FORECASTING & DEMAND MANAGEMENT

Gloser
to the customer

Weber looks to demand-chain management for better forecasting

ow that information technology
(IT) has become a become a pre-
requisite for strategic and tacti-
cal operations, as well as for
continually evolving best prac-
tices, industry analysts agree that the
need to balance and blend business
intelligence with IT expertise is a key
challenge for today’s enterprise.
Nowhere is this more evident than in the
areas of manufacturing and distribution.

According to Aberdeen Group,
Boston, enterprise application suppliers
must address the requirements of the
manufacturing and distribution market
by providing solutions that can reach
out to trading partners across networks.

“For example, given the ability to
proactively view supply chain informa-
tion, a supplier to a manufacturing con-
cern can monitor the manufacturing
partner’s production plans and adjust its
own plans accordingly,” says Jack May-
nard, analyst at Aberdeen.

The convergence of object-oriented
technology, the Internet, connectivity
bandwidth, and network-centric com-
puting is making possible what
Aberdeen has termed Infinite Resource
Planning (IRP). “The economic and
business efficiency gains embodied in
such planning are so compelling that
leading enterprises will fundamentally
alter their hard-won best practices and
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Fﬂ[EEﬂS"H ﬂ seeks to predict levels of weekly or monthly

product activity over a time horizon, typically two years. The
statistical methods proven to make such predictions have been
used by manufacturers and distributors since the advent of MRP I
systems. Until recently, however, its practice has been mostly
restricted to experts. General availability of PCs and user-friendly
application programs mean forecasting can be done by educated
generalists, particularly those with the best understanding of the
factors impacting demand. Besides increased availability, the
nature of forecasting also is changing. Traditional time-series
forecasting averages past performance of a demand stream to
anticipate further demand. Sophisticated systems, however, take
into account factors beyond historical demand, employing
statistical methods to remove biases. These more complex forms
of forecasting use neural processing to determine and predict the
affect “causal” or “event-driven” factors—including consumer
goods-related data such as pricing policies, promotions, and
competitor’s pricing—as well as macroeconomic indicators, such
as gross domestic product or new housing—starts within a given
time period, on-demand.

Manufacturers use forecasting systems to increase agility. They
are able to consolidate demands from muiltiple business units,
reduce forecasting cycle times from weeks to days, while
simultaneously increasing forecasting accuracy, eliminating
excess inventory, and ensuring that material is on-hand for

Qcheduled production.
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processes, and suppliers of advanced
business solutions and technology will
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need to rethink their products, function-
alities, and architectures,” says Maynard.
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Such strategies provide enterprises
with a fundamentally new way to con-
sider and expand best practice and effec-
tive business processes across and with-
in their supply chain. According to
Aberdeen, the benefits include more
efficient manufacturing and distribu-
tion, better cash flow and asset manage-
ment, and lower inventories.

“This cross-company planning abili-
ty is realized through interconnected
advanced planning engine technolo-
gies, and it gives enterprises the visibil-
ity to handle demand-side orders and
almost immediately access supply-side
materials—two long-pursued objec-
tives,” says Maynard.

Software solution providers such as
Futurion, Englewood Cliffs, N.J., have
introduced powerful engines to improve
the planning and forecasting function
based on real-time demand and enterprise
intelligence—with impressive results in
terms of improved forecasting perform-
ance. A good example is the experience of
Weber Stephen Products, Palatine, Il1.

The core of forecasting

“Accurate forecasting is the driving
force behind success in business plan-
ning,” says Dr. Robert Carbone, CEO at
Futurion. “It is the critical input to sales,
operational, strategic, and financial
decision making.”

According to Carbone, the most com-
mon problem faced by organizations is
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The most common problem faced by companies practicing demand management is the multiplicity

of forecasts they encounter.

Futurcast—a forecasting system that
focuses on the documentation and inte-
gration of marketing and field and
account sales intelligence into an
expert generated baseline forecast.
“The application emphasizes the fore-
casting process as opposed to statistical
output,” says Carbone.

Futurion’s arrival at this approach did
not occur easily—or overnight. Carbone,

‘By providing us with better, faster, and less expensive
access to customer demand, the forecasting system
enables us to improve operational efficiencies while
clearly increasing customer satisfaction.’

the multiplicity of forecasts they
encounter. “Typically, there is no real
forecast—and too many forecasters,”
says Carbone. “The notion of a one-fore-
cast process driving production, logis-
tics, marketing, and financial decisions,
however desirable it may be, is often
found to be unattainable in practice.”

To overcome this challenge, Futuri-
on has developed a product called

an early research leader in the forecasting
field, worked with Dr. Spyros Makri-
dakis in the 1970s to significantly
advance the development of adaptive fil-
tering methods.

“This computer-aided technology was
new at that time, and although it result-
ed in significant gains in efficiency and
productivity, there was still a long way
to go toward transforming forecasting
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from a technical discipline to a manage-
rial reality,” says Carbone.

‘What became clear through application
and analysis was that the method that best
fit the past was rarely the one that provid-
ed the most accurate forecasts. This
meant that automatic method selection
procedures based on a “‘best-fit” approach
were methodologically unsound and
unreliable—and should not be used to
determine the forecasting model based on
historic demand or shipment patterns.

