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reen is here to stay, and if you haven’t run into its demands in your business, just sit tight, because

you will. Whether you agree with Al Gore or not, to build a successful business you have to learn

how to market green, build green, package green, and ship green. You have by now grown
accustomed to energy ratings on water heaters and washing machines; in the UK Walkers potato chips now
carry a CO2 number showing the amount of carbon dioxide that went into its manufacturing. Walkers isn’t
some little organic chips plant run by a hippie commune; it’s owned by Pepsico.

A recent survey shows that 11 percent of the population consider themselves extremely green, and in
five years that is projected to rise to 43 percent.

You can see the impact on many corporate web sites. The Home Depot has Eco Option, showing
which products are environmentally friendly. At GE, it’s Ecomagination, which includes products
ranging from a hybrid locomotive that will be able to reduce fuel consumption by recapturing its braking
energy to a platinum MasterCard which contributes one percent of the purchase price to greenhouse gas
emission offsets.

Some of these efforts look a little thin on value, but even as you roll your eyes over an environmentally
friendly credit card (Sierra Club, after all, co-brands a card with Bank of America) don’t make the mistake
of dismissing them. This is the reality of business today.

Wal-Mart is pushing compact fluorescent bulbs, a hit with consumers. It has also pledged to reduce
packaging by five percent. This five percent reduction is going to fall entirely on suppliers. Are you ready?

One of our customers sells titanium screws used in hip replacements. Shipping in polybags
occasionally damaged threads or bent screws, so the company moved to a hard shell plastic casing. Many
sent back the shells and others called the support lines to complain about over packaging. This is our green
world. Between market demand and regulatory requirements, companies will soon have to label their
products with some combination of information about energy consumed and environmental impact.

This move to green offers opportunities as well.

Lithonia which makes LED nightlights for bedrooms and bathrooms has gotten ahead of the green
demand by marketing the extremely low energy consumption of its lights. Their vice president of marketing
told me that green is at the core of their promotional efforts because that is what customers are looking for.

Companies in danger? Bottled water is fast becoming a target. It’s a $15 billion a year industry in the
U.S.—$1 hillion for plastic bottles alone. Delivering water requires 37,800 tractor trailer loads a week,
according to Fast Company—all to provide a product consumers can get for free from their taps.

Because Demand Management operates at the intersection of multiple business processes, we are
often first to discover significant changes in the marketplace. | welcomed the great feedback from my
presentation at the Users Group conference and plan to continue sharing leading thoughts about key issues
in today’s business in the future.

I hope you enjoy this issue.
Sincerely,

Qe

Bill T. Harrison
President
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Just Born: Peeps

Peeps aren’t just for Easter any more, but the popular marshmallow chicks have
highly seasonal popularity which Just Born manages around other candy favorites to
ensure its customers have exactly what they need to meet demand.

Steinhafels Furniture

While nearby furniture stores are shrinking or going out of business, Steinhafels
expands with next-day delivery supported by excellent forecasting and inventory
management.

Invitrogen

Supplying bio-tech users in commercial firms, university research and government
labs with both components and kits that often include materials with short shelf life,
exacting packaging and dry or wet ice provides plenty of challenges in a global
operation.

Lanier Worldwide

What happens when a Fortune 500 company needs to replace 3,000 sophisticated
printer-copier machines across the country at the same time? Maintaining sufficient
inventory while going from 1.5 to 6 turns a year takes a team as good as the
software.

Darice

By implementing Demand Solutions with a four-person replenishment staff, Darice
not only improved fill rates and inventory turns, it set buyers free to focus on
working with suppliers and negotiating best prices.

Middle East

In-bound supply chains in the Mideast are long, and outbound from a trading center
like Dubai to Mideast and North African countries is complex and usually dependent
on distributors whose technology ranges from “traditional” to the latest in electronic
interaction.

