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the buyers and sellers to develop a joint business plan that 
identifies some of the significant events, such as marketing 
promotions, inventory policy changes, or new-product intro-
ductions that could affect supply and demand.

There are two tasks in the demand and supply management 
phase. The first is sales forecasting, and the second is order plan-
ning. Based on the sales forecasts, the firm will plan its orders. 
Order planning involves determining future product ordering 
and delivery requirements, inventory levels, transit lead times, 
logistical constraints, and other factors that affect the supply 
required to meet end-consumer demand. During the execution 
phase, goods are produced, stocked, shipped, and delivered to 
meet demand. The tasks during the analysis phase include excep-
tion management and performance assessment. Exception man-
agement is the continuous monitoring of shortages or sudden 
changes in the quality of materials. These unexpected events are 
referred to as exceptions. Performance assessment involves the 
development and calculation of key metrics to evaluate how 
well the organization has achieved business goals. Performance 
assessment also is used to monitor trends in the industry so that 
alternative strategies can be developed quickly if deemed neces-
sary. Problems implementing CPFR arise if supply chain partners 
cannot determine common goals, collaborate, and share sensi-
tive (proprietary) information with one another.10

ACCELERATING THE FORECASTING PROCESS
Accelerating the forecasting process is another way to improve 

the accuracy of forecasts.11 Forecasts can be accelerated when processes used to collect demand data 
are automated, enabling the forecaster to consolidate and review the information quickly. The faster 
the forecaster can access current changes in demand, the more accurate the forecast will be. When 
companies receive the most current and updated demand forecasts from all of their supply chain part-
ners, they can determine in which distribution centers and warehouses inventories should be stocked. 
This will ensure that demand from end-consumers for the top-selling products will always be met.

Developing a unified database that gives all the participants in the forecasting process immediate 
information about demand is another way to reduce forecasting errors. As a result of advances in 
information technology, information flows in real time within and across businesses result in better 
forecasts. Godiva Chocolatier (subsidiary of Yıldız Holding, New York, NY), a manufacturer of 
high-quality confections, is one of the many companies in the consumer industry that uses tech-
nology to manage demand. The program adopted by Godiva is called SmartForecasts. It uses three 
years of demand history to generate its monthly forecasts, and it projects these forecasts 18 months 
into the future. The technology has been very successful at reducing stock-outs and at maintaining 

the highest possible service level.12 Developing 
ways to aggregate and disaggregate demand data 
across product families and time periods to gen-
erate demand forecasts for individual products 
and time periods can improve the timeliness and 
accuracy of forecasts as well.

Proactively Managing Demand
The third phase of the demand management pro-
cess is to manage consumer demand proactively 
to meet the company’s revenue and profit targets. 
Whereas demand planning has a long-term time 
horizon, managing consumer demand focuses on 
the short term. The goal is to monitor current 
consumer demand so that the company does not 
reduce its profits as result of temporary fluctua-
tions in the demand for its products.13 Demand 
can be managed proactively through promotions, 

Godiva Chocolatier 
uses a program called 
SmartForecasts to track 
inventory and demand in 
real time and make more 
accurate forecasts.
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FIGURE 12.2: Collaborative Planning, Forecasting, 
and Replenishment (CPFR) Process

SOURCE: Reprinted from https://www.scribd.com/document/54515526/Collaborative-Plan-
ning-Forecasting-and-Replenishment-Over-View
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