“An expert system founded on artificial
intelligence proved to be a more promis-
ing route to follow,” says Carbone.

This approach became the core com-
ponent of the Futurcast forecasting
engine, which has transformed the plan-
ning and forecasting process at Weber.

Well-done numbers

Weber is the leading consumer brand
manufacturer of outdoor charcoal and
gas grill products and accessories—a
retail market with annual sales estimated
at over $1.4 billion. With more than 250
models in use and still under parts replen-
ishment, Weber responds to millions of
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consumer questions annually, ranging
from cooking tips to basic mechanical
troubleshooting.

“Staying number one is our on-going
goal,” says Mike Kempster, an executive
vice president at Weber. “Meeting that
goal means overcoming some really
tough forecasting challenges.”

Weber is in a seasonal business.
Volatile spikes in demand based on sea-
son and weather make the forecasting
naturally difficult—and, at Weber, that
difficulty was exacerbated by the rapid-
ly growing number of stock keeping
units (SKUs) it produced.

“We saw the number of SKUs we
were producing growing exponentially,”
says Jim Forbes, a vice president at
Weber. “We had a few basic models that
formed the bulk of the line; but when
things like color changes and change-
out parts were considered, it became
nightmarish in terms of the number of
SKUs we had to accommodate.”

To deal with the situation, Weber
looked for a forecasting system with
several essential elements. “First, we
wanted an application that had an inner
link or upload capacity to the AS/400s
that our business ran on,” says Forbes.
“Second, it had to be easy to understand.
Because our sales people are closest to

our customers, we wanted them to oper-
ate the system rather than having
accounting or operations personnel run
it. Finally, we wanted the lowest com-
mon denominator to be the customer
SKU relationship—in this case, any
SKU that the retailer was going to buy.”

For example: Weber’s Home Depot or
Wal-Mart salesperson would initiate a

‘In a market as fluid and
competitive as ours, this is
the kind of advantage that
maintains Weber’s
position as the hottest
name in charcoal and gas
grills’

forecast directly with the customer.
Then, once a month or more frequent-
ly—and with the buyer, if possible—the
forecast would be compared to history.

“We used to struggle with a huge time
lag from the moment we saw something
happening until we were able to make a
change, communicate that change to our
MRP department, and have the change
go into the system, through the build
plans, and into purchasing,” says Forbes.

Simple satisfaction

Dr. Robert Carbone, CEO at Futurion Englewood Cliffs, N.J., believes that
simplicity is what makes the Weber Stephen Products, Palatine, I11., implementation
so effective. “Simplicity is the key word and critical success factor,” says Carbone.
“The solution is a powerful one, yet it's available to mid-sized corporations with
minimal information technology involvement.”

He cites six critical factors that make this possible:

® Platform independence: Futurcast will work with anything that runs a Java-

enabled browser.

® [ow-cost communications: The system provides worldwide communications at

local transmission costs.

® No required technical field support: No program transfers or PC installations are
required with Futurcast. This is important in the case of Weber, because the sales

teams include independent organizations.

@ No field education required: Users can simulate and become intimate with the
way the system works by working on-line at Futurion’s Web site with the Java sales
response sheet—the basic tool used by the sales force to input customer data.

® Real-time adjustments: All forecast changes are live and accessible to all users
within the organization, ensuring that response to demand is quick and efficient.

® Simple infrastructure: The required infrastructure for the forecasting engine is
simple. At Weber, the Futurcast core system is on an NT workstation linked to a
LAN, with the Internet piece on a Web server provided by their ISP.
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The Futurion system has not only
improved Weber’s view of customer
demand but also their suppliers’ view of
Weber.

Kempster adds that one of the vendors
who supplies Weber with liquid propane
tanks for gas barbecues, has commented
on how much more accurate Weber’s
forecast has been for them. This
improved bi-directional visibility has
resulted in more nimble manufacturing.

“For example, with [electronic data
interchange] EDI order transmission
from our retailers, if we get a blush of
warm weather across the upper Mid-
west, we’ll get a surge of orders requir-
ing shipment within a three-day win-
dow,” says Forbes. “Futurcast enables us
to deal with such situations effectively.”

Weber now can review the orders
when they come in to see whether there
was an imbalance in the forecast (e.g.,
people are unexpectedly buying more
red than black grills). They can then go
into the system, reduce the red, increase
the black, and see what capacity is. “I
can look at open orders—by product
family, individual item, or customer-
item relationships—and determine what
I want to change to accommodate any
situation,” says Forbes.

He pushes a button to enter the change
and the adjustment goes directly to the
AS/400. The next day, on their desktop,
Weber planners can see the impact the
change will have on scheduling; and buy-
ers can determine whether or not they
have to bring in new components or sim-
ply change a mix of on-hand components.

Adding the cook’s expertise

Weber considers the flexibility of this
forecasting system to be a great advan-
tage. It allows adjustments to be made to
the forecast based on the expertise the
company has gained over decades of
closely observing this specialized retail
market. “I don’t always agree with the
way the automated system looks at sea-
sonality,” says Forbes. “So I don’t rely
completely on the computing. This sys-
tem allows me to go in on a case-by-case
basis and make adjustments based on
personal knowledge.”