Arla Foods

With an SAP implementation underway, the Canadian branch of Arla Foods got its
Demand Solutions forecasting up and running in 19 days. In-stocks are up, expired
sell-by dates are down, and profits are growing.

Employee Spotlight:
Tim Welch, Demand Solutions, UK

Managing support and implementations across vast geographies and cultures in
Europe, Middle East and Africa.
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Tom Groenfeldt: Editor
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DS News

Product
Enhancements

New Procedure: At the Customer
Conference last spring, Demand Solutions
rolled out a new process for adding
functionality to its product suite. Customers
in attendance voted on enhancements to
products based on input from customers and
the Web Site. It is critical to our ongoing
operations for end-users and managers to let
us know what you'd like to see added to the
product.

Schedule: The results of the voting
with a schedule for completion will be
published in October this year.

Product Updates

» Demand Solutions announced August 1
its Vista compliance for Version 10.

e The company introduced Time-Phased
Bill of Material.

» DS Stores has been renamed, Retail
Planning, reflecting current and
planned commitments which leverage
POS data throughout the entire retail
planning process.

e The company released Version 4.2 of
Retail Planning.

« Item-Level Planning, a new component
of DS Retail

manufacturers and distributors to plan

Planning allows

demand and promotional activity by
item at the retail level.
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Project Initiatives

Green Manufacturing

Green Manufacturing now in its
infancy is gaining momentum. As one
customer told us: “If we can’t produce green
products our competitors will.” After the
President’s keynote at the May conference
about the realities of green requirements (see
Harrison letter on page two), customers
asked us how to determine if a product is
eco-friendly.

As aresult, the company has announced
its plans to incorporate “green tracking” in
upcoming releases with the goal of adding
functionality to track by item the carbon
emissions and the “eco-percentages” of
resulting products. Additionally, the company
is adding a carbon footprint calculator to its
web site.

Mobile Computing

The Company has announced plans to
deliver mobile-device collaboration. Simply
put, the mobile product would extend the
value of current collaboration tools from the
company by allowing salespersons to update
forecasts by mobile phone or other remote
Given the challenges of getting
accurate forecasts, the notion of enabling

devices.

sales to give real-time forecast updates
immediately after obtaining new data has
been well received by customers and the
industry.

Technology Directions

The company announced its technology
directions which make extensive use of
advanced Microsoft technologies, such as
the .Net platform, the highly capable SQL
Server 2005 database and the Vista operating
system. Future releases based on these new
technologies will improve functionality,
performance and reporting.

Partner Update

Microsoft

Microsoft has named Demand
Solutions a Managed Partner, a designation
extended to only a tiny fraction of
Independent Software Vendors (ISVs) in

Microsoft’s partnership program.

SAP

DS and SAP have had great success
jointly in the first half of the year. The tight
integration and ease of data import/export is
helping SAP customers get better supply
chain tools and conversely the SAP ERP
system is much more attractive to DS users.

2008 Conference Update
The
Conference,

Global
to an

Demand  Solutions
which drew 300
information-packed program in St. Louis in
May, will move to autumn in 2008. It will
also move geographically to a great venue in
a warm climate. Watch the Demand
Solutions Web site for more information.
You might also consider inviting colleagues
to contribute to the forecasting process, such
as sales directors, and consumers of Demand
Solutions information such as strategic
planners and inventory managers. The
conference is a great way to educate them in
the forecasting process and expand their
understanding of its potential benefits.
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Valentine’s Day, St. Patrick’s Day, Easter, Halloween, and Christmas —

PEEPS® Never Rest

aster. Sunrise church services. Daffodils
springing up. New outfits for the kids. Time for
a fancy hat.

And for Just Born, Inc., the candy maker of
PEEPS® Brand Marshmallow that produces enough
PEEPS® a year to circle the Earth twice, it’s peak
season for the little yellow, pink, lavender, and blue
marshmallow chicks and bunnies that you find in stores
across the country.

