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SUPPLY CHAIN TRANSFORMATION

Creating
Demand-Responsive
Supply Chains

In volatile markets, even the best forecasting
tools are no longer up to the task of predicting
demand. Today, supply chains must be built
to respond to fluctuations on the fly.

BY YOSSI SHEFFI

HE MAIN CHALLENGE facing supply chain managers is to
provide the right products in the right quantity at the
right place and time. Where there is too little inven-
tory, customers walk away empty-handed and unsatisfied;
too much, and discounting and disposal costs mount. The
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problem is that, by necessity, products are designed, pro-
duced, and ordered before demand is known.

Plenty of robust statistical models exist to help forecast-
ers, but there are no sure things. And given the increasing
complexity of global markets, the future of forecasting
promises to grow only murkier.

But companies can mitigate the risks inherent in fore-
casting—by building supply chains that assume demand
will change and that have the built-in capabilities to
quickly respond to those changes. The following steps pro-
vide a framework for doing so.

1. Widen horizons with range forecasting

Instead of aiming for a single demand figure, progressive
companies have turned to forecasting a range of potential
outcomes. They estimate the likely range of future
demand, and use the low end and high end to guide con-
tracting terms and contingency plans. The practice also
conditions companies to think in terms of uncertain out-
comes or a range of possible realizations.

Ford, for example, develops a range forecast for product
sales as part of its capital asset planning process. The fore-
casts are updated (monthly, quarterly, or yearly, depending
on the application), typically narrowing the range as the
forecast period draws near. The automaker focuses on

continued on page 2

Metrics That Speak to the C-Suite

With supply chain management’s growing importance to corporate strategy,
supply chain executives must make sure they are following the metrics that
will tell company leadership what it needs to know See page 7

4 Moving to China

Plantronics decided the time had come to move some manufacturing to Asia.
The strategy that it employed to do so has lessons for all companies.

]0 Negotiating Strategic Alliances

How to adjust your approach when bargaining with a partner who's
key to your strategy

]2 The Next Killer App? It’s Your Supply Chain






