weeks 9 to 12. This figures shows that
during the week there can be some instances with higher or lower values compared to the average. Also, the
figure shows that the demand in the weekends (X.1 and X.7) is in general low.

Table 5.4: Overview of demand behaviour of CSP team specified for different time periods

Time period ADI CV? Classification
Monthly (07/°18 - 07/°19) 1.00  0.02 Smooth
Weekly (07/°18 - 07/°19) 1.00 0.04 Smooth
Daily (07/°18 - 07/°19) 1.02  0.40 Smooth
Daily week 9-12 1.00 0.39 Smooth
Daily week 27-32 1.00 0.48 Smooth
Daily week 47-49 1.00 0.45 Smooth

Conclusion

In general it can be concluded that the both monthly and weekly demand behaviour is smooth, while the
daily demand behaviour shows quite a bit of variation. The daily demand behaviour for the different type
of teams is mostly smooth or erratic, having values close to the cut-off point. This indicates that there is a
large variation in the daily demand. Zooming in more specifically on the teams it becomes apparent that the
teams with the highest flow of components tend to be more smooth opposed to erratic/lumpy. This is logical
as the failures of the vast majority of components cannot be predicted, resulting in an erratic/lumpy demand
pattern [72]. However, this effect is mitigated by the law of large numbers, where these effects are evened
out across the large customer pool [62]. This effect is visualised by comparing the demand of the Boeing 777
& A330 team (204 shipments) with the CSP team (5592) or even with the total demand of the LC. Therefore,
as is shown with the Boeing 747 and 787 team, it is favourable to combine teams together as it reduces the
variability of the demand.

The combination of variation in demand and a fixed planning indeed indicates that there are (many) days
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Figure 5.6: Daily demand pattern of the CSP shipments in the LC AMS between 1/07/18 and 1/07/19 in weeks 9 to 12
(.1 indicates a Sunday, .2 Monday, etc.)

where there is overcapacity while on others there is under capacity to handle the demand, assuming that the
planning is based on averages. This results in both inefficiencies in occupancy as the creating of buffers and
waiting times, leading to waste. These buffers and waiting times result in increased TAT of components which
is undesired. This research try to remove these buffer and waiting times by matching capacity to the demand.

5.1.3. Customers AMS LC

This section analyses which customers have the largest share in shipments in the AMS LC. This is done in
order to select customer to be analysed for the POC of this research. The transport times analysis will be
conducted for the POC customer separately to achieve valid results as the conditions, contracts, conventions
and proceedings used by each customers varies, leading to different understanding of transport times which
are not able to be compared.
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Figure 5.7: Graphical representation of customers with number of order sent to the LC in Amsterdam in descending order, together with
a cumulative function

Figure 5.7 shows the result of this analysis, where both customer and number of orders have been presented in
descending order. Furthermore, the cumulative function is given on the right side, showing that a small group
of customer represent the majority of US component flow. The figure that folows shows that six customers
represent more than 50% of the total flow to Amsterdam. These six customers are the following:

¢ Transavia France SAS * Malaysian Airlines
* Royal Air Maroc * ASL Airlines Belgium
* Virgin Atlantic e LOT Polish Airlines

Each customer has their own specific type of contracts with different regulations and agreements. These con-
tracts also contain the agreements made regarding the return shipment of the US component. The contracts
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specify agreements between customer and KLM E&M related to the responsibility of components, includ-
ing transport and handover points. These contract also contain the maximum lead times for components
to be handed over to KLM E&M. As there is a lot of variability between the contracts of customers, there is
no standard (generalised) measuring point. Figure 5.8 shows the steps involved in the return process of an
US component. The exact handover point varies per contract and thus can sometimes be at the customer
itself or at KLM E&M (Schiphol). This results in differences per customer about the timestamps that are be-
ing measured. LINK for example only includes the timestamps of the moments that Bolloré (KLM E&M) is
responsible for transport. On the other side, AEX contains timestamps of the start and end of transport which
is provided by the customer and KLM E&M. These measure points are therefore heavily dependent on the
person reporting them. For example, the customer may fill in that a shipment is sent while it is still has to
be picked up. On the other side, the Customer Interface (CI) of KLM E&M, who is responsible for each cus-
tomer, has to fill in when a shipment is received. However, the exacts measuring point and how the time is
recorded varies per person. For example, one CI fills in the date and time when he checks whether a ship-
ment has been received, while another looks at the records and fills in the actual date and time the shipment
was handed over to KLM E&M. Furthermore, the measurement point that is being filled in by CI also varies,
where one take the handover point, another may take the arrival point at Schiphol and yet another the point
when the repair administrator inspects the component. All in all, this results in inaccurate/non-uniform data
representation of the actual transport times and the analysis has to be done per customer.

Therefore, two customers will be analysed in depth to see whether it is possibly to predict the arrival times of
shipments based on the current data set. The customers are chosen based on the size of the data set available
for further analysis, which is done in the next section. These two customers will serve as a proof of concept
for this research regarding the predictability of shipments to the LC in Amsterdam. The customers being
analysed are Virgin Atlantic (hereafter referred to as Virgin) and Royal Air Maroc (RAM). These customers
are chosen based on the flow and region, where Virgin is located in London (Europe) and RAM in Casablanca
(Africa).

&6

Customer Interface
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Customer Administrative Transport Handover point Transport Logistics Centre Customs Handover to KLM Repair
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Figure 5.8: Overview of the steps in the return flow of US component from customer to KLM E&M, including the related timestamps in
AEX and LINK

5.2. Data Preparation

In this section the data will be prepared for the analysis with regard to the transport time of the components.
This analysis will be done for both Virgin and RAM. Figure 5.9 shows the steps involved for the data analysis.
First the raw data is gathered and merged into one data set that contains all the available data for the analysis.
The next step is to clean this data and transform it in a format that can be analysed. Then it is time to explore
what information the data holds and can be used, which is both graphically as numerically presented. This
section should lead to understanding and insights in the current transport and transport times between the
customer and LC. These insights will be used in the next chapter for building a predictive model for the arrival
of components.

5.2.1. Data Collection

The first step is to collect the right data set that should be analysed. In the previous chapter section 4.2.3
the data systems and their reliability with respect to the transport times is investigated and tested. From
the evaluation it became clear that data from two sources, AEX and LINK, have to be combined to have the
best representation of the transport times. Figures 4.7, 4.8, and 4.9 provide a visual overview of the related
timestamps that mark the beginning and end of transport and the respecting source. For both customers
these timestamps are the same. The transport for these customers is considered to start the moment the
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Figure 5.9: Process steps for data analysis of the transport times

customer marks in AEX that the component is shipped and ends at the moment that KLM E&M receives the
shipment which is marked by the received timestamp in LINK. Therefore, the data from these two sources
have to be linked to create a valid data set for further analyses. Unfortunately, the other timestamps could
not be validated and therefore cannot be taken into account for the analysis. The process of creating this data
set and cleaning it is described in this subsection.

5.2.2. Raw Data

The raw data for the analysis results from two databases, AEX and LINK, which have to be combined manually
as CBBSS does not provide a sufficient match (see 4.2.4). AEX contains the information regarding the request
between customer and KLM E&M. LINK contains information about the part of the transport that Bolloré is
responsible of and the proof of delivery. As mentioned earlier, data from AEX is complete from 2019 onward
as the transition from AEX 1.0 to AEX 2.0 was completed. Therefore, only the most recent data from the first
half year of 2019 is taken (01/01/2019 - 01/07/2019). Table 5.5 shows an overview of the customers with most
shipments during the time period in AEX. The table also contains information about the number of entries in
the LINK database and the resulting match that could be obtained between AEX and LINK. Virgin and RAM
have been selected for this POC as the match between AEX and LINK covers over half of the components
while also having enough data points for further analysis.

The other customers have been excluded for the following reasons. Transavia France only obtains a 35%
match resulting in two-third of the components not being represented. This low match is due to Tranavia
France utilising the daily internal shuttle truck between AFI (Paris) and KLM E&M (AMS). Furthermore, con-
tracts with Malaysia Airlines result in that the component is accepted at the LC in Kuala Lumpur after which
KLM E&M arranges the further transport to AMS LC. Lastly, LOT has a high match but low amount of entries
resulting in fewer data points than Virgin and RAM.

Table 5.5: Overview of customers with largest data entries in AEX and LINK for shipments to logistical centre in Amsterdam between
01/01/2019 & 01/07/2019

Customer AEX entries LINKentries Match Match CBBSS
Transavia France SAS 1951 794 35.0% 16.4%
Royal Air Maroc 809 750 59.7% 20.0%
Virgin Atlantic Airways 893 1100 58.2% 14.7%
Malaysia Airlines 490 3 n.a. 23.0%
LOT Polish Airlines 422 355 67.5% n.a.
5.2.3. Data Cleaning

The first step after obtaining the correct data set is to clean the raw data for the relevant analysis. As both data
sources, AEX and LINK, have manual inputs this puts the data subject for errors and mistakes. Data cleaning is
used to remove invalid entries and inconsistencies such as duplicate records, missing values, typing/spelling
errors, etc. Errors causes the data set not being valid and representable to the behaviour that is trying to
be captured [143]. In this case the interested behaviour that is being analysed are the transport times of
components and its relationship with other fields. In the previous chapter the fields and inputs of both data
sources were analysed to determine the reliability of those (see 4.2.4). From the analysis it became apparent
that there are some fields of which the input were determined to be incorrect. In this subsection the data
will be cleaned in such a way that the resulting data set bests represents valid data to be analysed in the next
section. First the raw data set from combining AEX and LINK will be filtered for invalid entries regarding the
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timestamps that describe the transport time. Afterwards, the other remaining fields originating from AEX and
LINK will be cleaned with respect to valid data.

The first step in the data analysis is to filter out incorrect data that negatively influence the results of the anal-
ysis. These incorrect entries do not represent the transport time behaviour as they are a results of mistakes
and errors when manually filling the data fields [143]. The following steps were taken to convert the raw data
into clean data for the analysis.

1. Remove entries that are missing timestamps in either AEX shipped or LINK received
2. Remove entries that have invalid transport time (i.e. negative or zero)

3. Remove outliers of the remaining data set.

Removing outliers is a much discussed topic as it modifies the data set. Including outliers in this research
regarding the transport times, would make the distribution representable to all the shipments. However,
outliers are in definition entries (observations) that deviate a lot from the bulk of the data as they are likely
representing errors made in the process (e.g. components getting lost) [26]. These exceptions, or outliers,
therefore have a big impact on representing the vast majority, as it tries to also capture the outliers. Removing
the outliers has been shown to improve the accuracy of the analysis with minimum affection [91]. Therefore,
to increase the accuracy of representing the bulk of the data, the choice is made to remove outliers [16, 91].
The impact of this decision on the results will be tested later on with the predictive model.

Different techniques can be used to detect and remove outliers in the data set, here three well known methods
are used and evaluated [70, 101]. The first method is through boxplots, where outliers are identified as obser-
vations that lay outside of 1.5 times the Interquartile Range (IQR) below the lower quartile (Q1) and the upper
quartile (Q3) [26]. The second method is by using the simple rule of thumb of z = 3, which marks outliers as
any data points that lie outside the range of three Standard Deviation (SD) from the mean, assuming that the
observations are normally distributed. The transport time are not normally distributed, so to approach this
normal distribution the log transformation is used. The log transformation clusters the data and outliers to
make the distribution approach the bell curve. This log transformation showed to have cut off values lower
than the approach based on the normal values (18.7 instead of 24.6). Therefore, the choice is made to not log
transform the values before filtering as this would take a more conservative approach to filtering. The second
method filters values that are not representable to the data set as the likelihood of these values occurring is
less than 0.27%. The third method is the Median Absolute Deviation (MAD), which is defined as follows [70]:

MAD =bM;(|x; — Mj(x;)])

where b is a constant (1.4826) x; is the n original observation, x; each individual observation from the original
series, M; the median of the original series, and M; the median of the new series which is formed by taking
the absolute value of each observation in the original series subtracted by the median of the original series
[70]. Depending on the stringency, different values, from 3 as very conservative to 2 as poorly conservative,
can be taken to set the limits and thus identifying outliers through:

M-3« MAD<x;i<M+3+« MAD

where M is the median of the original data set, and MAD is calculated as mentioned above.

All three methods for classification and thus removal of the outliers have been tested on the data set from Vir-
gin and RAM,, resulting in different sets of clean data. The implications of these three methods are compared
and visualised in Table 5.6 and Figure 5.10. Based on literature and the comparison, the method that classifies
outliers as data points that lie outside the range of three standard deviations is chosen. The choice of using
z =3 as the identification and removal of the outliers is chosen because of the following. Boxplot assumes
symmetry as it adds as much to Q3 as subtract from Q1. However, the data set regarding transport times is
right skewed it flags many regular data points as outlying while they are not [101]. In this sense the boxplot
identification of outliers is more aggressive and not valid for the data set. The MAD method has identical
results as the boxplot and is thus also too aggressive in the identification of outliers. Therefore, the technique
regarding z = 3 as outlier detection is chosen as it is more conservative regarding the data points. This result-
ing data set seem more representable to the bulk of data. This results in reducing the variance and improving
the accuracy of the clean data set in comparison with the 'raw’ data set.
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Table 5.6: Comparison of the different filters for outliers on the transport times (in days) for the data set of Virgin and RAM.

Data Filtered . Median

Customer  Method Entries  Entries Mean SD Min Q1 Q2) Q3 Max
Unfiltered 490 0 3.39 7.08 0.06 1.78 2.26 3.22 103.89

Virgin z=3 (SD) 485 5 2.82 2.17 0.06 1.77 2.26 3.14 16.03

Atlantic 1.5IQR 456 34 240 1.09 0.06 1.77 2.21 3.05 5.29

3 MAD 456 34 240 1.09 0.06 1.77 2.21 3.05 5.29
Roval Unfiltered 445 0 6.86 6.69 0.20 4.21 6.06 7.96 132.74
A?r z=3 (SD) 444 1 6.58 3.01 0.20 4.21 6.04 7.96 18.88
Maroc 1.51QR 434 11 6.34 2.58 0.20 4.21 5.98 7.95 13.40
3 MAD 434 11 6.34 258 020 4.21 5.98 7.95 13.40

(a) Virgin Atlantic (b) Royal Air Maroc

Figure 5.10: Graphical comparison, with boxplots, between different techniques of filtering with respect to outliers

Allin all, the cleaning of the data with respect to the transport times has resulted entries being removed. Table
5.7 provides an overview of the cleaning processes stating the amount of filtered entries and the final cleaned
entries. The table gives insight in what part of the data set is invalid and for which reasons.

Cleaning Remaining Fields

Besides cleaning the data based on the entries regarding the timestamps, the other categorical data has to
be cleaned as well where possible. In section 4.2.4 it became apparent that there are multiple fields that do
not contain the correct information. Unfortunately, for most of these field the data cannot be rectified as
there is no reference. However, for the method of transport field, this can be done by cross validating this
field with the flight number field. For Virgin, there are a couple of flight numbers that correspondent with
a flight. These flight numbers all have a KL1XXX number, from which can be deduced that there are indeed
transported by air. Therefore, also the method of transport (Air/Road) field has been cleaned for Virgin which
can be referenced reliably. Furthermore, categorical entries that contains typing errors and therefore are
different from the rest have been rectified by replacing them with the correct words. Lastly, the weight of
the total shipment is given for each piece that is transported together. A very sloppy approximation of the
weight of each individual shipment can be obtained by dividing the weight by the quantity of the pieces. This
has also been done for each shipment in light of it being able to provide some insight later on, however it is
unlikely. Next section continues with the actual transport time analysis on the cleaned data set.

5.3. Transport Times

In this section the transport times will be analysed and the relationship with other factors. This analysis
should provide information and insights in the processes that can be used to build an accurate forecast-
ing model for the arrival time of components. The analysis starts by visually and graphically representing
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Table 5.7: Overview of filtered data due to which cleaning steps for Virgin and RAM

P t.
Customer Raw entries Cleaned entries ercentage Missing Zero Negative Outlier
usable data
Virgin Atlantic 519 485 93,4% 27 0 2
Royal Air Maroc 482 444 92,1% 20 0 17 1

Table 5.8: Numerical representation of transport times (in days) of components from Virgin and RAM as integers and floats

Transport Data . Median
Customer Time in Entries Mean SD Min p5 Q1 Q2) Q3 p95 Max
Virgin Integer 485 2.84 219 0 1 2 2 3 6 16
Atlantic Floats 485 282 217 0.06 087 177 2.26 3.14 6.06 16.03
Royal Integers 444 6.63 3.03 0 3 4 6 8 12 19
Air Maroc Floats 444 6.58 3.01 0.20 297 4.21 6.04 796 11.68 18.88

the transport time of all the components of Virgin and RAM. Subsequently the transport time observations
will be fitted to a theoretical distribution that best describes its behaviour. Furthermore, relations between
the transport time and other (categorical) factors will be investigated with linear regressions and categorical
comparisons.