For Joy Hemming, the Senior Forecasting Analyst
at Just Born, by Easter the work on PEEPS® has been
replaced by a focus on getting supplies of MIKE
AND IKE® and HOT TAMALES® out to vending
machine suppliers who are stocking up for the summer.
And by spring it is time to plan for Halloween candy.

“With PEEPS®, we have huge seasonality around
Easter, and we use Demand Solutions to collaborate and
manage the forecast,” says the one-person forecast
department for Just Born, who is also an active member
of the DS User’s Group. While the privately held
company doesn’t release sales figures, Candy Industry
magazine estimates its annual revenue at $150 million.

A lot of people are depending on her getting the
numbers right. With Demand Solutions, Hemming is
confident she will produce accurate forecasts, in most
months performing within or better than the industry
standard. “I love this software. It is very user friendly.
Monthly | review sales trends to pick the exceptions and
adjust the forecast looking forward. Using the DS
Spotlight report in DS View allows me to compare the
prior six months and future six months by units (cases)
and dollars. From this report | can spot the SKU’s that
are the exception. The DS FM system uses 20 formulas
and goes through each formula three to 12 times for
every item—to arrive at the most accurate forecast. The
only reason | would override a DS FM forecast is if

there is new distribution or if there is a promotion

that isn’t in the base. The system does better than

I could ever do; it takes three years of history and
forecasts three years out.”

Just Born, Inc. replaced Excel spreadsheets
with Demand Solutions eight years ago and runs
DS FM and, for the last two years, DS View as

well. When the software was first implemented, one
person from each brand was responsible for the
forecast working on their estimates one or two days a
month and Hemming was the administrator making
sure forecasts were posted in a timely manner.
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Unginal Fruirs
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We created a Seasonal Team comprising Supply Chain,
Marketing, and Sales which discusses field estimates
compared to orders and production runs for each season.

“Now | am the lead forecaster and | work on the
forecast every day looking at pack types, product trends,
and key account trends advising both Sales and
Marketing. Three years ago Just Born held an internal
demand planning conference and noticed that
imperative information for the forecast was all over the
building. Sales and Marketing managers were receiving
calls about orders coming in—everyone was receiving
information in the building except the person who

6 demandsolutions.com

needed the information for the forecast—the forecaster.
Getting information was the biggest problem,”
Hemming says.

“We needed one place to receive forecast
information and this information needed to be
distributed to various personnel within the Company.
From that a Demand Alert process was implemented.
Brokers send in information to be applied to the forecast
regarding gain/lost distribution by SKU via an email
address.” Hemming then reviews the information to
confirm if information is in the base forecast or truly
incremental. Hemming then replies back within the
thread of the notification of her actions to the forecast
from the demand alert. Now all parties within Just
Born., Inc. have better information to build inventory.

“For our Seasonal Products, this year we created a
Seasonal Team comprising Supply Chain, Marketing,
and Sales personnel. The team discusses field estimates
compared to orders and production runs for each season.
This new process has decreased raw material and
inventory costs due to keeping on top of the information
and communication. Since seasonal products need to be
made months in advance to be on-shelf in time for the

season, the Seasonal Team puts a stake in the ground



Peeps

BRAND

over six months prior to the holiday. As time grows
closer to each shipping period, | track orders compared
to field estimates for the team so we can all agree if we
need to stop production or if we need to produce more.
Accuracy is important because the value of seasonable
items drops sharply after the holiday is over.”

Just Born, Inc., is a privately owned company
founded in 1923 and headquartered in Bethlehem, PA.
Its PEANUT CHEWS® manufacturing facility is
located in Philadelphia. Just Born makes PEEPS®
Marshmallow Candies, MIKE AND IKE® Chewy Fruit
Flavored Candies, HOT TAMALES® Chewy Cinnamon
and Mint Flavored Candies, ZOURS® Chewy Sour
Candies, TEENEE BEANEE® Jellybeans, and
PEANUT CHEWS® Brand Candies. The company
employs over 560 associates and markets its candy in
over 50 countries.

