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The Hidden Cost of Legacy Supply Chain Planning

A CFO's Perspective

By Gary Christian, CFO, ketteQ, and Greg Richmond, VP, Value Advisory Services, ketteQ

As a CFO, your role extends far beyond financial reporting. You're charged with
safeguarding and growing enterprise value in a volatile climate, managing rising
capital costs, navigating supply instability, and intensifying margin pressure. You
precisely monitor every line item—but some of the most damaging costs don't
appear in your ledger.

One of the biggest blind spots? Legacy supply chain planning systems and processes.

These outdated systems may no longer command a capital budget, but they're quietly draining cash,
wassting labor, increasing risk, and undermining your organization's ability to respond to change.
And the longer they remain, the deeper the damage will be.

Executive Summary

The world has changed. The global supply chain we once relied on was linear, forecast-driven, and relatively stable.
Today, it's fragmented, volatile, and filled with risk. Demand is shaped in real time by everything from viral social trends to
economic shocks. Supply variability is the norm: disrupted by labor strikes, extreme weather, geopolitical tensions,

and tariffs.

And yet, many companies are still clinging to legacy planning systems and processes built for a different
era. These systems assume stability and predictability. They deliver static forecasts, rely on batch
planning cycles, and require clean, structured data that rarely exists in today's messy, fast-moving
environment.

For CFOs navigating margin pressure, capital constraints, and investor expectations, this isn't just an IT
problem; it's a business risk. Legacy systems may appear cost-neutral because they're fully depreciated,
but they introduce significant hidden costs: excess inventory, labor inefficiencies, missed revenue, delayed
decisions, and diminished resilience.

Beyond these operational and working capital inefficiencies, the downstream impact can hit harder:
unpredictable financial performance, diminished EBITDA, and compressed valuation multiples. In a
business climate that rewards speed, adaptability, and precision, relying on outdated planning tools is
no longer sustainable.

Modern, Al-powered planning platforms like ketteQ are purpose-built for today's complexity and
volatility and deliver the operational agility and financial outcomes CFOs demand.



The lllusion of "Fully Depreciated”

Legacy systems often remain in place because their capital value has been fully depreciated.
On paper, they cost nothing. In practice, they're a constant drag on performance.

Old tools stretch S&OP cycles, limit forecast agility, and underperform in environments that
demand fast, data-driven responses. As Deloitte noted in its 2024 MarginPLUS CFO survey,
finance leaders are shifting from broad cost-reduction programs to targeted improvements in
operations, inventory, and planning cycles.

Holding on to outdated systems is like driving a paid-off car that constantly breaks down. The
repairs, delays, and lost time far outweigh the supposed savings—and those costs accumulate
across planning, procurement, and execution.

Working Capital Trapped in Inventory

Legacy systems often result in bloated buffers to avoid stockouts—overcorrections caused by a
lack of visibility and responsiveness. CFOs managing capital more tightly in a high-interest
environment are particularly sensitive to this silent drain.

McKinsey estimates that smarter supply chain planning and analytics can free up 10-30% of
working capital. For a $500M organization, that's tens of millions in liquidity—money that can be
reinvested into innovation, digital initiatives, or returned to shareholders.

Advanced systems reduce safety stock through dynamic, data-driven policies—not guesswork.

Lost Revenue from Forecast Failures

Many legacy systems cannot ingest real-time market data or demand signals, which leads to
poor forecast accuracy and costly stockouts. These misses do more than lose sales; they erode
trust among sales, finance, and supply chain teams.

They also contribute to revenue volatility, which can spook investors and complicate quarterly
earnings guidance. Modern platforms like ketteQ use Al, demand sensing, and probabilistic
modeling to drive accuracy and agility. Better forecasts mean better fill rates, more consistent
revenue, and improved customer loyalty, key ingredients for sustainable growth.

kette@ TheHidden Cost of Legacy Supply Chain Planning




Expediting Costs:
A Hidden Margin Killer

When forecasts fail, recovery comes at a price. Freight
premiums, overtime, rush orders, and brokered supplier deals
accumulate quietly—but consistently.

According to PwC's 2024 CFO Pulse survey, margin protection ranks among the top priorities
for CFOs globally. These "emergency" costs, though rarely tracked as a line item, are
symptomatic of deeper planning issues. They reduce gross margins and distort product-level
profitability analyses.

Adaptive supply chain planning systems mitigate these costs by identifying risk early and modeling multiple
recovery paths in real-time, reducing the need for costly heroics.

Operational Inefficiencies and Key-Person Risk

Legacy systems rely heavily on manual intervention, siloed spreadsheets, and tribal knowledge. Planners spend more
time manipulating data than making decisions. Worse, they depend on individuals who understand the system's quirks,
which creates massive key-person risks.