5.3.1. Floats and Integers

The transport time of each shipment is recorded in exact timestamps, such that information about the time
of arrival during the day is also known. The objective for the predictive model in the next chapter will be to
predict the correct day of arrival. This is because decision will be made based on the arrival of individual
shipments and total number of arrivals per day. Therefore, details about the time of arrival during the day are
not relevant. This makes it interesting to investigate the effects between taking the transport time in calendar
days (as integers, e.g. 2 or 3 days) and in hours which is converted to fractions of days (as floats, e.g. 1.5 days
which is 36 hours). Taking the transport time in calendar days is easier to be implemented and interpreted as
it requires less information. On the other hand, taking the transport time as fractions of days includes exact
details that might make the representation more accurate. The disadvantage of time in fraction of days is that
this might also make the model more complex than is needed. Therefore, both methods will be analysed and
tested with the prediction model to evaluate their performance. A visual and numerical representation of the
transport time in calendar days (hereafter integers) and in fractions of days (hereafter floats) will be provided.
The graphical description will be given by four figures: a boxplot, histogram, a Kernel Density Estimation
(KDE) plot, and the Empirical Cumulative Distribution Function (ECDF). The construction of KDE plots is
explained in the next subsection. The numerical representation will hold the following information: mean,
SD, minimum and maximum, first- and third quartile (Q1 & Q3), the median (Q2), and finally the 5th (p5) and
95th (p95) percentile of the data set. Figure 5.11 and Table 5.8 show the graphical description of the transport
times for each customer.Taking the transport time as integers changes the data points from continuous to
discrete. The difference is visible in the histograms of the customers. The histograms show a slight shift
for the transport time to the left for the float (continues) representation. The KDE plot for the integer is
not accurately representable as it assumes continuous variables, which is explained in the next subsection.
The ECDF show the abrupt changes as a result of taken the values as an integer. Comparing the ECDF and
boxplot between Virgin and RAM shows that Virgin has much less variance than RAM. As the distributions are
not normally distributed, the variance between the RAM and Virgin is compared using the IQR. This IQR of
RAM (3.75) is more than twice as big as Virgin (1.37). Furthermore the difference between integer and floats
appear to have a bigger impact on Virgin than RAM. For both customers, the float representation results in
better insight in the actual distribution of the transport times. With Virgin the histogram and KDE move
slightly to the left as the actual transport time is shorter compared to the calendar days. For RAM the float
representation shows to be have traces of an uniform distribution.
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Comparison between the representation of transport time in integers (top) and floats (bottom) of Virgin
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Figure 5.11: Graphical representation of the transport times of components from Virgin Atlantic and Royal Air Maroc to the LC in AMS
in integers (calendar days, top rows) and floats (bottom rows)
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5.3.2. Transport Times Distribution

This subsection analysis the empirical distributions of the transport times for both customers. The empirical
distribution is given by the KDE plot. Figure 5.12 provides the graphical description of the construction of a
KDE plot.

Resulting KDE plot
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Figure 5.12: Graphical description of the construction of KDE plot (right), with comparison to the histogram (left), picture adapted from
[138]

The idea behind a KDE plot is to 'put a pile of sand’ around each element in the data set, at the places where
there are a lot of elements the sand will pile up leading to a bigger pile [26]. The KDE plot is constructed
by choosing a specific kernel as the pile of sand and a bandwidth for each element. The kernel represent
the shape of the pile while the bandwidth represent the width of the pile. The KDE plot allows for quick
insight in the distribution of the data set, which forms the basis to select distribution to which the data will
be fitted. The KDE plot assumes that values close to the observed or measured values are likely to occur and
gives some weight to the proximate values instead of only accepting the actual value. This approach allows
empirical distribution to approximate actual distribution [26]. First the KDE plots of each customer will be
plotted to show the difference in their distribution. For the construction of the KDE plots certain choices has
to be made with regard to the kernel and bandwidth (k). The bandwidth is the more important to the KDE plot
than the kernel [26]. After some experimenting, see Appendix C, the choice of kernel and bandwidth has been
chosen as follows. For the kernel, the well known normal (Gaussian) kernel is chosen and fqg the bandwidth
determined by Scott’s method is chosen which is given by the following formula 2 =1.06sn 75 , where s is the
sample standard deviation and »n the sample size [26]. Figure 5.13 shows the resulting KDE distributions of
each customer, visualising the empirical distribution to the data set and allowing comparisons. From these
distribution, the different transport behaviour between Virgin and RAM is clear. Virgin appears to have a
small range in which the majority of shipments arrive. RAM, on the other hand appears to have more even
(uniform) distribution over a longer range. These distribution indicate that the transport process for Virgin is
more stable than the process of RAM due to the lower variance. This corresponds with the physical process
that includes a stochastic element for RAM. Furthermore, Virgin distribution appears to be right skewed as it
has a tail on the right side.

Distribution Fitting
Based on the KDE plot, the theoretical distribution of the transport times can be guessed and tested on the
data set. From the KDE plot it is visible that the distribution is skewed and non symmetric. The transport
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Figure 5.13: Kernel Density Estimation plots of Virgin and RAM in the same figure for comparison

times are assumed to have a distribution that approximated its behaviour. This subsection analysis which
particular distribution and corresponding parameters fit the transport times data best. A set of approximately
50 distributions, see Figure 5.14, will be fitted to the data [109]. These distributions include the Lognormal,
Weibull, Log-Laplace distribution which have been specified in research to comprehend the travel or trans-
port time behaviour [63, 68, 88]. First, each distribution will be fitted to the data set to return key parameters
for the shape, location and scale of the distribution based on the maximum likelihood estimate. Subsequently
the retrieved parameters for the distribution that fits the data best will be used to evaluate the fit between the
distribution and the data based on the Sum of Squared Errors (SSE). A script has been written in Python lan-
guage to determine and return the distribution with the least SSE between the distributions and the data’s
histogram.

To increase the reliability in the choice of distribution that best represents the data, a bootstrap approach is
used to the data set [26, 28]. The bootstrap method creates new data sets through random sampling with
replacement of the original data set. Subsequently, the script will be run on the new data set to determine
the best fit distribution. This processes is repeated 100 times to simulate other data sets and increase the
reliability of choosing the distribution with best fit to the transport time behaviour. The results for these 100
runs and the resulting distribution are presented in Table 5.9. Table 5.10 provides the overview of the dis-
tribution fitting together with the performance of the original data set. From this table and the scores it is
clear the original data set of each customer are multiple distributions with performances close to each other.
This also results in different distributions having the best fit for the bootstrapped data set, but where the dou-
ble gamma distribution appears frequently for both customers (5.9). The final resulting best fit distribution
together with the histogram of the original data set have been plotted in Figure 5.15 for each customer.

5.3.3. Correlation between Transport Times and Categories

This section further analysis the data to find relationships (correlations) between the transport time and the
other data fields. The goal is to find factors that have a correlation with the transport time which can be
utilised in the next chapter when building the predictive model. The correlation between two variables is
normally calculated by Pearson’s coefficient [26]:
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Fitting every distribution to data (RAM)

Frequency

25 50 75 10,0 175 150 175
Transport Days

Figure 5.14: Process of fitting different distributions to the original data set of RAM

Table 5.9: Results of best-fitted distributions from running 100 bootstraps simulations to the original data set

Customer Distribution Occurances
double Weibull 33
Virgin double Gamma 23
Atlantic  generalised Normal 18
Others 26
Royal double Gamma 52
. Alpha 8

Air . .

Maroc exponential Weibull 6
Others 34

e Y i =X (yi =)
VEL = 02\ T (i - 772

The Pearson coefficient gives values between -1 and 1, where a value close to zero represent no correlation
and values closer to -1 or 1 represent respectively a strong negative or positive correlation. However, this
correlation coefficient can only be calculated for continues variables and not nominal (categorical) variables.
As the majority of available data is nominal (categorical, e.g. contract type), a different approach has to be
taken to evaluate the relation of certain categorical values with the transport time. The first step is to select
the features that are going to be analysed. Then for the remaining features the relationship between the
categorical factors and the transport time is going to be analysed by grouping the categories together and
numerically representing the transport times [66]. This should give insight in which standalone categorical
features have an impact on the transport times.

Feature Selection

First the categorical fields (features) that are further being analysed will be selected. The features are first
selected based on the reliability of the data (see 4.2.4), the percentage of missing values, and the amount of
variation that the features have [95, 104]. For example if one feature only has one category or a lot of missing
data, the feature is excluded as it does not add valuable information. Subsection 4.2.3 provides an overview
of all the data fields that are combined in one data set. From this overview several features are dropped for
the following reasons:

e Hazmat - unreliable input
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Table 5.10: Table containing best fit distributions for each customer of the original data set and respective SSE score

(a) Best fit distributions with SSE of (b) Best fit distributions with SSE of

Virgin RAM
Distribution SSE Distribution SSE
generalised Normal 1.819 exponential Weibull 1.421
Log-Laplace 1.926 Lognormal 1.421
Log Logistics 1.936 double Gamma 1.422
Alpha 1.961 Log Logistics 1.43
double Weibull 2.115 Log-Laplace 1.474

double Gamma 2.129

Tranport time data with best fit distribution Tranport time data with best fit distribution (RAM)
gennorm(beta=0.62, loc=2.04, scale=0.44) exponweib(a=214.97, c=1.31, loc=-11.87, scale=4.77)

Data ) Data
— 017: — POF

i 5 6 IH
Transport days (days) Transport days (days)

(a) Virgin Atlantic (b) Royal Air Maroc

Figure 5.15: Histogram plus best fitted distribution (with parameters) for the transport times of Virgin and RAM

¢ Carrier name - contains 100% missing information for Virgin and no variation for RAM (99.8% RAM is
the carrier)

¢ Shipper - only for RAM where it has only one variable, thus no variation

¢ From - as the majority is from shipped from one location for both Virgin (98.8%) and RAM (98.6%)
e Transport method - only for RAM where the only method of transport is air, thus no variation

e Flight number - only for RAM where there is no input (100% missing)

* Service level - only for RAM where the service level has only one variable, thus no variation

Furthermore, it is important to investigate and determine the correlation between the categorical variables
such that collinearity can be avoided [66, 137]. This section determines the association between the categor-
ical variables with the Cramer’s V test. Cramer’s V test offers a solution to this as it is a method to measure the
association between two nominal variables [1, 142]. Cramer’s V is based on the Pearson chi-squared but for
larger contingency tables than 2 by 2 and is given by the following formula [113]:

_ 2
e = N(k-1)

where ¢, is Cramer’s V, y? is the Pearson chi-square statistic, N the sample size, and k the smallest number
of categories of either variable. The results is a value between 0 and 1 where a larger value indicates stronger
association between the two nominal values. However, the association value does not provide information
on the direction of correlation. Therefore another step is taken to gain more insight in the relationship be-
tween the categorical variables. This approach converts the categorical variables in to dummy variables for
each possible variables that is represented in a Boolean manner [66]. For example, the categorical feature of
contract type is split into two new Boolean features, namely contract type 747 and contract type 787 for Vir-
gin. The categorical field contract type is now converted into two features that is either represented with an 1
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for True and 0 for False. Subsequently a correlation analysis between these dummy variables provide insight
in which categories have to be checked for collinearity. The corresponding overview of the association and
the correlation between the categorical variables have been plotted and can be found in D. Based on these
values further investigation in the dependencies between the categories resulted in the following findings:

1. Virgin Atlantic

* Transport method is deduced from the flight number, thus knowing the flight number also means
knowing the transport method (KL1000 is air transport, KL8000 and SOV-0001 is road).

¢ Flight number, service level and consignee are heavily correlated with only one exceptions which
are the shipments from Hounslow. As flight number has three variables and the others only two,
flight number is deterministic for the other variables. For flights with SOV-0001 the service level
is normal/routine and the consignee Bolloré Logistics. For flights with KL1000 or KL8000, the
service level is urgent/critical and the consignee is KLM E&M.

¢ Furthermore, contract type shows a high correlation with the shipper, flight number (and service
level and consignee which have already been reduced). However the relationship is not fully de-
terministic (only 90%), such that the categorical features cannot be fully predicted.

2. Royal Air Maroc

¢ There is small correlation between the incoterm and the consignee. However this relationship is
only deterministics for EXW incoterm which only occurs 10 times

This results in the remaining categories with its variables (plus occurrences) that are further going to be anal-
ysed for a correlation with the transport times:

1. Virgin Atlantic

¢ Contract type - two variables: 747 (250) and 787 (235)

¢ Part number - many variables

¢ Request type - two variables: stock replenishment (376) and forward exchange (109)
* Removal type - three variables: unscheduled (367), scheduled (88) and other (22)

» Shipper - five variables where two are excluded as the sample size is statistically insignificant to
the others resulting in the following three variables: Virgin Atlantic (292), Virgin C/O Bolloré (143)
and Virgin Atl. Eng (43)

¢ Flight number - thee variables: SOV-0001 (225), KL.1000 (184) and KL8000 (69)

¢ Weight - continuous variable

¢ ind. Weight - continuous

¢ Incoterm - five variables: CFR (226), CPT (139), FCA (62), DAP (34), and EXW (24)

2. Royal Air Maroc

¢ Contract type - four variables: 737 (320), repair only (76), 787 (43), 744 (5), where 744 is dropped
due to size being statistically insignificant

¢ Part number - many variables
¢ Request type - two variables: stock replenishment (420) and forward exchange (24)

¢ Removal type - three variables: unscheduled (340), scheduled (84) and other (4), where other is
excluded due to the size being statistically insignificant

* Consignee - two variables: KLM E&M (400) and KLM customer cl (44)
* Weight - continuous variables

* ind. Weight - continuous

¢ Incoterm - two variables: DAP (434) and EXW (10)
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Categorical Overview

This section will analyse the potential effect that the remaining categories have on the transport time. It
does so by first grouping the original data set in the different groups based on the categorical variable (e.g.
grouping based on method on contract type of Virgin). Subsequently for each of the groups, the transport
times are numerically represented. This representation might show differences between groups that indicate
some relationships between the category and the transport time that can be utilised.

Grouping the data set of Virgin leads to some groups that show a distinctive deviation from the overall trans-
port times. An overview of the results for these groups is given in Table 5.11. Figure 5.16 provides a modified
box plot, with more quantiles that provide extra information about the shape of the distribution for the dif-
ferent groups. It is important to note and consider that not all categories are independent and thus some
dependencies between the groups exist. From the overview it seems that the flight number creates the most
distinctive groups for the transport time behaviour. From this behaviour it appears that the transport by flight
number SOV-0001 (Truck from Bolloré) provides the fastest transport. Also, it can be noted that the KL8000
(truck by KLM Cargo) performs the worst. The other categories/groups also have distinction between the
groups but not as much as the flight number. Therefore, the flight number might be a good predictor for the
transport time of components which can be used to predict the demand in the next chapter. Furthermore,
the part numbers have also been grouped to evaluate if some components have a distinctive transport pat-
terns due to unknown specifications or requirements. The results for the part number (components) that
occur more than 10 times is given in Table 5.12. These results suggest that indeed certain components have
different transport behaviour which might be originating from different transport requirements. However,
as the data points (samples) for each group are small these findings cannot be statistically used to predict
transport times. Finally a scatter plot between the weight and the transport time of the components has been
made, which is shown in Figure 5.17. From the scatterplots it appears that almost all shipments containing
a total weight above 100 kg or components with a weight above 20 kg are transported by road. Any other
information about correlations cannot be reliably obtained as the individual weight is calculated based on a
total shipment weight and the total quantity of components in the shipments.

Table 5.11: Numerical overview of the transport times of Virgin for the different groups

Category Group Count Mean SD Min 25% 50% 75% Max
Overall n.a. 485 282 217 0.06 1.77 226 3.14 16.03
Contract tvpe 747 250.0 313 234 006 192 247 341 16.03
P 787 235.0 249 193 013 127 20 296 12.79

KL1000 184.0 276 229 0.06 189 226 3.05 16.03

Flight number KL8000 69.0 413 221 1.86 241 378 471 14.24
SOV-0001 225.0 246 194 013 123 197 296 12.79

Virgin Atl. Eng.  43.0 313 2.08 1.08 168 264 397 9.58

Shipper Virgin Atlantic ~ 292.0 248 191 0.13 1.63 2.01 296 14.24
Virgin C\O Boll  143.0 339 259 0.06 202 294 389 16.03

CFR 226.0 244 194 013 1.18 194 296 12.79

CPT 139.0 271 137 006 19 244 328 10.1

Incoterm DAP 34.0 263 075 1.68 196 231 3.13 4.08
EXW 24.0 4.6 334 1.07 215 294 758 14.24

FCA 62.0 386 344 1.05 226 276 4.14 16.03

The same analysis is performed for RAM categories, which appears to have less variation amongst the cat-
egories. The results for the different groups are provided in Table 5.13 and Figure 5.18. From the table it
becomes apparent each category shows little variation. The categories appear all to have one major group
which is similar to the overall transport. It appears so that there is no clear distinction amongst the compo-
nents and that they all have the same behaviour. This result corresponds with the facts that all the compo-
nents from RAM have the same agreements and processes with regard to the transport, unlike Virgin. Lastly
the scatterplot, Figure 5.19, between the weight and the transport time does not appear to show a correlation
between the weight and the transport time. All in all, RAM does not seem to have distinctive behaviour for its
groups that influence the transport time as they all follow the same process steps.
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Boxplot of the transport time of different groups
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Figure 5.16: Modified boxplot for the different groups of Virgin that provide more information about the shape of the distribution

5.3.4. Time Effects

This section investigates whether there are any time-dependency effects in the transport times. First, the
transport times based on the weekday of the shipment will be analysed. Secondly, the seasonality effect based
on different months cannot be accurately analysed as there is only data available from one year. However, as
an indication in the seasonality, the transport time for the different months are also presented.