Good communications and a flexible organization
provide business agility. When orders from a key
account fell below expectations an hour or two before a
shift started work, the company changed the production
line to another type of candy that was in demand.

“Demand Solutions makes it easy to get people to
work together. Communication, at times, still slips by
without getting into the forecast. As long as you have
a good forecasting system like Demand Solutions the
only other information you need is communication to
get the extras into the forecast, something the system
wouldn’t know. An example would be a sudden change
in distribution due to a chain opening new stores, or a

JUSI‘BORN

OUALITY CONFECTIONS

DS FM
would change the trend going forward as the new trend

number of stores closing due to a merger.

continues.”

Paul Secraw, a DS sales representative concurs:
“When you look into the root cause of large forecast
they are often caused by a lack of
communication. The answer to improving accuracy is

errors,

not a highly statistical forecast formula, but it is
improved through the implementation of a disciplined
and repeatable forecast management process with an
easy-to-use tool like Demand Solutions.”

Just Born, Inc. produces PEEPS® not only for
Easter. Their motto is “PEEPS® are always in season!”
Just Born manufacturers seasonal PEEPS® shapes and
colors for Valentine’s Day, Easter, Halloween, and
Christmas. Its green PEEPS® Chicks have been a hit as
a St. Patrick’s Day treat. \®

COVER STORY
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Steinhafels Furniture

Expanding In a
Challenging Market

so we rely on accurate forecasting and effective

8 demandsolutions.com

recent story in the Milwaukee Journal Sentinel

detailed the problems facing furniture stores,

citing a number of area stores that had
retrenched or shut down entirely.

Among the notable exceptions—Steinhafels,
which has expanded from its suburban Milwaukee
headquarters to six stores. While 800 individual
furniture stores and 40 chains have gone out of business,
according to a Legg Mason report, Steinhafels is
acquiring land for future outlets. With 700 employees
and annual sales over $125 million, Steinhafels relies on
Demand Solutions to forecast demand, control
inventory and maintain a supply of popular products so
it can deliver purchases to homeowners the next day.

“The consumer today is looking for immediate
gratification,” Mark Steinhafel, vice president of
operations, says. “We satisfy our customers by
providing next-day delivery for 90 percent of our stock,

inventory management.”

Next-day delivery seven days a week is a key part
of Steinhafels strategy. A chart on its delivery Web page
shows the availability of delivery in each area by points,
with 80 points required for a sofa and 100 points for a
complete bed set. So a customer could see that Madison,
with 340 points, had plenty of capacity for deliveries
tomorrow while Milwaukee Metro North was maxed
out and Milwaukee Metro South, with just 47 points,
could probably handle no more than a single chair.

Inventory the Biggest Asset

“Forecasting inventory is becoming more crucial
all the time,” Steinhafel adds. “Inventory is our biggest
asset and since a greater percent of product comes from
China with long lead times, managing our inventory



well is a key competitive advantage.”

Now the largest furniture chain in
Wisconsin, Steinhafels has a three-person
replenishment department headed by Tom
Benning, who moved over to the company
from Demand Solutions during the
implementation of the software.

“Before Steinhafels installed Demand
Solutions, maintaining inventory was just one
the
department,” explains Benning. “We did the
work off green bar paper reports. While

inventory was high, it wasn’t the right items

responsibility  of merchandising

and in-stocks were low.”

The company added a third person to the
team and gave the department responsibility
for expediting—consolidating responsibility
for the entire supply chain to provide the fast
service that customers demand.

“It’s a very competitive marketplace,”
observes Benning. “We know that if we don’t
have product in stock, the customer will walk
across the street. Studies show the average
consumer will make 1.8 visits to purchase
furniture, so you want to be the first or second
store, because if you are the third, you won’t get
the sale.”

