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Improve your business performance A
through effective forecasting
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Introduction

Joost Rongen
Lead Sr. Business Consultant
joost.rongen@eyeon.nl

+31623 424851

About EyeOn

40 Specialists in realizing forecasting and planning improvements
— Focus on design and implementation

— System independent

— Line management experience (f.e. Sales, SCM & Finance)

Sy — Cross functional & hands-on mentality

YEARS AHEAD
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Agenda

1. Fundamentals of forecasting & supply chain planning

2. How effective forecasting improves your business performance
3. Key take aways
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Objective of Forecasting & Planning oyeon

©

Get issues on the Decide on Achieve strategic
radar screen early corrective actions business targets



Closing the gap o

HISTORY FUTURE

o Optimise the Demand / Supply balance — create ONE agreed forecast

G Manage, and close, the GAP between Realism and Strategic Objectives
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Pressure on Forecasting & Planning is increasing

Tender

New Product Introduction
responsiveness

effectiveness

MARKET
PERFORMANCE

Customer Service Level “On Shelf” Availability

DEMAND

FORECASTING
& PLANNING

SUPPLY
Returns & rework

Cost price
INVENTORY

CAPACITY
Ops Efficiency Days of Inventory

Warehousing & Transport Expiration & Obsolete



Pressure on Forecasting & Planning is increasing
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Effective Sales and Operations planning:
12 building blocks
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Agenda

1. Fundamentals of forecasting & supply chain planning

2. How effective forecasting improves your business performance
3. Key take aways
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Improving business performance
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Forecasting
A structured process... ove
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Forecasting

...with clearly defined process steps
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It starts with a statistical forecast

Why?

* Objective (not playing games)

* Generates many forecasts very fast
* Allows scenarios and comparison

* Gives insights (from the past)

- Increase of EFFECTIVENESS and EFFICIENCY

15
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Differentiated approach in forecasting
Use statistics as base, focus enrichment only where it adds value!
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When does statistical forecasting work?

1. Key assumption: the future will behave like the past
Events and promotions, seasonality and trend can be forecasted.
If behavior changes, statistical forecast accuracy will drop.

2. The forecast is always wrong
Achievable statistical accuracy depends on magnitude of noise.

Not forecastable uncertainty is managed by inventory / flexibility.

3. Data needs to be available & accurate

Statistical accuracy depends on maintenance & cleansing of data.
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Enriching the baseline forecast
Focus on relevant adjustments only ore

Occurences

-100 -80 -60 -40 -z0 0 z0 40 60 80 100 120 140 160 180 200
% change

Planners tend to make adjustments because it is their job!

Source:
Goodwin et al, 2010

18



Benchmark conclusion
Link between Forecast Accuracy, Service Level and Inventory ereer

Laggards Followers Leaders
(Accuracy <65%) (65% - 80%) (>80%)
Performance
. Service 92% 94% 95%
. Stock (in weeks) 7.4 5.6 4.1

Forecast leaders with a higher forecast accuracy
have better service and lower stocks

Source: EyeOn DP benchmark (2015),
Sample = 125 multinational companies in Medical Device, Pharmaceutical, High Tech, Process and FMCG industry
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Improving business performance

20

PN

ORGANIZATION
& PEOPLE

eyeon



How to organize your demand planning organization? o

Simple governance structure

Centralized | | Alignment of supply chain, financial & overall business goals
*  Process standardization
*  Lower bias
*  Career paths more attractive: better recruiting and retention
Operations / Supply Chain management Sales & Marketing
* Independent *  (Clear accountability

*  Expertise with planning

*  Proximity to market: sense demand
*  Flexibility to shape demand (NPI, promoted products)
Decentralized | =  Autonomy to match (local) supply to demand in best way

21



Research shows significant better forecast accuracy
for centralized demand planning

eyeon

Because of: 100% 1
— Dedicated focus, more planning expertise 50% 1
— Less behavioral issues, less local political influence

L

70% 1
— Better cross-functional alignment o
50% A
40% -
30% A
But: 200, |
Demand planning organization should fit 10% -
business dynamics and portfolio characteristics 0% -
Less Than 50% 50% to Less Than 75% 75% or More
WDemand planning is EDemand planning is
decentralized and organized by decentralized and organized by
Source: Gartner regional hubs market
Samp/e =232 multinational organizations .(?:cn;:?rglrz‘zgr;ir:g i(;srganizrszd by .E::t:ﬁ:eﬂiglrl;r(?r;:funcﬁon
brand forall brands and markets
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Skills of planners are key to improve plan accuracy
Battle for talent is expected to become fierce in coming years

eyeon

Differentiating skills of planner Top 3 Supply Chain Talent Problems Today vs. In 5 Years
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© Change in
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Process control . g 20% . . alent ’ DECREASING Won't