Virgin

Table 5.15 provides the mean and median of the transport time of shipments depending on the day or month
they are shipped. This overview indicates there might be time effects on the transport times as there are dif-
ferences up to one day between the values. However, it should be taken in account that these values include
the three different transport methods as they were shown to have different transport behaviour in the pre-
vious section. Figure 5.20 shows the transport times for each of these transport methods. The figure shows
that there is indeed some fluctuations from the transport time depending on the day. However, due to the
low number of occurrences it is not possible to significantly find a clear relationship. The same also goes for
the monthly evaluation. At best it can be noted that the transport times seem to increase on Thursday, Friday
and Saturday for the shipments of virgin.

RAM

Table 5.15 provides the mean and median of the transport time of shipments depending on the day or month
they are shipped. From the table it becomes clear that RAM only ships US components from Sunday to
Thursday. Furthermore, on Thursday’s most components are shipped which is double the amount on any
other day. The transport time however, does not appear to fluctuate much between the days and the months.
Figure 5.21 shows the boxplot of each day or month of the transport times. This provides insight in the spread
of the transport times and indicates that the months April and May have a larger spread in transport times
than the other months.
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Table 5.12: Numerical overview of the different components and their transport time behaviour of Virgin

Part number Description Count Mean SD Min 25% 50% 75% Max

1167007141  \opdoverhead o 0, o 07 121 194 226 304 3.69
electronic unit

7010106H02  Ozone converter ~ 12.0  2.55 299 079 1.0 181 282 11.68

_ Gray water 120 169 075 076 1.07 1.82 199 2.96

interface valve

H321BTM Ind Att standby 12.0 358 398 126 224 268 3.06 16.03

77000-575

Standby attitude/
H342AAM .y . 11.0 444 461 1.12 1.8 2.3 4.57 16.03
ILS indicator
Scatterplot between weight and transport time of Virgin
Total shipment weight and transport time Calculated individual weight of components and transport time
16 - . Viucht_ nummer G- e Viucht_ nummer

* KL1000
* SOV-0001 SOV-0001
14 - KLB00O 14 kL8000

KL1000

e

12 - 12 -

w- .

Transport time (days)
Transport time (days)
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Total weight for shipment (kg) Calculated individual weight per component (kg)

Figure 5.17: Scatterplot between the weight of shipments and components against the Transport time of Virgin

Table 5.13: Numerical overview of the transport times of RAM for the different groups

Category Group Count Mean Std Min 25% 50% 75% Max
Overall n.a. 444 6.58 3.01 020 4.21 6.04 796 18.88
737 320.0 6.4 295 0.2 4.12 6.06 7.95 18.09
Contract type 787 43.0 7.03 3.2 278 427 596 8.73 12.86
Repair only 76.0 7.02 291 223 557 6.09 843 18.88
Request tvpe Forward exchange 24.0 654 299 078 51 674 724 16.17
qUEStYP®  giock replenishment 4200  6.58 3.01 0.2 421 601 7.96 18.88
Removal o Scheduled 84.0 6.84 255 123 518 6.69 7.95 14.75
typ Unscheduled 340.0 6.46 3.0 0.78 4.16 598 796 18.88
Consienee KLM Customers CL 46.0 5.59 261 121 392 541 7.94 14.75
& KLM E&M 398.0 6.69 3.03 0.2 422 6.08 8.06 18.88
DAP 434.0 6.6 3.04 0.2 421 6.08 7.97 18.88

Incoterm

EXW 10.0 5.5 067 473 473 594 596 6.17
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Boxplot of the transport time of different groups (RAM)
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Figure 5.18: Modified boxplot for the different groups of RAM that provide more information about the shape of the distribution

Table 5.14: Numerical overview of the different components and their transport time behaviour of RAM

Part number Description Count Mean SD Min 25% 50% 75% Max
Precooler control
63292146-1 valve CEM56-7 10.0 6.14 1.91 328 479 6.13 794 8.15
066-50008-0408 ' cather radar 90 598 331 078 414 588 802 10.89
transceiver
182820-3 Heat exchanger 9.0 4.87 211 122 296 4.75 6.69 6.92
High stage regulator
107484-7 CEM56-7 8.0 7.08 1.42 517 6.48 6.79 7.81 9.75

Table 5.15: Transport times of shipments from Virgin depending on the day or month they are sent

Day of the Week Count Mean Median Month Count Mean Median
Sunday 96 2.32 1.93 January 85.0 2.02 1.69
Monday 75 3.02 2.02 February  87.0 2.48 2.03
Tuesday 58 271 1.98 March 81.0 297 2.26
Wednesday 70 2.55 2.22 April 69.0 3.91 2.38
Thursday 64 2.97 2.93 May 84.0 2.8 2.54
Friday 56 3.36 2.89 June 76.0 2.94 3.03
Saturday 66 3.11 2.66
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Figure 5.19: Scatterplot between the weight of shipments and components against the Transport time of RAM
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Figure 5.20: Transport times boxplot of shipments shipped from different days of the week for each transport method

Table 5.16: Transport times of shipments from RAM depending on the day or month they are sent

Dayofthe Week Count Mean Median Month Count Mean Median
Sunday 83 5.9 5.93 January 67 5.48 5.14
Monday 67 7.19 7.01 February 67 5.5 4.73
Tuesday 74 7.48 7.72 March 49 6.57 7.24
Wednesday 49 5.64 5.93 April 71 6.31 5.92
Thursday 171 6.54 6.69 May 74 7.95 7.71
Friday n.a. n.a. n.a. June 107 6.9 6.75
Saturday n.a. n.a. n.a.
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Predictive Model Design

This chapter continues to develop a model to predict the demand at the AMS LC. This model is based on
the knowledge and insights obtained in previous chapters regarding the literature, measurements of the KLM
supply chain and the analysis of the data, see Figure 6.1. First, the predictive model and the different strategies
are described after which it is verified and validated. Then the test scenario’s and performance indicators are
given on which the model is tested and evaluated.

Business
Understanding

Data Understanding

Data Preparation
Modeling

Deployment

({0

Evaluation

Figure 6.1: Cross industry standard process for data mining and usage [111]

6.1. Predictive Model

A predictive model is based on processing big data and using the findings and measurements to build the
model. The predictive model used in this case is build upon the findings and measurements of the supply
chain and data analysis. For this research a predictive model is build to predict the demand of components
at the AMS LC. This short term predictive model will be applied to the first part of the MRO reverse supply
chain, which is the transport between the customer and the MRO provider. Such a model has not yet been
investigated for the MRO SC and thus is first of its kind. However, there are studies that have investigated
different travel time prediction models for applications such as road and traffic [63, 87, 89, 129]. This model
will evaluate each component and predict the arrival times of the component by different strategies, see
Figure 6.2. The model will be short term as the prediction horizon is only a few days. The model starts from
the moment a component is sent (in AEX) and therefore predict the arrival date which is generally a few days.

87
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The short term prediction therefore applies to predicting the arrivals and thus demand of components on a
daily basis in the short term future. This model cannot predict the demand of components in two weeks in
advance as it is linked to the conditions of components and only starts when the components is ready for
transport. These individual prediction allows insight in the predicted demand per components and the total
demand in a day that could be used for planning and coordination. This approach is preferred over standard
time series approaches which predict the total daily demand, because this approach provides information
about individual shipments that can be used to plan and prioritise administrative tasks. Splitting physical
and administrative tasks in the LC would reduce the lead time of the shipments in the LC (see 4.2.2). The
total demand per day is predicted simply by summing the number of components that are predicted to arrive
on the same calendar day. The aim for the model is to achieve an accuracy of 75% to correctly predict the
arrival day of the individual shipments, which comes from the business. This percentage would allow to plan
according to 75% of the demand and be able to handle most of the variation as safety factors can be included
in planning.

Datetime begin transport of component

A 4

Prediction Predicted transport Predict Component |
strategy time Arrival date

7'y

Training data

Figure 6.2: Schematic overview of the predictive demand model

AEX ‘shipped”

2en

Administrative
procedures (AEX)

AEX data

Start model

6.1.1. Strategies to Predict Transport Time

Different strategies have been made to predict the transport time based on literature, measurements of the
SC and the results of the data analysis. The limitations of the data have also resulted in limitations in the
use of strategies and the model. For example, the entire transport time is predicted instead of segments
as there is no reliable data for each segment. Nonetheless different strategies are explored that predict the
arrival time based on naive approaches, parametric approaches, and non parametric approaches (machine
learning) [129]. The different strategies are described in this section.

Mean (S1) and Median (S2)

The first two strategies are two simple, naive, strategies to predict the transport time of a component. Both
strategies predict the travel time of the components instantaneously. Strategy 1 (S1) predicts the transport
time of each component by taking the mean of the transport time of the total data set. The second strategy is
similar to the first but instead of the mean takes the median (S2) as predictor for each component. S2 is also
investigated as it is less influenced by extreme values (outliers) in the data set and therefore might be a better
estimator for the majority of shipments [26]. These naive strategies are easy and practical to implement as
they require no computational power. These strategies will provide insight in the performance of using these
heuristic approaches to which the other strategies can be compared [87].

Sampling (S3)

The third strategy (S3) takes a naive and non parametric approach to predict the transport time of compo-
nents by taking a random sample in the data set. This strategy is chosen based on research into a modified
bootstrap strategy to forecast spare parts demand, that had positive results [140]. This strategy assumes that
"history repeats itself” and naively predicts the transport time based on this premise. This strategy can only
predict transport times that have appeared and therefore is heavily dependent on the data set. Through ran-
dom sampling every data point regarding the transport times has the same chance of being drawn. However,
this strategy does follow the probability of the distribution from the data set, as there are more samples of
transport times in specific ranges than others [125]. For example if the data set has 100 samples with a trans-
port time between 1-2 days and only 10 between 3-4 days, it is more likely that the transport time will be
predicted to be one of the samples between 1-2 days.
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KDE Sampling (S4)

The following two strategies (S4 and S5) take a parametric approach to predict the transport times. These
two strategies first approach the transport time distribution by a function, after which random samples are
taken from it. The first strategy, S4, approximates the empirical distribution of the data set by a kernel density
estimation (KDE), see section 5.3.2. This KDE is assumed to capture the behaviour of the transport times and
predicts the transport times of new components taking random samples in KDE. This strategy is similar to the
sampling (S3), however with one great distinction. Unlike S3, this strategy allows the prediction of transport
times that have not appeared before based on the KDE. This strategy follows the distribution of the empirical
data set but smooths it out as it allows other transport time values in the range of the appeared times to be
taken.

Fitted Distribution Sampling (S5)

Fitted Distribution Sampling (S5) is similar to S4, but takes it a step further in generalising the behaviour. The
transport behaviour of the data set is approximated by fitting the data to numerous (theoretical) distributions
to determine the best fit distribution with corresponding shape parameters, as was done in the previous
chapter. This fitting further generalises the transport behaviour resulting in different shapes and probabilities
for the transport time values. As before, the transport time of an individual component is predicted based on
random sampling of the fitted distribution. Since the distribution is a theoretical one, negative values could
be predicted in some cases. When a negative value is predicted, this strategy neglects the value and resamples
until a positive value.

6.1.2. Machine Learning Strategies

Due to the large amount of categorical variables, it is a complex task to find a good prediction model for the
transport time of components. The data set has a large amount of nominal variables and it is unclear which of
these variables have a relationship with the transport times and what type of relationship this is. To manually
analyse these large amount of variables and their relationship is a hard, time-consuming and complex task.
Therefore, machine learning will be incorporated to process the data and provide various prediction models
of which the performance will be tested and evaluated [82, 137]. However, as most of the data is categorical
and the output is numerical (transport time), this limits the available machine learning strategies.

Linear Regression (S6)

Linear regression (S6) is a technique that assumes linear relationship between the variables and the output.
S6 is a simple, fast and highly interpretive model. The downside of the model is that it is unlikely to produce
the best prediction model as it can only handle linear relationship between the variables and the output.
However, research suggest that linear regression can be a preferred prediction method for large scale travel
time prediction [87]. The prediction model that results from linear regression takes the following form:

y=PBo+P1,x1+ B2, X2+ + B, Xp

in which y is the (predicted) transport time, x, different input variables and §, the accompanying coef-
ficients of the variables. The first step of in linear regression is to fit the coefficients to the data set. The
coefficients of the inputs are estimated using the criteria to minimise the sum of squared errors, meaning
that the coefficients are chosen such that the error between the model and the actual value is minimised. The
resulting coefficients can be easily interpreted as the association increase or decrease (depending on sign) of
the output value per unit increase of the associated variable. For linear regression analysis all the variables
are required to be in numerical form. Therefore, categorical variables have to be converted to a numerical
values, which can be done by introducing dummy variables as described in the data analysis [66].

Decision Tree (S7)

The idea behind the decision tree is to make smart decision rules in order to predict the outcome correctly.
The algorithm behind the decision tree is to divide the data into smaller subsets, that fall in the same category,
based on certain features. This algorithm could be used to divide the transport times into subsets that show
distinctive transport behaviour. This could be applied to each component to determine in which distinctive
subset it is a member. The machine learning algorithm splits each node in every level into two nodes based
on the relationship between the features and the predicting values. The algorithm continues for a predefined
depth level. The downside of the decision tree overfitting. Therefore the decision tree algorithm is checked
and the depth limited to avoid overfitting. Subsequently, the transport time from the subset is predicted
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by taking the average [129]. As only data from AEX is available for the predictive model this reduces the
possibilities in finding clusters or categories of components that have distinctive transport time behaviour.
The results of this strategy therefore depends on the data and the presence of these distinctive transport time
behaviours for the possible sub groups based on AEX data.

6.2. Model Verification & Validation

When building a model it is important to verify and validate the model. Verification determines whether the
model does what it is supposed to do while validation determines is the model correctly represent the real
process. Different checks have been performed to verify and validate the model which is described below.

6.2.1. Verification

The predictive model is supposed to take the input data and predict the transport time of a component based
on this data. Subsequently the transport time is added to the start time to predict the arrival date of the
component. Verification of this model has been done in two stages. First, during the model building several
checks have been performed to determine the correct functioning of each sub part. Then, when the model
was finished several test runs have been performed to verify correct functioning.

During developing of the model several functions have been checked and verified. Checks have been made
to verify that all the timestamps are converted to the same timezone which is GMT. Subsequently the model
follows different prediction strategies. For each of these prediction strategies, the methods and outputs have
been checked. For the methods that use the mean and median the prediction is simple as it is the same value.
For S3 which samples from the data set, the output has been checked whether it correspondent with a sample
that appears in the training data. This check resulting in a 100% match for 1000 samples. Furthermore, the
mean and median of the random samples have been checked for the strategies S3-S5 of which the results are
shown in Table 6.1. From the table it appears that S5 has some high deviation in the mean and median from
the data set and therefore seem not to be correct. However, it should be noted that the values do correspond
with the mean and median of the fitted distribution (which it is supposed to).

Table 6.1: Verification of the strategies by the mean and median (with 95% confidence interval) of the strategies based on 1000
samplings and 100 runs

Strategy Mean Meadian Macx relative error
Mean (S1) 2.82 n.a. 0
Median (S2) n.a. 2.26 0
Sampling (S3) 2.81[2.71-2.97] 2.25[2.19-2.28] 5% and 3%
KDE sampling (S4) 2.84[2.69-2.94] 2.38[2.26 - 2.49] 4% and 10%
Distribution sampling (S5) 2.39[2.28-2.48] 2.08 [2.02 - 2.14] 19% and 11%

Furthermore, for the strategies S4 and S5, the predicted value has been checked to verify whether new trans-
port time numbers appear (based on 2 decimals), which is the case for over 90% of the samples. It should be
noted that due to the properties of the fitted distribution and KDE, values smaller than zero are predicted in
rare instances (<1.5%)r. As this is not possible in the real world, the sample is redrawn when the predicted
value is negative (same as S5). The strategies appear all to be correctly predicting the values they are sup-
posed to predict. Based on the transport time values and the shipment date the arrival date is predicted
which produces a date time for all cases. The total predictive model is step wise verified to determine if the
correct actions are taken based on the inputs, which was positive for all the strategies. Finally some test for
verification where run to evaluate the correct functioning of the model. The first test checks how predictions
change for extreme values. In the training data set the transport times were multiplied with a factor of 10 to
see the effects of the predictions. In these cases the predicted values also changed with about a factor of 10,
which resulted in zero correct predictions. The transport times were also divided by a factor of 20, in which
the response was that all the shipments arrive on the same day. Furthermore, test where run where the input
was incorrect, leading to the model giving an error and not proceeding.

