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WHAT IS DEMAND?

What your customer wants, needs and expects from your products & services

It represents the future sales orders expected to be received.

Demand management is all focus about managing material flow to fulfil

customer's demand through supply and operation plan

DEMAND
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Independent
demand

From external factors
outside organization
e.g. sales forecast,

customer’s orders
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Dependent
demand

Driven by signals of
independent demand
e.g. demand from BOM

requirements




Aligning supply and demand

Supply Chain Activity Lead Time

Customer Expected Lead Time

Purchasing Manufacturing Distribution
Make Sell
*
[\
5} ‘m /=
A A a o
Super Market Fast Food Optician Car Dealer Car Dealer
Fresh Food Meal Glasses Car Personalised Car
Manufacturer Manufacturer Retailer l l l l l
Sourcing Production Distribution ;
e lend e + osd TG Instant Minutes Weeks Hours Months

Demand planning is done to ensure the right amount of

materials purchased and available to make and deliver the products
In time to meet customer service levels.
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3 mths

Supply Chain
Activity Lead Time

2 mths

Demand
Planning




/7%

of participants expect demand
planning to become increasingly
important in the future.

@

19%

only confirm they are able to
use alternative planning scenarios.

43% v ;

of participating companies
confirm that Excel is their
primary planning tool.
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2/3ra

of the participants confirm that
seasonality and volatility are factors
= they have to take into account.
"
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of the participants say they are
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L2%

do not match demand planning

«®

55%

of companies do not receive
market information in advance.

[ satisfied with the accuracy of their plan.
[
Il
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maturity and business complexity.

of participating companies
do not plan collaboratively.

APV T

61%

say they receive support from
their top management.

«®

ORGANIZATION
SEE /)y,

of participating companies
do not use any KPI’s.

BearingPoint.
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Core components
Forecasting Planning Of dema nd

Analyse to understand Consensus action plans for

current demand & predict the demand fulfilment according m a n a ge m e n t

future sales to the forecast

DEMAND MANAGEMENT IS;

Q Efforts & procedures that business uses to

balance between supply & demand by
Prioritizing predicting customer’s demand and shaping

Ongoing manage & optimize operations to meet the demand effectively.
demand across the channels
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Forecasting

Analyse to understand
current demand & predict the

future sales

W Prifysgol Cymru
| ] Y Drindod Dewi Sant
\ 3% W University of Wales

Trinity Saint David

Demand
Forecasting

In order to keep a business running we have
to make some educated guesses about our
demand. Forecast is a starting point for
inventory management & business

processes




Demand Forecasting

OBJECTIVE OF FORECASTING VARIENCE: The difference between forecast vs actual

Sales forecast in volume (which customers will
want which products, how many and when)

Quantitative Forecast
Using historical statistic &
analyse the trends & cycles to

predict the future trends

Qualitative Forecast
Using knowledge of the product,
customers and the marketplace to

estimate the trend
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Why is a good sales volume forecast important?

Forecast is just an estimate, it will always be wrong. The key is to estimate as near perfect as possible...

To fulfill the needs of consumers, products _ The goods need to be first purchased or
have to be delivered to our customers (on . : produced. Good Sales Forecast helps to have
time and in ordered quantities) \ : the correct quantity available on stock.

To prepare the pr tion, the sal . . .
© prepare the p SeElvEion, s sales . Mid term production and logistics
estimation is used to buy raw materials and - - o
. . capacities are based on the Sales Forecast
packaging material
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The Vicious circle

Under-Forecast
Sales Forecast is too low

+ Qut of Stock situation (QoS)

Poor Forecasts
» Reduced Service Level, unsatisfied customer

-

Over-Forecast
Sales Forecast is too high

/'

TO, Margin gaps increase

/[

Working capital increases & SLOBs are
generated

« Forecast was too late: low Service Level, overstock

- Forecast was too early: high stock costs,
wasted production capacities, risk of deliveries

Sales Forecast has

Wrong Timing

of goods to other clients

Trade stock > norms

b\

Margins suffer as Supply Chain expedites

—
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- T Lack of Empowerment

Senior Management disbelief
forecasts

S——

Micro-Management

Lack of Team
work

Fail to deliver forecast

Do not see real gap

early on Short term focus
Forced to do ad-hoc Forced to sell
activities unforecasted ‘bread &
butter’ SKUs
F t Bi
P&L suffers orecast blas

Margins suffer as Supply Chain
expedites

/

Stock Availability suffers
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Planning

Consensus action plans for
demand fulfilment according

to the forecast

Demand
Planning

Demand Planning is a core supply chain activity
to balance demand and supply in business. To
achieve this, cross-functional departments
need to closely collaborate and align functional

action plans according to the consensus.




The Forecast Dilemma

e Supply Chain & Operations:

* Finance:

* Looking for a stable growth for the
P&L.

* Willing to give the least possible budget
as much as possible to promote

* Trying to rationalize the product mix to
minimize SLOBs.

* Hoping to release the minimal possible
budget for promotions.

* Sales:

* Little bit conservative, and sometimes
pessimistic too.

Probably knows the markets the best.

Always pointing out to stock availability
issues and its effect on sales.

Always playing it as safe as possible.

Wishing to have the biggest product
mix to fulfill all customers needs.

Looking for a & growth to gain
economies of scale.

Looking for stability to better utilize
assets.