BCG recently noted that companies facing supply chain labor shortages are accelerating automation to reduce costs
and mitigate operational risk. Modern platforms eliminate bottlenecks and make planning collaborative, data-driven,

and scalable—no matter who's in the room.

That means fewer costly errors, faster execution, and more resilience when your top planner leaves or your ops team

scales.

Scarce and Costly Technical Expertise

Outdated systems require a niche set of IT experts often tied to legacy technologies or proprietary architectures. These
individuals command high salaries and are increasingly difficult to find or replace.

Every system tweak becomes a costly project. Every outage becomes a fire drill. And when the one person who knows
the system retires, it's a crisis.

Modern planning platforms democratize access—empowering business users to model scenarios and adjust forecasts
without IT dependencies, accelerating agility and cutting out the middle layer of cost and complexity.
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Hidden IT Costs

Legacy systems may "work," but they require excessive IT support. Maintenance, patches, integrations, and workaround

projects consume time and budgets that could be better spent on innovation.

Gartner emphasizes that modern digital planning platforms dramatically reduce IT overhead while

accelerating time-to-value. Cloud-native tools like ketteQ allow faster deployments, simplified updates,

and lower infrastructure costs.

What appears cost-effective on paper often reveals itself as an anchor of innovation and agility.

Inflexibility = Strategic Risk

Supply chain risk is continuous, ranging from geopolitical instability and regulatory shifts to
raw material shortages and social media-driven demand spikes. And legacy systems simply
can't keep up.

These tools were designed for a slower, more predictable world. They struggle with
scenario modeling, multi-variable planning, and dynamic responsiveness. BCG notes
that companies investing in resilient and adaptive planning now outperform their

peers in growth and margin.

This inability to pivot quickly can turn minor disruptions into full-blown crises. And in
public companies, those impacts translate directly into missed guidance and

shareholder frustration.

Lost Investor Confidence and Valuation Impact

The downstream impact of outdated planning isn't just operational; it's financiall.
Missed forecasts, unpredictable cash flow, inventory swings, and margin

inconsistency make delivering earnings guidance more complicated.
This creates volatility in performance that erodes investor trust and
compresses valuation multiples. Investors reward companies that deliver

predictable results, demonstrate capital discipline, and scale efficiently.

CFOs who modernize planning improve visibility, reduce surprises, and

build the kind of performance track record that underpins stronger

valuation and investor confidence.
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Quantifying the Drain: A CFO Checklist

Want to know if your supply chain planning system is a hidden cost center? Ask yourself:

How much working capital is tied up in excess inventory?

What's our annual spend on premium freight or last-minute supplier charges?

How many FTEs are focused on manual planning tasks or spreadsheets?

What's our IT spend just to maintain the status quo?

Are we overly dependent on a few individuals to manage planning tools?

How quickly can we respond to supply or demand shocks?

How much performance volatility can be traced back to poor planning?

Even conservative answers often reveal a multi-million-dollar drag on profitability and enterprise value.

Why CFOs Must Lead the Shift

Modernizing supply chain planning transcends operational efficiency; it's a strategic move to enhance financial

performance, protect enterprise value, and future-proof the business.

Deloitte's CFO Signalls report confirms that CFOs are now leading transformation beyond the finance function because

the business case is too strong to ignore. Unlocking capital, reducing cost-to-serve, improving revenue predictability, and

strengthening resilience.

These are CFO priorities—and modern planning systems like ketteQ directly support them.

Real-World Results with ketteQ

Leading organizations that have made the shift to ketteQ's adaptive planning platform are already seeing

measurable results:
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Increased parts
availability by 78%,
improving on-time
deliveries by 10%
and inventory turns
by 24%.
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Reduced inventory
by 10% and improved
workforce
productivity while
scaling globally.
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Achieved a 10% gain
in planner productivity
and significantly
improved forecast

accuracy.
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Cut S&OP cycle time
by 15%, increasing
revenue and spend
forecast accuracy by
20%.
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Reduced missed
promise dates and
improved customer
service levels with
Al-powered demand
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Executive Takeaway
Legacy supply chain planning systems may be off the books but not off the hook.

They lock up capital. They delay decisions. They waste labor and introduce risk. And in doing so, they quietly chip away at
margins and competitiveness—while making your jolbo harder every quarter.

As CFO, you have the mandate and the tools to lead your organization toward a brighter future, not by throwing more
resources at the problem but by replacing outdated systems with solutions built for volatility, agility, and growth.

Because how you plan is how you perform, and performance drives enterprise value. Read ketteQ's success stories to hear

how ketteQ delivers measurable financial value to leading companies worldwide.
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Ready to transform your supply chain planning with Al?
Contact ketteQ today to explore how our adaptive supply chain planning solutions can deliver
measurable value quickly and seamlessly. Let's work together to exceed your clients’ expectations

and drive success. Get started now! ketteQ.com



kette

Plan Every Possibility:™

© ketteQ. All rights reserved. 2025.07