6.2.2. Validation - Testing Techniques
To determine whether the model is the right model that correctly represent the real world, is more challeng-
ing. The goal of the model is to accurately predict the arrival dates of the components that are shipped. The
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model is based on several strategies that predict the arrival date based on statistics of the data. Therefore, the
model is highly dependent on the data which in this case has some challenges (e.g. few data points or unre-
liable inputs). The model therefore does not perfectly represent the real system as not everything is captured
in the data to do so. Nonetheless, to determine if the model is valid enough for the purpose, the performance
of the model is going to be tested and evaluated against the real world. The model will be tested for specific
input, where the predicted arrival date will be evaluated with the actual arrival date of the component. For
this test it is required to run the model on historic data, as the arrival date must be known. The data that is
available is limited to the same data that was used for the analysis which consist of 485 shipments for Virgin
and 445 shipments RAM (see 5.2). One approach is to train (initiate) the model based on all data points and
subsequently test it for the same data points. However, this approach leads to a bias in the model as it is
trained and tested on the same data set. To avoid this bias and increase reliability different approaches can
be taken which are the following [66]:

» Train/test split - splitting the data set into a training set on which the predictive model is trained (initi-
ated) and a testing set on which the model is tested (e.g. data is split in 2/3 for training, 1/3 for testing).

» K-cross validation - split the data set into k equal sets in which every set is used one time as test set and
k-1 times as training set. For example, the data is split in four sets and the test is run four times in which
each run consist of three testing sets and one training set, which change between the runs.

¢ Bootstrap - from the original data set n random samples are taken with replacement for training and m
random samples for testing. However, this method might also suffer from a slight bias as the same data
points (shipments) might occur in the training set and the testing set.

As the data set only exist of a relatively small number of points, k-cross validation is eliminated because it
will split the data set into small testing groups. Also, bootstrap method is not chosen as it will have traces of a
bias. Instead a combination of the methods is chosen by running train/test split method for 500 times with a
split of 2/3 for training and 1/3 for testing for each run, see Figure 6.3. This provides the most reliable testing
data as with every run, a different random split will be made which can be tested for a large enough sample
size and where the training and testing set cannot include the same data points. Running the train/test split
for 500 times improves the reliability of the results as it significantly decreases the results (variance) based on
a’good’ or 'bad’ testing samples. This can be seen as a sort of sensitivity analysis to the data used.

_Training set Initiate/Train
213 (known output) model
Dataset Shuffle l
[ Y
113 Testing set Predictive Predicted Evaluate
= o mode output performance

Repeat 500 times

Figure 6.3: Schematic overview of the validation technique

6.3. Performance Indicators & Testing Scenario’s

This section first highlights the performance indicators used to evaluate and compare the different strategies.
Then the different testing scenario’s are elaborated which are performed and evaluated in the next chapter.

6.3.1. Performance Indicators

The performance of the predictive model has to be evaluated based on performance indicators. Based on the
performance the best strategy can be selected for the model. The main performance indicator that will be
used is the accuracy of correctly predicted shipments. The accuracy evaluates the percentage of shipments
with correctly predicted arrival date. This gives a measurement of how well the model can predict the arrival
data. For example a score of 50% would indicate that the model predict the correct arrival date of shipments
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in 50% of the cases, thus in 100 predictions 50 would be correct. Furthermore, the accuracy will also be
evaluated over a three day period, where the prediction is allowed to be one day off. This second accuracy
measure can be used as an indication of the demand in a three day period which provides additional insight
in the demand and can also be used by the business to plan over a three day span. The second accuracy
measure provides more information about the error of the individual predictions. However, two secondary
performance indicator will be used that provide better insight in the error of the prediction. The secondary
performance indicators are the Root Mean Squared Error (RMSE) and the Mean Absolute Error (MAE) [63,
147]. It should be noted that these indicators evaluate the error based on the exact time of the day of predicted
and actual arrival timestamp of the shipment which is too detailed as the main evaluation is for the correct
day and not fraction of days. Therefore, the accuracy of correctly predicted shipment by date will be the
leading indicator and the RMSE and MAE supplementary indicators. The same performance indicators are
used to evaluate the total arrivals in a day, where the accuracy will provide the percentage of exactly correctly
predicted total arrival. Also for the total daily arrivals another accuracy measure is done where the predicted
arrivals is allowed to deviate 10% from the actual demand.

6.3.2. Experiments

Four different tests will be performed and evaluated in the next chapter. The first test is just testing the dif-
ferent strategies for both customers (Virgin & RAM). For both the strategies S1-S7 will be tested. For the
decision tree (S7), the different subsets have to be categorised (based on AEX features) for the strategy to be
able to reach a classification. These subsets should have distinctive transport time behaviour and have large
enough data points to be statistically relevant. These different subsets have been investigated for both Virgin
and RAM and leads to the following decision trees displayed in Figure 6.4. For the subcategories that are ex-
cluded based on the number of data points, the strategy takes the closest significant subset to determine the
transport time. For example, for virgin the subset for the features contract type 747 and request type forward
exchange consist out of 10 samples which is not statistically relevant. Therefore these instances are decision
to fall under the larger subset of component with contract type 747. These subsets divide the data set into
categories that show to be the most distinctive based on the transport times. Figure 6.5 shows the KDE plots
for the transport time of the different subsets for Virgin and RAM.
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Figure 6.4: Decision trees that sub categorises the data set based on AEX features for RAM and Virgin

After the different strategies have been evaluated, the next test is to determine what the effects are and taking
the transport time in integers (calendar days) instead of floats (see Table 6.2). The effects of this simplification
in the data is evaluated to determine how the model performs with less information. For this test all the
strategies will be tested except KDE sampling (S4) and distribution sampling (S5) as these strategies are not
available for discrete values. Instead these strategies are represented by the sampling strategy (S3) as this
directly represent the probability mass function. Furthermore, there is also a fourth test to investigate the
effects of filtering outliers to the results. Filtering outliers in the data is a much discussed topic. To illustrate
the effects of this choice, the results with and without filtering the outliers for Virgin and RAM is tested.

Finally, the linear regression (S6) and decision tree (S7) will be tested on whether the models would perform
better if more data was available, which is the case in the data in LINK. The information in link might provide
extra information which allows the linear regression and decision tree to perform better. For example, the
decision tree makes a better distinction based on the flight numbers provided in LINK than the data available
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KDE plots of transport time for different groups of Virgin KDE plots of transport time for different groups of RAM

(a) Virgin Atlantic (b) Royal Air Maroc
Figure 6.5: KDE plots of subsets of customers showing distinctive transport time behaviour

Table 6.2: Difference between taking the transport time as floats (fraction of days or hours) or integers (calendar days)

Component Transport time

Shipped datetime Received datetime floats integers

2019-01-23 14:21 2019-01-2519:49 2 2.23
2019-05-1311:29 2019-05-16 06:17 3 2.78
2019-02-06 08:00 2019-02-09 14:40 3 3.28
2019-02-22 20:58 2019-02-26 08:30 4.0 3.48

in AEX. In the next chapter the two strategies are tested based on the data in LINK being available. The results
would provide an indication on how the model reacts to more data on the transport than only the data in
AEX.






Model Results, Discussion & Evaluation

This chapter provides the results of the different strategies and tests for the predictive model. First the results
of the different experiments are provided and evaluated. The results and their implications for this research
are subsequently discussed. The implications are then simulated and evaluated to assess the impact. Finally
the limitations for this research are described.

7.1. Results

This section starts with listing and evaluating the results of the four different experiments. The first experi-
ments compares the performance of the different strategies for making predictions to identify the best strate-
gies. The second experiment compares the results of the prediction model between taking the transport time
as integers or floats. The third experiment compares the result of the prediction model to when the outliers
are not filtered. Lastly, the results of the machine learning strategies of the predictive model are evaluated
for when the LINK data is used. The results provided in this section are from 500 simulations runs to reduce
elements of chance.

7.1.1. Predicting Strategies

The first test is to compare and evaluate the different prediction strategies. The different strategies are eval-
uated based on the performance for correctly predicting the arrival time of individual components and cor-
rectly predicting the total number of arrivals in a day. These performance of the strategies are primarily mea-
sured by the accuracy of correctly predicted individual shipments based on the calendar day. Additionally the
accuracy for the prediction in a three day span is provided. Lastly, the MAE and RMSE are used as a secondary
measurement that provides more insight in the average error which is calculated based on the difference in
hours and converted to days (e.g. 1.5 day is 36 hours). First the different strategies are evaluated based on the
performance for predicting individual components. Then the results for predicting the total daily arrivals is
evaluated. Finally the results between different customers is evaluated.

Predicting Arrivals of Individual Components

The results of the different strategies for correctly predicting the arrival dates of individual components for
Virgin is given in Table 7.1. The results show that there are two strategies for the predictive model that seem
to perform superior to the others. These strategies are the median (52) and the decision tree (S7). Both these
strategies have scores around 33-34 %, meaning that on average one out of three predictions are correct.
However, if the prediction is allowed to be one day off to the actual arrival of the shipment, the accuracy
increases to 77-78%. This means that if 100 components are predicted to arrive on day 20, about 34 would
actually arrive on day 20 and the other 66 would arrive day 19 or day 21. Both the mean (S1) and the linear
regression (S6) strategies appear to have about a three fold in performance between the accuracy and the
accuracy (+- one day), where they perform only slightly poorer than the median and the decision tree. This
shows that these strategies often appear to be one day off the actual arrival.

Taking a closer look at the two strategies (S2 and S7) shows that the standard deviation for accuracy of the
median is smaller than the standard deviation from the decision tree. Figure 7.1 shows the histogram of

95
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Table 7.1: Overview of the average results (with standard deviation) for predicting the arrival
of the individual components of Virgin from 500 runs

Strategy Accuracy  Accuracy (+- 1 day) MAE RMSE
Mean (S1) 21.73 (2.72) 70.63 (3.18) 1.32(0.1) 2.14 (0.29)
Median (S2) 34.7 (3.0) 77.88 (2.85) 1.24 (0.12) 2.2(0.32)
Sampling (S3) 23.65 (3.29) 60.19 (3.51) 1.88 (0.15) 3.05(0.29)
KDE sampling (S4) 20.94 (3.05) 55.82 (3.57) 1.99 (0.15) 3.12(0.29)
Distribution sampling (S5)  23.68 (3.13) 60.15 (3.9) 1.84 (0.22) 2.99(0.8)
ML - LR (S6) 22.9 (2.75) 74.25 (3.3) 1.32(0.1) 2.13(0.29)
ML - DT (§7) 33.42 (3.83) 78.58 (2.76) 1.22 (0.12) 2.18(0.31)

accuracy results from each simulation run for the decision tree strategy, which seem to show signs of normal
distribution. However, for the two strategies the MAE and RMSE shows that the decision tree performs slightly
better. The results regarding the MAE and RMSE do provide insight in the average error of the prediction and
show to be higher than 1, meaning that on average the prediction is at least one day off (>24 hours). Figure
7.2 provides more insight in the bias and variance of the error from different strategies in one simulation
run. This figure shows that the median and decision tree tend to have a skewed distribution as opposed
to for example the KDE which seems to provide a more normally distributed error. Ideally the prediction
model wants to have an error as close to zero with an evenly spread variance around it such that the mean
is zero. This behaviour is also observed for the strategies S3-S5 that show similar errors as the KDE sampling
in Figure 7.2. The other strategies tend to have errors more similar to the median and decision tree. The
figures however does provide insight in the predictions, where it shows that in all strategies there are a few
components for which the error is large. These components are probably the components in the data set that
have large transport times. These components does not seem to be well represented by the strategies S1, S2,
S6, and S7 as the error seems to be more often negative than positive, indicating that the component arrived
after it was predicted.

Histogram of the accuracy of the Decision Tree (S7) Strategy for individual Virgin components (500 runs)

————— average

Figure 7.1: Distribution of the accuracy from S7 strategy of the 500 runs for Virgin

The other strategies seem all to have an accuracy between 20-24 %. The performance of these strategies are
substantially lower than the median and the decision tree. The difference between the mean and median
performance can be explained through the presence of components with high transport time. These com-
ponents or data points have a high influence on the mean, as opposed to the median, resulting that it does
not accurately represent the bulk of the components. The sampling strategy performs a bit better than the
mean, but is dependent on chance to pick the correct transport time which shows to have low accuracy. The
same goes for the KDE and fitted distribution sampling, which show interestingly that the fitted distribution
performs better than the empirical KDE. This is probably due the low number of data points which benefits
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Table 7.2: Overview of the average results (with standard deviation) for predicting the total daily arrivals of Virgin shipments from 500
runs

Strategy Accuracy  Accuracy (+- 10%) MAE RMSE
Mean (S1) 14.43 (2.97) 14.43 (2.97) 1.46 (0.09) 1.87(0.13)
Median (S2) 20.65 (3.16) 20.66 (3.16) 1.32(0.09) 1.74(0.13)
Sampling (S3) 16.29 (3.13) 16.29 (3.13) 1.29(0.08) 1.64(0.11)
KDE sampling (S4) 159 (3.1) 159 (3.1) 1.31(0.08) 1.65(0.1)
Distribution sampling (55) 16.47 (2.98) 16.47 (2.98) 1.29 (0.08) 1.63(0.1)
ML - LR (S6) 15.44 (3.04) 15.44 (3.04) 1.45(0.09) 1.87(0.13)
ML - DT (§7) 19.28 (3.24) 19.28 (3.24) 1.3 (0.08) 1.7 (0.12)

generalisation of the training data set instead of assuming it is the representation of the entire data set. Finally
the linear regression algorithm appears to show inferior results with the provided data inputs.

(a) Median (b) KDE sampling (c) Decision tree

Figure 7.2: Error distribution for the prediction of individual component of Virgin

Predicting Total Daily Arrivals

Beside predicting the arrival of the individual component, the total daily arrivals are predicted by summing
the total arrivals in a day. The results for this prediction for Virgin are shown in Table 7.2. This table also shows
that the same strategies, S2 and S7, give the best performance based on all the performance indicators. The
median (S2) however performs slightly better that the decision tree (S7). However, the accuracy of correctly
predicted total daily shipments is only 20%. The performance does not seem to be affected if the accuracy
is prediction of the total arrivals is allowed to be 10% off. This is because the total daily arrivals are generally
smaller than 10 for the respecting testing data sets. This means that the 10% does not have any practical effect
as the difference is in almost all the cases smaller than 1 component.

Evaluation Virgin and RAM

The results for the strategies for RAM are provided in Table 7.3 for the individual components and Table 7.4
for the total daily performance. These tables show that RAM performs substantially worse than Virgin, where
the highest accuracy is around 15-16% and the other strategies perform between 10-15 %. Interestingly, as
opposed to Virgin, the best strategy for RAM is the mean (S1) followed by the median (S2) and then decision
tree (S7). The mean performs better than the median for RAM because of the shape of the distribution. The
distribution of RAM tends to be more evenly distributed over a bigger range than Virgin (see 5.13). Due to
the bigger variance and therefore more values, the transport time has more feasible values. This makes it
more difficult, as in lower chance, for the different strategies to predict the transport times [129]. The cause
of the bigger range, or variance, of the transport times are due to the transport process RAM uses. RAM
transport their components by air freight with one of their own cargo carrier aircraft between Casablanca and
Amsterdam. However, they can only transport the components if free space is available. Therefore, there is a
stochastic element hidden in the transport behaviour of RAM that causes the big variance which is difficult,
if not impossible, to accurately model. As all RAM contracts have the same transport agreements, it results
in the subsets of RAM to show less distinctive behaviour than the subsets of Virgin. Therefore, the decision
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tree algorithm has lower performance. Predicting the total daily behaviour of the shipments of RAM, tends
to have even lower accuracy’s with a maximum of 7%. Same as with Virgin, the number of total arrivals is in
almost all cases lower than 10 resulting in the same results for the accuracy allowing to be 10% off.

Table 7.3: Overview of the average results (with standard deviation) for predicting the arrival of the individual components of RAM from
500 runs

Strategy Accuracy  Accuracy (+- 1 day) MAE RMSE
Mean (S1) 15.8 (2.84) 40.63 (3.47) 2.29(0.13) 3.01(0.2)
Median (S2) 15.47 (2.51) 39.2 (3.25) 2.26 (0.14) 3.05(0.22)
Sampling (S3) 11.17 (2.61) 30.76 (3.6) 3.23(0.2) 4.23(0.26)
KDE sampling (S4) 10.22 (2.47) 29.7 (3.73) 3.35(0.21) 4.36 (0.27)
Distribution sampling (S5)  10.39 (2.44) 30.66 (3.59) 3.21(0.2) 4.15(0.28)
ML - LR (S6) 13.03 (2.84) 39.16 (3.44) 2.31(0.13) 3.02(0.2)
ML - DT (S7) 14.33 (2.34) 40.14 (3.43) 2.26 (0.14) 3.04(0.22)

All in all, the accuracy of the predictive model tends to be somewhat on the low side. With maximum values
of about 34% for Virgin and 15% for RAM for the correct prediction of individual components. The accuracy
does increase at least two fold if the prediction is allowed to be one day off, resulting in a prediction window
of 3 days. This increases the accuracy for Virgin to about 78% and RAM to about 40%. The strategy that
seem to perform the best is in both cases the median, which is closely followed by the decision tree. The
sampling strategies seem all to show the inferior due to the chance that is involved. The other machine
learning strategy, linear regression, also shows to be inferior in both cases. The reason for this might be the
lack of good indicators or simply an incorrect model. The last experiment tends to go over the machine
learning algorithms again to test their performance based on more data from LINK.