Trying to rationalize the product mix to
the minimize the changeovers.

Always emphasizing on lead times.

* Marketing:

High growth rates and sometimes
exponential especially in the long term.

Intensive promos & innovations.
High budget to make it happen.

Try to maximize the product mix to
meet all consumers needs.

Demand Planning is about defining demand into consensus sales volume, then building inventory through supply & related plans
to ensure stock availability for sale. To achieve this, cross-functional collaboration and alignment is done through S&OP Process.

Prifysgol Cymru
Y Drindod Dewi Sant
A N " University of Wales

Trinity Saint David




“In essence, this is establlshmg a

for the
supply chain plans, regardless of
what the underlying ERP landscape
looks like.” Tim Payne, Gartner Analyst



_ Sales & Operation Planning

We sell 200 Marketing: One Consensus P I an
Thanks to promotions, :
we sell 400 . Financial planning
. Order confirmation

roactive
D“i"','io" : Demand
Making Transport : ;
2 v v planning
id/Long planning
Term

——

Supply Materials ;" .'. Supply
FIBIIbIlty planning planning
Finances: TR T
We have a Ag'“ty
e budget for 300 Production Distribution
Production: planning planning
They sell only 150

Market Complexity . . Supply Chain Constraints
Financial Targets

Custom-fit Promotions o

Short Time to Market *  Profitability

Market Driven by Innovation * Net S.ales :

Multiple Competitors *  Working Capital....

Consumer Behavior Volatility

Target Service Level
Global Operations
Lead Time

Costs

Production Capacity

Balance demand and supply to increase product availability with lower inventories
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S&O0P
STRUCTURE
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18 to 24 months planning horizon

~
ABC-XYZ / NPI ;i:‘i S B Sales Input @iﬁ Product Line Input
New Product & Generate Demand Driver Inputs
Product Baseline

Segmentation *Volumes here should be considering also the
‘@D quantity destined to

o

[¢]

&

w

< .

& Constrained demand Unconstrained
. plan and R&O Action demand plan

Eaflﬂi_] ET

Country S&OP Supply Revi Supply Plannin Demand Review
ountry upply Review Pply g Meeting

Financial Sign-Off

*Agreed Constrained Plan considering

D2C, E-Commerce and other channels

— — — — — — — — — — — — —



What can be done from one consensus plan

Sales & Operations Planning is important
as the consensus plan agreed on is leading
for the operational activities within any
organisation;

* Procurement

« Material management

* Production scheduling

i

Supply L uotation/Contra
Planning nn:etwc?rk . Order fulfilment fEEIE @0

Purchase req. Plan order |

Lo e e e =
Purchasing Detailed / Delivery <

__jﬁ‘_ off Scheduling \ processing

Process order

N o o o - -

—> Warehousing >——> Production /-—> Warehousing >—--> Trg?\g:ﬂmon Inventory
F.
b

Warehousing
Quality

Transport
< Billing é Order-to-cash management

Invoice T Customer service
to payment Goods flow
-, h,!:!:garl; < Rig‘-:‘;:'*“— Information flow
equipment Inf “
, Information
y  Purchase order StocksTransport Order \ flow based on
External Supplier - Internal Supplier - Raw milk Supplier logical E2E order
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Influencing
demand

management

The purpose of demand influencing is to
convince customers to buy as to support
company'’s objectives.

Influencing demand includes influencing
your company to meet the customers
expectations.
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Principles of Influencing Demand

Develop demand
. consensus plan

PLAN o, SOME PRINCIPLES FOR INFLUENCING
Marketing & Sale ¥ A \ DEMAND

Strategies & Tactics

To recover sales volume; T i Determining the appropriate product
* Salesforce was redeployed - mix to maximize profits
temporary to cover the region ACT

+ Recruiting was accelerated Include customer’s feedback to run

Replanning _ Execute sales ;
base on results ) plan according business

& feedbdck . to demand
Demarketing to delay purchases or

offering substitute products when
demand is greater than supply

CHECK

Results, performance Influence demand to change buying

measiresi&;feadpacks behaviours can lead to negative
impacts in long term.

Issue spotted;

In S&OP meeting, sales performance

for a particular region were less than
planned due to less salespeople.
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Influencing Demand

#) External demand influence methods

@ Price Variation
® Reduce Promotions

@ Reservation Systems
@ Incentivize Smaller, More Frequent Orders

Q Internal demand influence methods
©® Reduce Mistakes
® Reduce Lead Times

® Reduce Set-Up / Changeover Times
® Don't Overreact
® Late Customization
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Managing &
Prioritizing
Demand

Change is inevitable.

\V

e The purpose of prioritizing demand is to

continuously manage for optimum demand
AP performance. It is about optimizing demand
Ongoing manage & optimize across the network when actual demand is

demand across the channels
not as planned or forecasted.
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Managing & Prioritizing Demand

Situations required managing and prioritizing demand:
» Unexpected supply constraints make it necessary to adjust the demand plan to rebalance demand and supply
Actual demand is more or less than anticipated in the demand plan in a time frame where cannot make changes
When there is a one-time, nonrecurring demand opportunity that impacts service to other customers, costs, and profits

Decision points Decision points

Past I Future —_—
MO
M+1

Frozen Zone Flexible Zone

Manage demand
to match supply

Customer prioritization
Delayed order
Substitute product
De-expediting or build
inventory
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