. & bulled awa Lack of (o VARRS (I8  embrace

Challenging the numbers _ cg. Lack of key skills ¢ High Key executive new ways

Sl Hiring turnover people support

Communication - ' in specific retire

countries .Unclear
Analytical skills |1 - Lack of HR Cgﬁf
ollege support
LOW Correlation factor HIGH m(m skills -Bug% 40% 50%

20% 30%
Top 3 Problems Today

Source: EyeOn DP benchmark, 2015 Source: Supply Chain Insights LCC, August 2015
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Centers of Excellence in planning:
Opportunity to accelerate learning and lower cost via outsourcing

eye

Many companies are considering set-up of Centers of Excellence for planning
— Supply Chain network optimization

— Statistical forecasting and Demand management

— Supply Planning and Inventory management

Centers of Excellence can be organized:

— Centrally, within function

— As part of (x-functional) shared service center

— Outsourced, to specialized 3rd party service provider

Outsourcing of planning activities to specialized 3™ party service provider:
— accelerates learning & innovation, due to access to high skilled resources

— creates competitive advantage & flexibility

— lowers cost (head count, HR cost)

24



Improving business performance
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Business intelligence # business analytics:
from information to insight

Business intelligence Business analytics

___________________________________

Descriptive Predictive

Prescriptive Cognitive

What happened? What will happen when? ~ What should we do? Automated fast learning

Reporting Forecasting Scenario planning

<€ PAST FUTURE >

26
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Forecasting technology develops rapidly
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Example: social forecasting

Forecast the sales for each of these colors
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Support demand planning process
with tools that suit business dynamics & complexity
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Measure & monitor key value metrics: ..
Continuous improvement contributes most to forecast accuracy improvement

Service level

MARKET
PERFORMANCE

Forecast Accuracy

Forecast Bias

Supply Chain Cost

Inventory turnover
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Agenda

1. Fundamentals of forecasting & supply chain planning

2. How effective forecasting improves your business performance
3. Key take aways
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How effective demand planning improves your business performance

1. Embed a structured, differentiated Forecasting & Demand Management process
- Define clear process steps, assign responsibilities and integrate into reqgular S&OP cycle

- Use statistics to forecast baseline demand: improve process efficiency & effectiveness

- Focus manual enrichment where it adds value; make only relevant changes

2. Organize for future planning excellence
- Consider centralization of planning activities, when it fits your business & portfolio characteristics

- Investin skills of planners to make the difference: challenging of numbers & business knowledge

- Outsourcing of forecasting activities accelerates learning & innovation, creates flexibility and lowers organizational cost

3. Accelerate improvement with tools & key value metrics

- Move from information to insight: advanced modeling adds value in planning of NPIs, events and long term forecast
- Support your planning process with tools that suit your business dynamics and complexity \ |/
. . . : . : ~ ”
- Improved forecast accuracy & bias, drives higher service level, lower cost and increased inventory turnover - -
7’ ~
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Visit us at www.eyeon.nl




Joost Rongen

+31623424851

joost.rongen@eyeon.nl

EyeOn bv

Croylaan 14

5735 PC Aarle-Rixtel
The Netherlands
T+31492388850
mail@eyeon.nl
eyeon.nl

EyeOn Amsterdam
Herengracht 124-128
1015 BT Amsterdam
The Netherlands
T+31492388850
mail@eyeon.nl
eyeon.nl

EyeOn Belgium BVBA
Kievitplein 20C
Building C — Floor 12
B-2018 Antwerp
Belgium

T +32(0)3304 9513
mail@eyeon.eu
eyeon.eu

EyeOn Solutions
Croylaan 14

5735 PC Aarle-Rixtel
The Netherlands
T+31492388828
mail@eyeon.nl
solutions.eyeon.nl

EyeOn Forecast
Services

Croylaan 14

5735 PC Aarle-Rixtel
The Netherlands
T+314923888 50

mail@forcastservices.nl

forecastservices.nl
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EyeOn Switzerland
Aeschenvorstadt 71
CH-4051 Basel
Switzerland

T +41 612254230



EyeOn offering
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Consulting

Interim

Outsourcing: Forecast Services
Industry networks

Software: EyeOn Solutions
Expert Sessions [ Idea Labs
Benchmarks

Teaching: EyeOn Academy

Research & Publications