7.1.2. Float vs Integers

The second experiment is regarding the information of transport times being taking as integers (calendar
days) or floats (hours, converted to days). This test should give an indication about the effects of having
more precise information on the transport times for the prediction model. As the transport times are taken as
integers, strategies S4 and S5 are excluded as they are require continuous variables. The results from the test
are provided in Table 7.5 for both Virgin and RAM. The results show to be very close to each other for both
Virgin and RAM. The biggest difference is found for Virgin which shows an increase in prediction accuracy for
the strategy S2. This increase from 35% to 37% is due to the statistics of the transport time values in integers.
This is because the value of the median, corresponds with 37% of the data set resulting in the theoretical value
being obtained. When taking the transport time in floats, this does play a part as the float number represent
more detail that create more variance in the transport times. Furthermore, the transport time in hours leads
to different predictions of the arrival date depending on the time the component is shipped. All in all, this
experiment gives an indication that taking the transport times based only on calendar days, and therefore
having more limited information, produces similar results.

Table 7.4: Overview of the average results (with standard deviation) for predicting the total daily arrivals of RAM shipments from 500
runs.

Strategy Accuracy Accuracy (+- 10%) MAE RMSE
Mean (S1) 6.11 (2.49) 6.12 (2.49) 2.35(0.17) 2.98(0.21)
Median (S2) 6.87 (2.39) 6.89 (2.4) 2.39(0.13) 3.03 (0.17)
Sampling (S3) 5.14 (1.97) 5.14 (1.97) 1.88 (0.09) 2.44(0.13)
KDE sampling (S4) 4.99 (1.77) 4.99 (1.77) 1.89 (0.09) 2.45(0.13)
Distribution sampling (S5)  5.05 (2.03) 5.05 (2.03) 1.89 (0.09) 2.45(0.13)
ML - LR (S6) 6.35 (2.31) 6.36 (2.31) 2.23(0.12) 2.86(0.16)

ML - DT (§7) 7.01 (2.33) 7.02 (2.33) 2.25(0.11) 2.93(0.17)
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Table 7.5: Difference between the accuracy results of individual shipments when taking transport time in integers (calendar days) and
floats (hours)

Virgin RAM
Strategy Accuracy (float) Accuracy (int) Accuracy (float) Accuracy (int)
Mean (S1) 21.73 (2.72) 22.03 (2.6) 15.8 (2.84) 15.43 (2.89)
Median (S2) 34.7 (3.0) 37.34 (3.09) 15.47 (2.51) 15.47 (2.51)
Sampling (S3) 23.65 (3.29) 23.47 (3.19) 11.17 (2.61) 11.15 (2.66)
ML - LR (S6) 22.9 (2.75) 22.89 (2.84) 13.03 (2.84) 13.66 (2.91)
ML - DT (S7) 33.42 (3.83) 34.28 (3.8) 14.33 (2.34) 13.56 (2.55)

Table 7.6: Difference of the accuracy results for the individual shipments between filtering or including the outliers

Virgin RAM

Strategy Filtered outliers No filter Filtered outlier No filter
Mean (S1) 21.73 (2.72) 18.2 (4.57) 15.8 (2.84) 14.78 (2.69)
Median (S2) 34.7 (3.0) 33.89 (2.9) 15.47 (2.51) 15.61 (2.4)
Sampling (S3) 23.65 (3.29) 22.95 (3.16) 11.17 (2.61) 11.04 (2.58)

KDE sampling (S4) 20.94 (3.05) 16.23 (3.31) 10.22 (2.47) 9.18 (2.47)
Distribution sampling (S5) 23.68 (3.13) 22.71 (3.3) 10.39 (2.44) 10.31 (2.43)
ML - LR (S6) 22.9 (2.75) 18.98 (3.71) 13.03 (2.84) 13.92 (2.89)
ML - DT (S7) 33.42 (3.83) 32.43 (3.87) 14.33 (2.34) 13.68 (2.57)

7.1.3. Filtering Outliers

Earlier in this research the decision was made to filter the outliers in order to have better representation of
the bulk of the data. Virgin’s data set included five outliers that were filtered and for RAM only one. These out-
liers massive transport times compared to the bulk of the data due to exceptions in transport (e.g. shipment
lost). One might also argue that these exceptions are part of the process as they will likely occur again and
therefore should not be removed. As there is controversy whether to remove the outliers or not, this section
test the influence of this decision on the results. Table 7.6 provides the results running the simulations when
the outliers are filtered and when they are included (no filter). Comparing the results for Virgin shows that
including the outliers reduces the performance for all strategies. The outliers shows to have the biggest in-
fluence on the mean, KDE sampling and ML linear regression strategies where the accuracy drops with more
than three percent. For RAM the influence of including the outliers is smaller as there is one one. However,
there effects are still visible which tend to be the same as with Virgin for most strategies. Only the median and
ML linear regression strategy appear to increase slightly in performance. The strategies that perform best, as
discussed for the two customers, still hold for when the outliers are included. All in all, it has been shown that
filtering the outliers tends to increase the results of the prediction model with minimum affection [91].

7.1.4. ML with LINK Data

The last experiment is concerning the data input for the machine learning strategies. The data used for the
predictions were only from AEX as it is the only data available for the prediction model. This test investigates
the effects for using more data regarding the transport of the component on the prediction. Table 7.7 provides
the results of the predictive model when additional LINK data is used for the predictions. Table 7.8 compares
the results between AEX and additional LINK data, showing for both strategies the predictions of the machine
learning algorithms improve based on the data in LINK. For virgin this is an increase of 14% (S6) and 20% (S7)
while for RAM the increase is 10% (S6) and 37% (S7). This increase in performance is also observed for the
evaluations (i.e. total daily and accuracy +- 1 day). This is expected as LINK holds more valuable information
about the actual transport of the component as opposed to AEX where limited fields were available. For
example, in the case of Virgin a better distinction between the subsets of components could be made based
on the data regarding flight numbers in LINK. The results also show that the decision tree strategy, when
incorporating LINK data, is the superior strategy for both Virgin and RAM. Therefore, the results confirm that
having more data about the transport methods improve the performance of the ML algorithms.
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Table 7.7: Accuracy results for the machine learning algorithms based on additional LINK data

Virgin RAM

Accuracy Accuracy Accuracy Accuracy
(+- 1 day) (total daily) (+- 1 day) (total daily)
ML -LR (S6) 27.39(3.64) 74.04(3.27) 18.07 (3.53) 14.3 (2.7) 41.66 (3.8) 4.98 (2.14)
ML-DT (S7) 38.08 (3.27) 80.03 (2.64) 22.14(3.32) 19.67(3.85) 48.95(4.61) 6.11(2.37)

Strategy Accuracy Accuracy

Table 7.8: Accuracy results for predicting the arrivals of individual components for the machine learning algorithms between taking
data only from AEX, or also using the data in LINK

Virgin RAM
Strategy Accuracy (AEX) Accuracy (LINK) Accuracy (AEX) Accuracy (LINK)
ML - LR (S6) 22.9 (2.75) 27.39 (3.64) 13.03 (2.84) 14.3 (2.7)
ML - DT (S7) 33.42 (3.83) 38.08 (3.27) 14.33 (2.34) 19.67 (3.85)

7.1.5. Conclusion Results

All in all, the results of the experiments lead to the following findings. In general the predictive model seems
to perform best using the strategy to predict every component by taking the median of the transport times.
However, the performance of the decision tree strategy is very close to the median and even surpasses the
performance when additional data (LINK) is available. Also, there seems to be only small difference between
taking the transport times in integers (calendar days) or floats (hours) for the predictions. This would sug-
gest that having more details about the exact transport times does not make a big difference for predictions.
Furthermore, the decision to remove the few outliers in the data set improves the accuracy slightly, while the
findings about the best strategies remain. The overall results suggest that the predictive model could, at best,
predict 34.7% and 15.5 % of the individual components correctly for respectively Virgin and RAM using the
median strategy. This number increases to 38% and 19.7 % when additional LINK data is used with the de-
cision tree strategy. The prediction of the individual shipments lead to the accuracy of correctly predicting
the total number of daily arrivals to 20.6% (Virgin) and 6.9% (RAM). Allowing the prediction to be one day off,
therefore obtaining a three day period prediction increases the accuracy of the model to 78.5% (Virgin) and
40% (RAM). These number would increase to 80% and 49% with additional LINK data available. This would
provide more insight in the expected demand over a range of three days that can further be used for planning
purposes. The difference in performance between Virgin and RAM can be explained based on the data regard-
ing the transportation times. Comparing the results of Virgin and RAM together with the variance indicates a
correlation between the variance of the transport times and the accuracy of the model. The IQR of RAM was
shown to be twice as large as Virgin, while the accuracy of Virgin is twice as large as RAM. Furthermore, the
decision tree strategy, increases in performance when additional data is available as it allows to distinct the
underlying behaviours which individually have less variance. These results indicate that the performance of
the prediction model could be increased by reducing the variance of the transport process and/or increasing
the availability of data to be used. In the end these results show that for this case study, the effectiveness of a
predictive model is not that great to predict the expected demand based on data of the transport times. The
aimed accuracy of 75% of the individual shipments is not obtained. However, when the planning is adjusted
to a three day period, the prediction model could obtain 80% and 49% accuracy, which can provide a starting
point for three day plannings. This research and experiment had however shortcomings that should be taken
into account with these results, which are discussed next.

7.2. Limitations Research

When interpreting the results of the predictive model, the assumptions and shortcomings should be taken
into account as these have a big influence. For example, there are challenges when using ML strategies which
are primarily linked to the the data being sufficiently large and representative [137]]. These shortcomings for
this research are listed in this sections, where most of these are regarding the data.

First of all, the data from this research originates from two data sources, AEX and LINK, that provides some
data about the transport of components. Over the last years there was an update in the AEX environment,
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resulting in a transition from AEX 1.0 to AEX 2.0 which was only completed at the begin of 2019. This results
in that data points from 2019 on wards were complete and reliable to be taken for the case study, limiting the
total data points. Additionally, the integrity of entered data in AEX seems to be questionable for some fields
which could not be used for this research. This reduction in data points lead to specific elements that could
not be included such as seasonality effects.

Beside AEX, there is more data about the transport available in LINK. This information from LINK is only
available for the part of the transport where KLM E&M is responsible for the transport and thus results in
gaps of missing information during transport. As the entire transport could not be accurately described in
data, this limited the analyse and model parts of the transport separately. The two data sources, AEX and LINK
were able to be merged to provide an overview of the available data between customer and the Amsterdam
LC. The reliability of all the data fields were checked by manually tracking shipments were possible. This
resulted in some fields being excluded for the research that proved to be unreliable. This also resulted in
proving that there is often a discrepancy in the time the component is marked as received in AEX, which
seems to be a (few) day later than the proof of delivery by Bolloré. This also raised the concern whether
the indication of the component shipped in AEX is correct. However, this was assumed to be correct as it
could not be further investigated. Furthermore, different timestamps provided in LINK were also shown to
have some delay opposed to the timestamps from manual tracking of the AWB. All of this results into data
that could not be taken into account for this research. This includes information about the components
dangerous goods, important timestamps during transport and the individual weight of components. These
seems to be important factors during the transport which could not be included due to the integrity of the
data.

The measurements of the SC for this case study showed that there are different agreements and therefore
processes for the reverse transport of the components from customer to the AMS LC. This results in different
transport time behaviours that should be analysed. These include the presence of waiting times and stochas-
tic processes, which are not represented in the data set. Examples are the stochastic decisions of components
being temporarily stored by Bolloré between Schiphol and the AMS LC, and the chance that a components
departures on a flight based on available space (RAM). Furthermore, it should be noted that the size of the
total data points was about 450-500 samples. This number of data points makes it hard for the results to be
statistically significant. The sample size makes it difficult to investigate all the underlying behaviour in the
data set. For example, the different subsets in the data set cannot be accurately portrayed as often subsets
have only a small number of samples resulting in insignificant statistics. This made it more difficult to find
accurate predictors for the transport times.

All in all, the limitations in data and process makes it difficult to build an effective predictive model when the
data available cannot accurately describe the transport of the components. Nonetheless this research was
aimed to investigate how well the components can be predicted based on the currently available data about
transport times. The results provided in this chapter showed that the accuracy of the models tends to be on
the low side. The conclusions of this research are given in the next chapter together with the recommenda-
tions for improvements.

7.3. Discussion

KLM E&M is expected to grow tremendously in the following years and to accommodate this it is important
that there is transparency in the demand for management purposes. However, the results indicate that with
the current processes only a small proportion of the total flow could be predicted. Furthermore the results
also show important discoveries that can be used to improve the supply chain to increase the predictability
of components. This section describes important area’s of improvements to increase the predictability of the
demand based on findings in this research.

7.3.1. Redesign of Transport Process

The results indicate that increasing the stability, reducing variance, in the transport process improves the
prediction accuracy. Virgin shows better prediction results than RAM due to the transport time of the com-
ponents being more stable. RAM instability of the transport is caused by a stochastic process in the transport.
Furthermore, for Virgin the prediction accuracy further increases when a distinction can be made between
the different transport methods based on the flight numbers. The measurements in combination with the
analysis show that the transport time for Virgin 787 components, that are fully handled by Bolloré from Lon-
don to the AMS LC, have the fastest transport time compared to the transport of 747 components (see 4.2.1,
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5.3.3). Figure 5.16 and Table 5.11 show that the transport of 787 components by truck (SOV-0001) outperform
the transport of 747 components by air (KL1000) and truck (KL8000). The reason behind this is due to the
inefficiencies in the processes of Bolloré, between the handover of components at Schiphol and the transport
to the AMS LC. This segment of transport was showed to be on average 1.8 days between the arrival of ship-
ments at Schiphol and the delivery of the shipments to KLM E&M in the AMS LC (see 4.2.4). This introduces
enormous variance in the transport time for Components handles by Bolloré from Schiphol. This last mile
transport between Schiphol and the AMS LC constitutes of a large part of the total transport time (61%) for
the components, which are caused by the late pickup of the shipments and the presence/use of an in between
warehouse by Bolloré. Finally, analysis in the behaviour of the demand at the AMS LC showed that splitting
the components in specific teams to be handled increases the variability of the demand per team. Combining
the teams together would reduce this variability making the demand more smooth.

All these findings suggest that there are a lot of factors, that are different between customers and transport
methods, that increase the variance and instability of the transport process. To increase the predictability of
transport, it is suggested that return process of components should be redesigned. Business process redesign
and Lean Six Sigma methods lead to more stability in the transport process upon which better predictions can
be made [84, 92]. Applying Lean Six Sigma methods will also lead to improvements in other areas. It is sug-
gested for KLM E&M to take control of the US return transport process for all customers. This control allows
to regulate the return process and introduce standard rules and processes for all components. This reduces
the variance of the transport process and allows for the rules of the transport to be included in the predictive
model to improve the performance. Furthermore, standardising the processes allows for one model to be
used for all customers. Within the redesign of the US return flow, the processes of Bolloré should be included
to drastically reduce or remove the waiting times caused at the handovers point at Schiphol and the use of
the in between warehouse. All these suggestions would lead to a stable transport with low variance that can
be better represented by the predictive model.

7.3.2. Data Improvements

Beside the redesign to improve the transport processes it is also important to make improvements regarding
the data. As was shown with the machine learning algorithms, the prediction accuracy increased with the
data that can be used. The limitation of this research are mainly regarding the data. There are several aspects
that need improvements regarding the data.

The first aspects is regarding the reliability of the data. The data validation (4.2.4) showed that there are
several fields for which the data is not reliable. The data that is entered should be entered more securely
and with more considerations as they might contain important aspects that influence the transport, such
as Hazmat components. Additionally the timestamps that are recorded in LINK could not be validated and
appeared to be unreliable, not allowing the analysis of segments and timestamps during transport.

Another important aspect, beside the quality, is the quantity of the data. There appears to be important
measurement missing such as the individual weight or dimensions of components that can also result in
different transport processes. This also reduces data regarding important factors in transport that can be
used for analysis and to serve as important predictors for transport process.

Beside the quality and quantity, also the integration of the data sources should be improved. The CBBSS
database could only provide at best a 20% match between the different systems while manually a 50-60%
match was realised. Increasing the match between the two systems increases the size of the data set that
can be analysed for insights. Furthermore it should be considered that currently AEX and LINK both contain
information about the component, however only AEX data can be used to predict the transport time as this
marks the beginning of the transport. Therefore, it is important for the redesign to take in considerations
what extra fields to include in AEX that can serve as predictors for the transport process.

Lastly, data regarding the transport of components of which the customer is responsible is missing. This data
is important when analysing the complete transport process. In this research, some assumptions were made
for this part of the transport based on manual tracking of AWB numbers and inquiring about the processes.
However, if the transport process is not going to be redesigned it would be beneficial to find a way to receive
and integrate the data of external 3PL

Improvements in the data will lead to better analysis and monitoring of the transport processes, which is
crucial for increasing transparency in demand and the supply chain. Therefore it is suggested to include this
when redesigning the transport process. EDI connections between data systems of the customers, logistics
provider and KLM E&M would allow for improved data reliability and integration. Additionally, AEX should
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Table 7.9: Comparison between numerical representation of original data set and externed data set of Virgin

Time Period Data Points Mean SD Min Q1 Q2 Q3 Max
01Jan - 01 Jul 2019 485 282 217 0.06 1.77 226 3.14 16.03
01 Jan - 01 Dec 2019 954 323 391 005 181 232 331 41.25

include important predictors of the transport process to be able to predict the arrival time of components,
such as the weight, dimensions and hazmat status. Lastly, additional timestamps during transport should be
recorded to improve insight in the process. These timestamps can be ones that mark the handover points
during transport or beginning and end of a transport segment.

Industry 4.0 technologies provides solutions to improve the data governance and integration. The use of RFID
on shipments could provide an effective method to improve tracking of components upon which predictions
could be made. The use of RFID would also allow additional benefits such as saving all transport information
on the RFID tag. During the transport the RFID tag allows for fast identification and recording of information
(e.g. proof of delivery and recording timestamps) [90]. RFID readers integrated in the transport methods
together with a GPS and internet connection, would allow the real-time tracking of the components [44, 86].
Based on these real-time tracking and certain triggers during transport (e.g. start of transport or arrival on
certain location), an accurate prediction could be made for the arrival time [57]. Based on these real-time
tracking and information, the planning of the LC could be scheduled [18]. Additionally, blockchain could
provide a secure and efficient way to record and share the data between the stakeholders as it is immutable
and allows for automation (e.g. claims when transport time is too long) [108].

All in all it is clear that the current supply chain of KLM E&M does not allow accurate prediction to be made
regarding the demand of components at the AMS LC. The current processes and data regarding the transport
of components includes many inefficiencies that result in poor predictions. The processes and data systems
could be improved to achieve more stable transport processes and better data representation of the transport.
It it suggested that KLM E&M takes control and redesign the transport process in such a way that it becomes
a stable process. This would lead better predictions of the demand based on the reductions in variance in the
transport process, better representation and transparency in the transport process.

7.4. Evaluation

This section will evaluate the findings and analysis of this research and determine what the impact of sug-
gested solutions can be on the predictability of shipments. First of all one limitation is the fragmentation of
data that has lead to a loss of data samples. The loss of data samples lead to several aspects that could not be
included in the model as the findings were statistically insignificant. Therefore, an updated data set of Virgin
will be used for the evaluation in this section. The data set includes the shipments between 1st of January and
31st of November 2019, resulting in a total of 954 data points. Table 7.9 shows the comparison between the
original data set and the updated data set. The table shows that the changes are minimalistic in the represen-
tation regarding the quantiles. A bigger change is noticed when comparing the mean and standard deviation,
however these values do not accurately represent the data set as was shown that the data is not normally dis-
tributed. Figure 7.3 and Table 7.10 show the results of fitting the extended data set to theoretical data set to
validate the findings done in 5.3.2. The results show that with more data available the SSE is much lower and
thus resulting in a much closer fit. The data set tends to be best represented by the log logistics distribution,
even when the bootstrap method was applied. The extended data set also allows to make better distinction
between different groups and thus allows for better decision trees and/or other strategies.

Not only did the size of the data set limit the options but also the fragmentation, unreliability and missing of
the data. This withheld the possibility to analyse and model segments of the transport as there was no data or
unreliable data available. Improving the data integrity would allow this information to be used. This is sim-
ulated by taking the Virgin 747 components which are transport by Virgin until Schiphol and then handed to
Bolloré for the last mile transport to the AMS LC (see section 4.2.4). The arrival time at Schiphol of shipments
transported by KLM cargo can be assumed to be adequately accurate in LINK. This allows the transport to be
splitin two segments. The first segment consists of the transport where Virgin is responsible between London
and Schiphol. The second segment is the last mile transport where Bolloré is responsible from the pickup at
Schiphol and delivery at the AMS LC. The numerical description of the two segments is provided in Table
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Figure 7.3: Histogram plus best fitted distribution (with parameters) for the extended data set of Virgin

Table 7.10: Best fit distributions with respective SSE score for each customer based on larger data set

(a) Best fit distributions with SSE of (b) Best fit distribution from bootstrap
Virgin method
Distribution SSE Distribution Occurences
Log Logistics 0.344 Log Logistics 56
Burr 0.348 double Weibull 26
double Weibull 0.349 double Gamma 7
Alpha 0.351 Others 11

generalised Normal 0.394

7.11.

The description shows interesting features that confirm earlier findings. There are a few values in the tables
that are unrealistic and are caused by human errors, however these are only a handful and do not impact
the findings. The findings confirm that the first segment of the transport is better described and takes shorter
with much less variance (given by the IQR and SD). The second part of the transport on the other hand, where
Bolloré is responsible, takes the largest fraction of total transport time with a much larger variance. Therefore,
the handover and last mile transport consist of a lot of waste which has to be looked to improve forecasting.
If the process was better described and the variance reduced, the forecasting would lead to better results.
To show the effects of the variance on the results, the prediction model has been run for the first segment
and second segment independently, see Table 7.12. The results show that the accuracy of the prediction
for the first segment is 64%, which is about 50% higher than the prediction for the second segment and the
error about a half lower. This indicates that if the result of the prediction can be substantially improved if
the processes show less variance and are better described. This means that the processes of Bolloré should
be examined and improved to reduce variation in the transport process. This would both reduce the total
transport time of the shipments as improve the predictability of it.

Alternatively, KLM E&M can take the responsibility for the entire return transport just as done with the Virgin
787 components. As already was shown this transport method performed best while everything is shipped
by road. The reason for this is because it has no handover points as Bolloré picks up the component at Virgin
and delivers them straight to the AMS LC. This result in the only variance being in the actual transport of the
component by road and the pickup time by Bolloré. This process could also be implemented for the 747 com-
ponents to increase the predictability by controlling the process, the variance and the data availability and
reliability. This scenario is evaluated by only taking the Virgin 787 shipments and running the simulation for
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Table 7.11: Numerical description of the transport time in hours for the different segments involved in the transport of Virgin 747
components

Transport Method Segment Count Mean SD Min Ql Q2 Q3 Max

KIM CargoAir ~ OPdO0" o5 270 200 -105 17.5 189 239 2136
Schiphol
(KL.1000) Schiphol -
Melc 232 440 650 -193 235 358 526 6793
KIM CargoRoad ~ L0M90"° g 374 1g5 08 290 338 459 1146
Schiphol
(KL8000) Schiphol -
Melc 92 661 777 80 257 410 692 5905

Table 7.12: Results of predicting arrival time of shipments per segment of Virgin 747 components

Transport Method Segment Accuracy MAE RMSE

KLM Cargo Air Ié‘;ﬁfhﬁ)l 64% 062 1.16
(KL1000 & 8000) 1P
Schiphol -, o 115 2.69
AMS LC ? : :

the median and decision tree strategy of which the results can be found in Table 7.13. The table shows results
that are similar to the results found before when additional LINK data was used. The results seem to plateau
around these values, which might be due to the quality of the data. It appears that the decision tree algorithm
cannot find any more distinction between these shipments resulting in about the same performance. The
quality and quantity of the data set should therefore be improved to allow more meaningful analysis to the
data. Overall the best strategy for KLM E&M would be to use the median for simple prediction and employ a
three day planning and forecasting horizon, which would contain about 80% of the shipments.

Table 7.13: Accuracy results for the 787 shipments of Virgin for the updated data set

Strategy Accuracy Accuracy (+- 1 day) MAE

Median (S2) 34.6 (2.23) 78.0 (1.88) 1.12 (0.06)
ML -DT (§7) 37.8(2.53) 80.4 (2.24) 1.02 (0.06)







Conclusion and Recommendations

8.1. Conclusion

The objective of this research was to investigate how the transparency regarding the demand in the MRO re-
verse SC can be increased by a prediction model. The increase of transparency will lead to improved control,
planning and coordination of the operations in the SC. This research has taken a case study approach to the
mentioned objective by investigating the first part of the reverse SC. The scope of this case was to investigate
ways to improve the transparency in demand for the US component flow at the Amsterdam LC. The main
research question was formulated to be:

To what extent can the demand of components be predicted in the reverse supply chain based
on the available data from a transport perspective.

Various sub-questions were formulated to answer the main research question and reach the objective. The
first sub-questions are related to a literature review in the aviation MRO, Industry 4.0 and forecasting tech-
niques. The literature study highlighted the importance in forecasting demand for the SCM of the MRO in-
dustry. However, forecasting the demand proves to be a challenge that is faced throughout the MRO industry.
Various studies have investigated methods to forecast the spare parts demand of components to improve as-
pects such as inventory management and component availability. However, these studies focus on improving
the transparency in demand for the forward SC and have neglected the reverse SC. This research fills this gap
in literature by investigating methods to improve the transparency of the reverse SC.

Industry 4.0 technologies were investigated to find potential solutions to improve the transparency in the SC.
Industry 4.0 revolves around blurring lines between the physical and digital world by creating cyber-physical
systems. The idea is to connect and integrate the subsystems together to a central point from where they can
be controlled. It is based on the integration of data and information to create end-to-end transparency in
the system for decisions to be made that would lead to global optimisations instead of local ones. Different
technologies have been related to Industry 4.0 which that help to realise the objective. These technologies
and concepts can also be used to improve the transparency in the MRO SC. A combination of IoT devices
with blockchain was identified that could help to increase the data integrity and transparency between the
different stakeholders in the MRO SC. This would provide a secure and efficient method to (real-time) track
components in the SC. However, this solution would require investments in both time and money made
across the different stakeholders to work optimally. Therefore, first, the necessity of these investments has
been determined by investigating different approaches to increase the transparency in the current SC. This
research is based on the currently available data regarding the transport times of components in combina-
tion with data analytics and machine learning to predict the demand at the LC. The answer to this research
question is provided based on a proof of concept at KLM E&M CS.

For the case study, the first part of the reverse SC was investigated regarding the the reverse logistics of com-
ponents between the customer and the MRO provider. Based on the measurements, it became apparent that
the current SC is fully reactive, with no forecasting strategies implemented in the reverse SC. This results in
sub-optimal decisions being made with respect to planning or coordination in the SC, creating inefficiencies.
These inefficiencies result in the creation of waste such as waiting times for components and utilisation of
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employees as the planning is rigid and does not adapt to the demand. Furthermore, the data and information
appeared to be fragmented across the SC, resulting in gaps of data in the end to end process. Data integration
and reliability also proved a challenge in the current KLM E&M SC which reduces the available data for the
analysis. Lastly, the lack of standard processes increases the variation and complexity in the processes that
destabilises the flow. This research takes a closer look at two customers for the proof of concept, which are
Virgin Atlantic and Royal Air Maroc (RAM).

The data regarding the transport of the US component between the customers and the AMS LC has been
found in two systems: AEX and LINK. The two data sources were combined to provide an overview of the
available data related to the transport between the customers and the KLM E&M. Both customers have mul-
tiple contracts for components belonging to different type of aircraft. These contracts include different agree-
ments related to the return of the US component to KLM E&M. The lack of one standard process results in
increased variance of the transport behaviour (time) for the US components. Virgin has two different con-
tracts, each having separate agreements regarding the transport of the US component. For one contract, 747,
Virgin is responsible for the transportation until Schiphol, after which it is handed over to Bolloré for the last
mile transport. For the other contract, 787, KLM E&M is responsible for the transport from London to Amster-
dam, which is handled by Bolloré. This results in different processes and transport time behaviour for Virgin.
RAM has four contracts, however all state that RAM is responsible for the transport until Schiphol, after which
Bolloré handles it. The process of returning the US component for RAM include a stochastic element. This
element is due to the US components being sent back by RAM air freight in which they have to wait for free
available space for transport. The transport times data in LINK are only recorded when Bolloré is responsible
for the transport, which for RAM and one contract of Virgin is only from Schiphol to the AMS LC. This results
in gaps in data for the other part of the transport which cannot be analysed. The data revealed presence of
inefficiencies in the transport process of Bolloré between Schiphol and the LC. The data showed that the last
mile transport by Bolloré takes on average 44 hours from the arrival at Schiphol, which is about 60% of the
total transport time for Virgin shipments. The impact that the last mile transport of Bolloré has on the entire
transport time is enormous as it has long times and has high variance. This was shown to be the case for Vir-
gin but is probably also present for RAM as the process is the same. Furthermore, the data integrity of certain
fields, e.g. Hazmat or individual weight, both in AEX and LINK have proved to be unreliable or missing.

The data also provided insight into the demand behaviour for the AMS LC regarding the US components.
This demand was shown to be classified as smooth for all the shipments which pass through Bolloré and
KLM E&M expedition. After the expedition, the components are split based on the aircraft type for dedicated
teams to handle. This split in aircraft type results in the demand behaviour changing to erratic for certain
teams. The split leads to the teams having to deal with more demand variation, causing inefficiencies in
planning and the creation of waiting times. However, as the tasks of the different teams are similar it would
be possible to combine the teams. Combining the 747 and 787 teams resulted in a decrease of more than
50% for the classification of erratic to smooth. Combining the teams reduces the variation in the total daily
demand making it easier to forecast and plan.

The transport behaviour of the components have been investigated per customers. After manually merging
AEX and LINK, a data set of around 500 samples per customer was obtained that has been further analysed.
The transport time for components has been determined by two timestamps that seemed to be most reliable,
AEX for the start of transport and LINK for the end of transport. First, the data was cleaned where the invalid
data samples such as negative transport times or exceptions in transport times (e.g. 100 days) were filtered.
The remaining data set was numerically described and visualised by a boxplot, histogram, KDE and ECDE
This provided insight into the transport behaviour and the distribution of the customers. The comparison
between the distribution of Virgin and of RAM showed that Virgin transport process was better described with
about half of the variance of RAM. This can be attributed to the stochastic element present in the transport
for RAM, causing a steady flow of components over a longer period. The data for both customers were also
fitted to theoretical distribution in which the double gamma distribution seemed to frequently describe the
behaviour for the customers. However, for Virgin the log logistics distribution proved later on to be the best
fit in the majority of cases. Furthermore, features were investigated that would indicate different transport
behaviour for the components. This was found for Virgin, which showed that a distinction could be made
between the three transport methods used by the flight number field in LINK. For RAM, a clear distinction in
transport behaviour was difficult to find as all the items are exposed to the same processes.

Based on the analysis of the transport times, different strategies were proposed to predict the arrival date of
components at the AMS LC. The predictive model is triggered by the start of transport, which is marked by
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the AEX shipped notification. Therefore, the fields in AEX are the only available data fields for the predictive
model. The predictive model tested seven strategies for predicting the transport time per component. These
include taking mean values, sampling from distributions and machine learning strategies. The strategies
were tested and validated based on a technique that split the data set into a training and testing set. The
training data set is used to initiate the strategies which are then evaluated on the test set. Experiments were
run to determine the best strategy, the effect of less details in transport times, the effect of filtering outliers,
and lastly the effects of incorporating the data in LINK for the predictions.

The results show that the performance of two strategies were superior compared to the others. These strate-
gies predict the transport time of individual shipment based on the median and a decision tree to distinguish
between different transport behaviours (machine learning). The performance was evaluated based on the
accuracy of correctly predicting the arrival date of shipments. Furthermore, for this case study, it appeared
that there is practically no difference between taking the transport times in calendar days (integers) or in
hours (converted to days presented as floats). Also, removing the outliers showed to increase the perfor-
mance slightly with minimal impact on the end results. Lastly, having more data available about the transport
of component, LINK data, improved the performance of the machine learning strategies. This led to the de-
cision tree algorithm being superior to all the others. The results show that the performance at best reaches
an accuracy of 38% for Virgin and 20% for RAM for the individual components. The accuracy increases to
78% and 40% when allowing the predictions to be one day off, indicating the expected demand in a three day
period. Overall the best strategy for KLM E&M would be to use the median for simple prediction and employ
a three day planning and forecasting horizon. The results indicated that the performance of the prediction
model could be increased by reducing the variance of the transport process and/or increasing the availability
of data to be used.

Allin all, the results of this case study indicate that, based on the current processes and available data, the de-
mand can only be predicted for a small percentage of the components. The accuracy of the predictive model
seems to be dependent on the availability and reliability of data. For Virgin, the different transport processes
are better described in the data than RAM, leading to better performance. For RAM, the transport process
incorporates a stochastic element which could not be incorporated in the predictive model. To increase the
transparency in demand, KLM E&M would need to improve their processes and operations. The observations
in this research identify different area’s where improvements can be realised by process improvement theories
such as Lean Six Sigma or redesign. Industry 4.0 technologies would be able to assist in these improvements,
where 10T devices in combination with blockchain would improve the number of measurements, integrity
and integration.

8.2. Limitations

The research had some limitations that should be taken into account regarding the conclusions. First of all,
due to the circumstances, the research had limited data points available to analyse. This proved to have some
limitations as all the different transport behaviour could not be captured and distinguished in the data set.
Besides the size of the data set, also the integrity and availability of data proved to be a challenge. This resulted
in important data fields that are suspected to have an influence on the transport, such as dangerous goods
or weight, not to be taken into account. Also as accurate measurements were missing, it was not possible
to investigate and predict segments of the transport. Lastly, the transport of the components seems to have
follow different processes that include stochastic elements such as whether components are stored in an in
between buffer or have to wait on available space for transport.

8.3. Contributions

This research contributes to the scientific community by investigating the potential to predict demand, based
on the transport times of components. Various studies in the MRO industry have focused on forecasting
methods to increase transparency in demand for spare parts. These forecasts are focused on the spare parts
request for inventory management, neglecting to research methods to increase transparency in demand for
the reverse SC for planning and control purposes. This research takes the first step towards filling this gap
by investigating the potential of predicting the demand based on the transport times of components. The
approach and findings could be used as reference for further studies regarding this aspect. Also the research
identified that the log logistics distribution can be used to approximate well described transport times. This
distribution could be used in future studies as inputs to simulate transport behaviour. Furthermore, the me-
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dian was investigated to be a better predictor for the transport times of a population than the mean. This in-
dicates that the median might be taken for a heuristic technique to predict transport time for other transport
problems. Lastly, the research identified that the variance of a dataset could be correlated with the perfor-
mance of prediction models.

8.4. Recommendations & Further Research

This research has given insight into the processes of KLM E&M of which several areas of improvements were
identified to improve operations. These improvements are related to reducing variation in the processes and
improving the data availability, which would increase the predictability of components. For these process
improvements different approaches can be taken such as Lean, Six Sigma or a redesign. In the improvements
it is advised to explore the possibilities to integrate Industry 4.0 technologies such as RFID, GPS trackers and
blockchain to provide new possibilities. The following recommendations are given to improve different as-
pects. First it is advised for KLM E&M to take control of return transport of US components. This would
increase the data availability and allow for the transport to be well defined, eliminating stochastic elements
and reducing variance in transport times. Additionally, the transport by Bolloré from Schiphol should be in-
vestigated to eliminate huge waste and reduce the variance in transport time. This part of the transport was
shown to take on average 1.8 days which introduces unnecessary waste. Besides these transport aspects it is
advised for the LC to combine the RA teams to reduce the daily demand fluctuation. Also it is advised to split
the physical and administrative tasks for the RA to reduce the lead time of components in the LC. Addition-
ally, incorporating the prediction model based on the median would provide information about the demand
over a three day period. Besides the processes regarding the transport, KLM E&M should invest in their data
systems and structure. The data reliability could be improved by creating EDI connections between systems.
The (number of) measurement points should also be improved to get a better representation of the trans-
port process, e.g. individual weight or timestamps. Lastly, the integration between different data systems,
such as AEX and LINK, should be improved to efficiently use all data. All the mentioned recommendation
should improve the stability of the transport processes after which the median could be taken as an approx-
imation for the transport time of the individual components. After the data reliability and availability has
increased and transport processes improved, machine learning algorithms could be used again to evaluate
the predictability.

Further research can be conducted in areas close to this research. The same investigation could be applied
to other parts of the SC where there is more data available regarding transport, such as internal transport.
However, as some inevitable limitations results in a low percentage of demand that can be predicted, it is
suggested to investigate new tracking systems. For example a combination of GPS, RFID and Bluetooth in
trucks could provide accurate arrival predictions that are up to date. Furthermore, research into the effects
of adaptive planning to the predicted demand should be done to simulate the effects that knowing the de-
mand will have on aspects such as the occupation of employees, the TAT or waiting times. Another area of
improvement that has not been analysed in this research is the effect of big data on the TAT in the repair
shops. Research into the use of big data, repair reports and potentially tracking information could investigate
the effects on the TAT in the shops, same as in the LC. Lastly, there remain plenty of areas where Lean and
Six Sigma methods could be implemented to improve the current processes in the SC, such as the LC, Bolloré
and data architecture.
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The aviation Maintenance, Repair and Overhaul (MRO) industry faces an enormous growth due to
the increasing air traffic. To accommodate this growth and increase efficiencies of processes it is
required to increase the transparency of demand in the Supply Chain (SC). Research into predicting
demand in the MRO industry have mainly been focused on the spare part request (forward logistics).
This results in a research gap regarding increasing transparency in the reverse SC. This paper
investigates an approach to increase transparency in demand by prediction the arrival times of
shipments in the reverse SC based on transport times. The transport times from two customers
have been collected and analysed. The analysis showed the presence of different transport behaviour
depending on the process which included inefficiencies and waste. Based on the analyses different
methods to predict the transport time have been formulated and evaluated. The results show two
methods superior to the others which are the median and decision tree. Furthermore, the research
indicates the accuracy of predictions increases with more available data and stable processes. The
results show to be insufficient to accurately predict the majority of the shipments and therefore
require further research.

Keywords: Reverse MRO SC, aviation, short term forecasting, transport time prediction, arrival time pre-

diction

I. INTRODUCTION

The International Air Transport Association (IATA)
forecasts that the number of people travelled by air in
2018 will double to 8.2 billion passengers over the next
20 years [9]. To accommodate the growth, the global air-
craft fleet is expected to grow annually with 3.7% on av-
erage from 26,307 in 2018 to 37,978 in 2028 [5]. This will
cause an enormous growth in the aviation Maintenance,
Repair and Overhaul (MRO) industry. Meanwhile, the
MRO organisations and service providers are facing chal-
lenges due to the increasing competition and their tra-
ditional operations [1]. To be able to handle the growth
and secure a competitive market position, the MRO ser-
vice providers are required to reevaluate their operations
and adapt (new) methods and technologies to optimise
business operations. The MRO industry in aviation is
concerned with all the activities that retain or restore
the aircraft to an airworthiness state. These services
are generally divided in three divisions: airframe main-
tenance, engine services and component services. This
research is conducted in the Component Services (CS) di-
vision, which provides the component availability, repair
and overhaul of all avionic and mechanical parts in the
aircraft, with the exception of engine and airframe parts.
To minimise downtime of aircraft, MRO providers keep
an inventory of spare components. Once a component
is requested by an airline, a Serviceable (SE) component
is sent to replace the Unserviceable (US) component. A
distinction in the inventory can be made between rotable
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(repairable) components and expendables. Rotable com-
ponents have to be checked, repaired and overhauled af-
ter a certain time period or cycles. When a component
is requested by the airline, the US component is send to
the MRO provider to be repaired and added to their in-
ventory. This operation creates a Closed Loop Supply
Chain (CLSC) for the rotable components.

A common problem in the aviation MRO industry is
the uncertainty of demand at the various stages of the SC
[13]. The lack of transparency in the CLSC regarding the
demand, results in problems in planning, decision mak-
ing and coordination of operations. Predicting the ar-
rival of components may provide accurate estimations, on
which planning of activities can be based. One method
to increase transparency in demand is to invest in tech-
nologies related to Industry 4.0. Studies in other indus-
tries, have shown improvement in transparency, planning
and coordination based on a combination of technologies
[4, 10, 12, 20, 22]. Through the combination of technolo-
gies, like Internet of Things (IoT), data analytics, Ma-
chine Learning (ML), and blockchain, it would be possi-
ble to accurately and securely increase the transparency
in the whereabouts of components and predict the de-
mand with algorithms [14, 17]. However, this would re-
quire big investments in both time and money across all
stakeholders involved to be successful. Therefore, this
research investigates the necessity to invest in new tech-
nologies by evaluating the current system and its poten-
tials. Previous research to increase transparency in de-
mand has mainly been focused on spare part requests for
component inventory and availability management [2, 8].
This results in a research gap for the forecast of demand
in the reverse SC. The objective of this research is to in-
vestigate a predictive model based on transport times to
improve the transparency of demand in the reverse SC.



The research has been conducted in collaboration with
KLM Engineering & Maintenance (KLM E&M), as the
case study is focused on their first part of the reverse SC.
This part is regarding the reverse logistics of components
between the customer and the MRO provider. The re-
search is based on big data and data analysis regarding
the transport time of components and evaluation of their
predictive value for arrival times. The prediction model
is based on the findings from the data analysis and in-
cludes ML approaches [15]. This research evaluates the
value and accuracy in which the historical data can be
used to describe and predict the transport times of com-
ponents.

Similar studies have been performed in other indus-
tries, however many have focused on local rural or urban
networks [15, 21]. The aim of this research is to con-
tribute both to theory and practice, where a case study
approach was used [7]. This allows the theory to be ap-
plied on current situations which provide both real sce-
nario’s as results. This approach is independent of the
Third Party Logistics (3PL) provider and therefore can
be used for all cases provided where the data is available.

For this study two customers were chosen for evalua-
tion of the transport process to the Amsterdam (AMS)
Logistic Centre (LC). These customers are Virgin At-
lantic (Virgin) and Royal Air Maroc (RAM), as they
are located in two different continents and provide the
largest data size. In this paper mainly the results of Vir-
gin are shown, more results of RAM are provided in the
full report. To structure the research, the adapted De-
fine, Measure, Analyse, Design, and Evaluate (DMADE)
cycle from Lean Six Sigma, developed by dr. W.W.A.
Beelaerts van Blokland, was used.

II. TRANSPORT PROCESS AND DATA

Figure 1 shows an overview of the SC of KLM E&M
CS. There are four main stakeholders involved in the SC,
which are the customer, KLM E&M, repair shops, and
3PL providers. This research focused on the first part,
between 3 and 4, of the reverse SC which is the return of
US component from the customer to KLM E&M.

Each contract with customers could have different
agreements regarding the responsibilities of the return
transport of US components. Virgin has two separate
contracts regarding components from the Boeing 747 and
787 type aircraft with different responsibilities. The 747
contract states that Virgin is responsible for the trans-
port until Schiphol. Virgin employs a freight forwarder
for the 747 components which are transported by KLM
Cargo to Schiphol. The majority of these shipments
(68%) is transported by air freight, the remaining by road
(32%). Once the shipments have arrived, Bolloré is noti-
fied for the last mile transport to the AMS LC. Bolloré is
the standard freight forwarder employed by KLM E&M.
The 787 contract states that KLM E&M is responsible for
the transport from Virgin (London) to the AMS LC. This

nd
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FIG. 1. Overview the MRO SC of KLM E&M Component
Services

transport is handled by Bolloré, which normally picks up
the components at Virgin and transport them by road di-
rectly to the AMS LC. RAM has multiple contracts, like
Virgin, but is in all contract responsible for the trans-
port of components from Casablanca to Schiphol. Op-
posed to Virgin, RAM handles the transport themselves
through their cargo services. However, shipments on the
RAM cargo flights are only accepted when there is free
space available, which introduces a stochastic element in
the transport. The variation in transport processes re-
sults in different transport behaviour to be taken into
account. Furthermore, the data and information is frag-
mented over multiple parties, making it difficult to track
components and get insight in the end to end transport
processes.

To analyse the transport times two data sources were
used, namely AeroXchange (AEX) and LINK. AEX is the
interface between the customer and KLM E&M regard-
ing the request and return of the components. AEX con-
tains data about the SE and US component which include
aspects such as partnumber and timestamps when com-
ponent was sent and received. LINK is the system used
by Bolloré regarding the transport logistics and includes
data such as addresses and timestamps. Unfortunately
data regarding the end to end transport of components
could not be obtained as there are other parties involved
for parts of the transport. The data regarding these parts
of the transport is not available for KLM E&M and there-
fore results in gaps. Figure 2 shows an overview of the
transport times for the transport of Virgin 747 compo-
nents which was obtained through manual tracking of
Air Waybills (AWB) and the other data sources. This
overview provides insight in the duration of different pro-
cesses and the waste introduces by Bolloré. The overview
indicates that the last mile transport by Bolloré takes on
average 44 hours, which is about 60% of the total trans-
port time. Upon further analysis it becomes apparent
that the first segment, London to Schiphol, of transport
takes on average 27 hours and the second segment, 43
hours, confirming the indicated times. The processes of
Bolloré introduces extensive waste, in waiting times, in
the total transport due to slow response and the use of
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FIG. 2. Overview of transport time for different segments
for Virgin 747 components based on AWB tracking and data
sources

a storage buffer between Schiphol and the AMS LC. The
impact of Bolloré on the total transport time is enormous
and should be further investigated to minimise the times
and improve the overall transport.

When the shipments arrive in the AMS LC, Bolloré
unloads them and handles the final custom requirements
before delivering them to expedition of KLM E&M. The
expedition employees first perform administrative tasks
before splitting the components to the designated teams
of Repair Administrators (RA). The components are han-
dled in teams depending on the aircraft type, e.g. Boeing
787 or Boeing 747. There are four different teams that
handle different components between which the admin-
istrative procedures vary slightly. The RA inspect the
component and the documentation to create a repair or-
der and proforma invoice for the repair shops. Finally,
the component is moved to the outbound expedition to
be shipped, by Bolloré, to a repair station. The physi-
cal and administrative tasks of the RA could be split as
the administrative tasks only require data to be avail-
able, which is procured through AEX. Splitting the flows
allows for a reduction of the lead time in the LC as the
administrative tasks can be completed before physical ar-
rival of the component. However, a requirement for this
split is to know or predict the arrival times of components
to be able to prioritise between different components.

III. DATA ANALYSIS

A. Data Preparation

Due to a transition in software system in 2019, the data
samples used for this analysis are from January 2019 to
July 2019. The two data sources, AEX and LINK, where
combined to provide the raw data set for the analysis.
As mentioned, there are gaps in the transport data as
data from external parties involved in the transport were
not available. Merging the two data sources resulted in
a match of 58.2% for Virgin and 59.7% for RAM, which
is substantially higher than the 15-20% match that KLM
E&M obtains. The choice was made to remove the out-
liers to increase the accuracy of the analysis and pre-
diction model [3, 16]. Three methods were investigated
for removing outliers of which the method of three stan-
dard deviation from the mean was chosen as it showed
to be the most conservative. Table I shows the results of
further cleaning the raw data set. The data set included

TABLE I. Overview of filtered data due to which cleaning
steps for Virgin and RAM

Customer Raw data Cleaned data Missing Invalid Outliers

Virgin 519 485 (93,4%) 27 2 5
RAM 482 444 (92,1%) 20 17 1

many fields which were further investigated for reliability
and relevance. Features were filtered based on reliabil-
ity, percentage of missing data, amount of variation and
collinearity. To determine the collinearity between the
fields a different approach has been chosen as most of the
data is categorical. The association between categories
was determined with Cramer’s V test, which is based on
the Pearson chi-squared statistic [19]. This resulted in a
reduction of eleven fields for Virgin and fourteen fields
for RAM.

B. Demand Classification

First the demand behaviour of shipments arriving at the
AMS LC was analysed and categorised. According to
Ghobbar (2003), demand can be classified as smooth, er-
ratic, intermittent and lumpy dependent on the certain
cut off values [8]. The categorisation was obtained by cal-
culating the Average inter-Demand Interval (ADI), cut
off value 1.32, and the square of the Coefficient of Vari-
ation (CV?), cut off value 0.49, for the demand arriv-
ing at the LC for different time periods. Analysis re-
garding the daily demand at the AMS LC showed that
the total arrivals of shipments was generally classified as
smooth. However, after splitting the demand for differ-
ent RA teams, the demand was classified more often as
erratic than smooth. The effects of combining the teams
were investigated. Table II shows the results of com-
bining the Boeing 747 and 787 RA teams. Combining
the teams result in a decrease of more than 50% for the
classification of erratic to smooth. It reduces the overall
variation in the total daily demand making it easier to
forecast and plan [2]. As the planning of the LC is cur-
rently fully reactive it is advised to combine the teams to
reduce fluctuation in demand per team and handle the
flow efficiently together.

TABLE II. Demand classification for the daily demand in the
same time period (3 weeks) for the individual and combined
repair administrator teams

Team ADI CV? Classification

747 1.08 0.63 Erratic
787 1.08 0.61 Erratic
747 & 787 1.03 0.45 Smooth

C. Transport Times

The transport time of the components was analysed by
taking the differences between two timestamps, AEX for
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FIG. 3. Graphical representation of the transport times of Virgin Atlantic

TABLE III. Numerical description of the transport times in
days for Virgin and RAM
Mean SD Min Q1 Median Q3 Max
Virgin  2.82 2.17 0.06 1.77 2.26 3.14 16.03
RAM 6.58 3.01 0.20 4.21 6.04 7.96 18.88

marking the beginning and LINK for marking the end of
transport. Analysing segments of the transport was not
possible as the data was either not available or unreliable.
The transport times have been calculated and converted
to fraction of days (e.g. 36 hours is 1.5 day). Table III
provides the numerical description of the transport times
for both customers. Figure 3 provides more insight in
the distribution of Virgin by several plots, the boxplot,
histogram and the the Empirical Cumulative Distribu-
tion Function (ECDF). Finally the Kernel Density Esti-
mation (KDE) was constructed to provide a smooth ap-
proximation to the distribution of both customers. The
KDE plot was constructed using the Gaussian kernel and
Scott’s formula for bandwidth [6]. The KDE plots of each
customer is provided in Figure 4 for easy comparison be-
tween the distributions.

The transport time distribution of Virgin shows to be
much better defined than RAM. Virgin shows to have
overall faster transport times where about 85% of the
shipments arrive within four days, whereas for RAM this
is only 20%. Comparing the KDE plot shows that Virgin
has its transport times centred around two days where for
RAM this is six days. Furthermore, the variance of RAM
is much larger than Virgin. As the distributions are not
normally distributed, the variance between the RAM and
Virgin is compared using the Interquartile Range (IQR).
This IQR of RAM (3.75) is more than twice as big as
Virgin (1.37). The variance in the distribution of RAM
is the result of the stochastic element in the transport.
Lastly, the KDE of Virgin shows signs of irregularities
around 1, 3 and 4 days indicating of the presence of un-
derlying behaviour. These different underlying behaviour
of Virgin is caused by the three different transport pro-

KDE plot of Virgin and RAM

Customers
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FIG. 4. Kernel density estimation of Virgin (red) and RAM
(blue)

cesses for components, which is shown in Figure 5. Be-
sides the empirical distribution, the data set was fitted
to over 50 theoretical distributions that are available in
SciPy library of Python to identify and estimate the be-
haviour [18]. Through the bootstrap principle the re-
liability of the best fit distribution was increased as it
simulated 100 other potential distribution based on the
original data set. The distribution that showed to de-
scribe the data set best, based on lowest sum of squared
errors, was shown to be log logistics for Virgin and double
gamma for RAM for more than 50% of the cases.
Finally the relationship between the transport time
and the other data fields was analysed to identify pre-
dictors for the transport time. For this analysis, scatter
plots were constructed to analyse the correlation between
continues variables. For the nominal variables, which was
the majority, the different options were grouped and both
numerically as graphically described. In general some re-
sults indicated different behaviour, e.g. specific type of
components with shorter or longer transport time, how-
ever due to the small size of the data set no significant
conclusions could be drawn. For Virgin the flight num-
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ber, indicating the method of transport, showed to be
the best predictor of the transport time. Figure 5 shows
the distinctive transport behaviour of each subset of Vir-
gin, where the transport behaviour for the 787 compo-
nents shows to be best described in terms of average and
variance. For RAM no clear predictors or underlying
behaviour could be found due to the all the shipments
following the same stochastic process.

IV. MODEL DESIGN

The predictive model is build on requirements from the
business and analysis of the transport process. The pre-
dictive model is a simple model which is triggered by
the start of the transport submitted by the customer in
AEX. Based on different strategies the model predict the
transport time and calculate the arrival time of individual
shipments. The model is short-term as it only predicts
the demand over a few days instead of weeks. The choice
is made to predict the arrival of individual components
separately to assist the split of physical and administra-
tive tasks in the LC. Furthermore, predicting individual
arrivals still allow to predict the total arrivals in a day
by summing the results.

Seven different strategies to predict the transport time
have been developed and evaluated. These strategies in-
clude naive, parametric and non parametric approaches
to predict the transport time [21]. The first two strategies
are simple and naive approaches that can easily be im-
plemented. The first strategy is taking the mean (S1)
of transport time as a prediction for all components.
The second strategy is taking the median (S2) which is
less influenced by outliers. The following three strate-
gies take a different approach based on the history and
distribution of the transport times. The third strategy
takes a sampling (S3) approach, where the transport time
for each shipment is randomly drawn from the data set.
The fourth strategy, KDE sampling (S4), takes a similar
approach, but it samples from the approximated KDE
distribution of the data set. The fifth strategy further
generalises the behaviour by drawing samples from the
theoretical fitted distribution (S5). Finally two machine
learning strategies were used, which were limited due to

the mixed nature of continuous and nominal variables in
the data set. The first is a linear regression (S6) which
evaluates the impact of each variable on the transport
time by linear relationship. The second is a decision tree
(S7) algorithm that predicts the transport time by se-
lecting on specific variables and predicting the transport
time by the median of the subset.

The model was validated using a combination of
train/test split and k-cross validation [11]. For the val-
idation the data set is first split randomly in a training
set (2) to initiate the model and a test set for the predic-
tions. This has been repeated for 500 runs to increase the
reliability of the results. The main performance indica-
tor for the predictions is the accuracy (Acc.) of correctly
predicting the individual arrival day of shipments. The
same is done for the total number of arrivals in one day.
Furthermore the accuracy is also evaluated for individual
shipments in a three day period, where the prediction is
allowed to be one day off. Finally a secondary perfor-
mance indicator is chosen to be the Mean Absolute Er-
ror (MAE) that provides insight in the actual error of
the prediction. The aim of the model is to achieve an
accuracy of 75% for the individual shipments. Four dif-
ferent experiments are performed to evaluate the effects
and results of decisions.

V. RESULTS AND EVALUATION

The results for the first experiment are provided in Table
IV. The results are from 500 simulation runs where the
mean values are presented. Two strategies show to be
superior to the others which are the median (S2) and the
decision tree (S7). These strategies predict the correct
arrival date of about 33-34% of the individual shipments.
This accuracy does not reach the aimed accuracy of 75%.
However, allowing the prediction horizon to cover three
days results in an accuracy of about 78% for the two
strategies. This would provide a good starting point to
introduce forecasting and use the information for plan-
ning based over a three day period. The accuracy of
the total shipments over a day only reaches about 20%,
where often the prediction error over the day is one com-
ponent. The results of the rest of the experiments for the
two best strategies are provided in Table V. The second
experiment evaluated the effects of taking the transport
time as calendar days instead of hours. The results show
that the performance slightly increases. This would sug-
gest that having more details about the exact transport
times does not make a big difference for predictions. The
third experiment evaluated the effects of including out-
liers in the analysis. The result shows that the outliers
have a slight negative influence on the performance for
S2 and S7. However the effects of the outliers on the
other strategies were larger with a decrease of about 3%,
while the results for best strategies remain. Lastly the
effect on having more data available, additional LINK
data, increased the performance of the ML strategies by
14% (S6) and 20% (S7).



TABLE IV. Average results of the prediction strategies of
Virgin from 500 simulation runs
Individual shipments Total daily
Strategy Acc. Acc. (+ 1 day) MAE Acc. MAE

S1 21.7 70.6 1.3 144 15
S2 34.7 77.9 1.2 207 13
S3 23.7 60.2 1.9 163 1.3
S4 20.9 55.8 20 159 1.3
Sh 23.7 60.2 1.8 165 1.3
S6 22.9 74.3 1.3 154 1.5
S7 33.4 78.6 1.2 193 1.3

TABLE V. Average results of the experiments regarding
transport time as calendar days, exclusion of outliers and the
use of additional LINK data for the different strategies
Individual shipments Total daily
Test Strategy Acc. Acc. (£ 1 day) Acc.

2 S2 37.3 78.2 21.4
S7 34.3 78.6 20.1
3 S2 33.9 7.2 20.5
S7 32.4 77.8 18.8
4 S6 27.4 74.0 18.1
S7 38.1 80.0 22.1

Similar results were obtained for RAM, however with
a much lower accuracy due to the transport process of
RAM. The highest accuracy for the individual compo-
nent was reached with the mean (15.8%) and median
(15.5%) followed by the decision tree (14.3%). The trans-
port process of RAM is uniform for all components and
includes a stochastic element, which makes it difficult
to find distinctive features to predict the transport time.
Having more data from LINK available increases the per-
formance of S7 by 37% of RAM resulting in an accuracy
19.7% for the individual shipments. Evaluating the in-
dividual shipments for a three day period increased the
accuracy to 49% with the decision tree algorithm when
LINK data was available.

The difference in performance between Virgin and
RAM can be explained based on the data regarding the
transport times. Comparing the results of Virgin and
RAM together with the variance indicates a correlation
between the variance of the transport times and the ac-
curacy of the model. The IQR of RAM was shown to
be twice as large as Virgin, while the accuracy of Vir-
gin is twice as large as RAM. Furthermore, the decision
tree strategy, increases in performance when additional
data is available as it allows to distinct the underlying
behaviours which individually have less variance. These
results indicate that the performance of the prediction
model could be increased by reducing the variance of
the transport process and/or increasing the availability
of data to be used. It should be taken into account that
the results obtained include the massive waste introduced
by Bolloré and limitations on the data analyses due to
the quality and quantity of data set.

VI. CONCLUSION

The objective of this research was to investigate to what
extent the data regarding transport times in the re-
verse SC can be used to predict the arrival and thus
demand. In general the median and decision tree algo-
rithms showed to provide the best performance. The
accuracy was shown to be, at best, 38% for Virgin and
19.7% for RAM. The result of the case study suggest
that only a small percentage of the flow can be accu-
rately predicted. The results are highly dependent on
the availability of data, which was limited in this re-
search for various reasons, and the stability of the trans-
port process. The performance of Virgin decision tree
strategy improved by 20% when additional LINK data
could be used, achieving the highest performance. This
strategy allowed to make distinction between the three
different transport processes which provided better pre-
diction. Furthermore, the variance of the transport times
seems to correspond with the performance between the
two customers. Virgin achieved twice the accuracy of
RAM while it has half the IQR of RAM. To increase
the predictability of the demand it is necessary to im-
prove certain aspects at KLM E&M. These aspects are
related to increase the stability of the transport process
by reducing variance and increase the data quality and
quantity.

Several areas of improvements were observed during
this research which could increase the predictability and
processes at KLM E&M. First it is advised for KLM
E&M to take control of return transport of US compo-
nents. This would increase the data availability and allow
for the transport to be well defined, eliminating stochas-
tic elements and reducing variance in transport times.
Additionally, the transport by Bolloré from Schiphol
should be investigated to eliminate huge waste that cur-
rently increases the variance of transport time. Besides
these transport aspects it is advised for the LC to com-
bine the RA teams to reduce the daily demand fluctua-
tion. Further, it is advised to incorporate the prediction
model based on the median to provide information about
the demand over a three day period. At last, it is advised
to explore Industry 4.0 technologies mentioned in the in-
troduction to enhance the transparency even further.
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Demand Patterns

This appendix displays a more graphical representation of each of the teams different demand patterns.The
demand behaviour for the 747 and 787 team is also provided in a table, as it was not given in the report. The
demand patterns of each team regarding the 747, 787, 777 & A330 and CSP teams is shown for multiple time
periods in a graph. These time periods are shown for monthly, weekly and daily time periods.

B.1. Total Shipments LC AMS

The demand pattern for the total shipments arriving at the AMS LC in different periods is given in Figure B.1.

B.2. Boeing 747 Team

Now only the shipments concerning 747 components are taken for the analysis to evaluate the demand be-
haviour for the RA in the 747 team. Further filtering of the 747 components results in 1689 shipments received
between the 1/07/18 and 1/07/19. Table B.1 provides an overview of the demand behaviour parameters and
classification.

Table B.1: Overview of demand behaviour of 747 team specified for different time periods

Time period ADI | CV? | Classification

Monthly (07/°18 - 07/°19) 1 0.09 Smooth
Weekly (07/°18 - 07/°19) 1 0.16 Smooth
Daily (07/°18 - 07/°19) 1.13 | 0.68 Erratic

Daily week 9-12 1.08 | 0.63 Erratic

Daily week 19-22 1.17 | 0.53 Erratic

Daily week 39-44 1.05 | 0.69 Erratic

B.3. Boeing 787 Team

Now only the shipments concerning 787 components are taken for the analysis to evaluate the demand be-
haviour for the RA in the 787 team. Further filtering of the 787 components results in 4795 shipments received
between the 1/07/18 and 1/07/19. Table B.2 provides an overview of the demand behaviour parameters and
classification.

B.4. Boeing 747 and 787 Combined

The demand pattern for the combined shipments of the 747 and 787 team arriving at the AMS LC is given in
Figure B.4.

B.5. Boeing 777 & Airbus A330 Team

The demand pattern for the team handling the shipments of the Boeing 777 and airbus A330 is given in Figure
B.5.
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128 B. Demand Patterns

Table B.2: Overview of demand behaviour of 787 team specified for different time periods

Time period ADI | CV? | Classification
Monthly (07/°18 - 07/°19) 1 0.12 Smooth
Weekly (07/°18 - 07/°19) 1 0.20 Smooth
Daily (07/°18 - 07/°19) 1.06 | 0.65 Erratic
Daily week 9-12 1.08 | 0.61 Erratic
Daily week 21-26 1 0.45 Smooth
Daily week 44-46 1 1.01 Erratic

B.6. CSP (Boeing 737) Team

The demand pattern for the CSP team handling Boeing 737 shipments is given in arriving in Figure B.6.
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Figure B.1: Arrival pattern of the total shipments in the AMS LC between 1/07/18 and 1/07/19 in months, weeks and days
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Figure B.2: Arrival pattern of the 747 shipments in the AMS LC between 1/07/18 and 1/07/19 in months, weeks and days
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(c) Daily arrival pattern at the AMS LC for weeks 9 to 12 with C V2 value of 0.61, categorising it as erratic demand
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Figure B.3: Arrival pattern of the 747 shipments in the AMS LC between 1/07/18 and 1/07/19 in months, weeks and days
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Monthly 747 & 787 arrival pattern total shipments LC AMS from 07/'18 - 07/'19
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(c) Daily arrival pattern at the AMS LC for weeks 33 to 36 with CV? value of 0.70, categorising it as erratic demand

Figure B.4: Arrival pattern of the 747 and 787 shipments in the AMS LC between 1/07/18 and 1/07/19 in months, weeks and days
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Figure B.5: Arrival pattern of the 747 and 787 shipments in the AMS LC between 1/07/18 and 1/07/19 in months, weeks and days
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Monthly CSP arrival pattern total shipments LC AMS from 07/'18 - 07/'19
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Figure B.6: Arrival pattern of the CSP shipments in the AMS LC between 1/07/18 and 1/07/19 in months, weeks and days



Kernel and Bandwidth Determination

This Appendix provides an overview of testing different parameters for the KDE plots in order to determine
which ones provide the smoothest KDE plot. For the construction of the KDE plot it is required to choose a
kernel and a bandwidth. The kernel reflects the shape of the ’pile of sands’ while the bandwidth reflects the
width of the piles (see 5.3.2. For this test several well known kernels and bandwidth choices will be selected
and tested. For the choice of kernel, three well known kernels will be tested which are the normal (Gaussian)
kernel, Triweight kernel and the Epanechnikov kernel, see Figure C.1 [26]. The choice of bandwidth deter-
mines the smoothness of the curve, where a bandwidth too small will result in curve with many peaks and
a bandwidth too large in a very smooth curve at the risk of losing important features. For the choice of the
bandwidth two methods are chosen based on research, which are the Scott and Silverman method [26, 74].
These three choices of kernel and two choices of the bandwidth have been plotted for the data set of Virgin
where the results are shown in Figure C.2. Similar results have been obtained for RAM data. From the plots
it becomes clear that the Gaussian kernel in combination with bandwidth determined by Scott provides the
smoothest KDE plot while still capturing its features. Therefore, the normal (Gaussian) kernel together with
the bandwith determined with Scott’s formula have been chosen for all the KDE plots in this research.
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Nominal Association and Correlation

In this appendix the nominal association and correlation between the different categorical features of Vir-
gin and RAM is investigated. The collinearity between features is tested to further reduce with respect to
redundancy as one feature might have a high correlation with another. As the data is nominal (categorical), a
different approach has to be taken to determine collinearity between the factors than the traditional numer-
ical methods. Cramer’s V test offers a solution to this as it is a method to measure the association between
two nominal variables [1422 ]. The results are given in a association matrix which are values between 0 and 1
where a larger value indicates stronger association between the two categories (Figure D.1, D.3). This provides
an on where map where to look for the relationships. Subsequently, further insight in the correlation between
the factors can be given by transforming the categorical features in dummy variables. This conversion trans-
forms a categorical field with k variables and converts them into k different Boolean dummy features. For
example, the removal type category has three variables namely unscheduled, scheduled and others. These
three variables are split into three new Boolean features: removal type unscheduled, removal type scheduled,
and removal type others. The three categorical features are now encoded in three separate Boolean features
where a 1 represent true for each variable. Subsequently for these dummy features a correlation analysis is
conducted to determine the collinearity between these features to further reduce the categorical features to
be analysed. The results for the correlation between the dummy variables is presented in a matrix with values
between -1 and 1, where larger values indicate a positive or negative correlation and values close to zero in-
dicate no correlation (Figure D.2, D.3). The resulting heatmaps for the association and correlation are plotted
in this Appendix. The heatmap provide a matrix where the association or correlation is given in numerical
values with a colour indication where brighter colours indicate a stronger relationship. This representation
with a colour to makes it easier to find correlations. This Appendix holds the resulting heatmaps figures that
indicate a correlation/association between the categories.
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D. Nominal Association and Correlation
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Figure D.2: Heatmap of the resulting correlation coefficient between the dummy variables of the categorical inputs of Virgin
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Figure D.3: Heatmap of resulting the resulting Cramer’s V value that indicate association between the categories of RAM
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Figure D.4: Heatmap of the resulting correlation coefficient between the dummy variables of the categorical inputs of RAM
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