Most of Steinhafel’s furniture comes
from China, although some upholstered pieces
are made in the U.S. Benning’s job is to keep
track of the SKUs that are driving the firm’s
business, and its profits.

Tracking the Most
Important SKUs

“We keep track of our top 500 SKUs so
we know the in-stock percentage, and we look
at that every day. If a SKU is tight, we see what
we can do to bring in furniture quickly,” says
Benning. While its inventory contains 10,000
SKUs, 76 percent of its business comes from
its top 500.

Since the company works with relatively
small numbers, accuracy and timeliness of
information are critical.

“Our biggest SKU isn’t 500 a month,”
explains Benning. “A forecast is often just two
— six per month. So if you forecast three a
month and you sell seven, you are wiped out
in a hurry.”

When Demand Solutions was launched
at  Steinhafels, the
merchandising group in 15-minutes chunks of
time each week to explain what the software
can do.

“Now we get some feedback through a
forum in which sales people meet every six

Benning trained

weeks to talk about issues that affect the floor.”
And sales people want the forecasting to keep
them supplied with popular items or sets so
they can make their commissions. The store is
organized into departments. Bedroom
specialists can sell only bedroom furniture and
accessories.

“If we are out of bedroom sets and you
are a bedroom specialist, you don’t have
anything to sell. We are very focused on
making sure we have it in stock, because
ultimately we work for the sales people on the
floor and the customers who walk into the
store.”

Sales people are paid when the furniture
is delivered, so they appreciate the fact that the
percentage of in-stock bedroom sets has risen
from 40 percent a few years ago to over 90

percent.

Coordinating
with Buyers

“We have done a good job of managing
that,” Benning adds. “Our buying office works
closely with us. They use Demand Solutions to
understand what should be promoted. If one
collection is very elastic—it moves well only

Steinhafels Furniture

when it is on sale—the buyers can see that
from Demand Solutions.”

To improve in-stock percentages,
Benning and his team check the top 500 SKUs
every single day looking for items that are
selling better than forecast and might require
the
monitoring built onto Demand Solutions helps

ordering  during week. Exception

them spot any significant changes in sales.
Benning also joins in the weekly buyers

meeting to talk about issues, and once a month

he meets with the buyers and their assistants.

Today’s consumer is
looking for immediate
gratification and we

satisfy them with next-
day delivery on 90
percent of our stock.

Buyers can decide to change or drop
suppliers and Demand Solutions can show
them if a particular supplier didn’t provide a
full flow of full containers.

“The buyers make the decision on new
product and write the initial PO. We take the
order and handle the replenishment. The
system works pretty well, but we continually
strive to improve. We aren’t going to be
satisfied until we are at 98 percent.”

“We are so far ahead of where we were
two years ago,” says a pleased Steinhafel. “To
know what your A SKUs are versus your C or
Ds and how much inventory you have of each
is critical. Our warehouse has always been full
but the mix of A, B, C and D stock has changed
immensely. We know which items are the
workhorse SKUs and we work hard to always
have them on hand.” @
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Invitrogen

@ invitrogen

Keeping Bio Technology Researchers Supplied with

Materials for Their Labs

10 demandsolutions.com

ounded in 1987, Invitrogen Corporation is a
global bio-tech firm whose revenues of $1.2
billion come from providing products and
and biotechnology
companies and to academic and government research

services to pharmaceutical

institutions.

With more than 5,000 employees and conducting
business in over 70 countries, Invitrogen offers its
customers about 40,000 products to support disease
research, drug discovery and commercial bio-production.

It makes for a challenging supply chain.

Jim Carswell, materials manager for Europe at
Invitrogen, says that he uses Demand Solutions to
forecast his regular selling products but he does not
attempt to forecast all slow movers, and the absolute
number of SKUs in DS grows each time the company
makes an acquisition.

He can use the help from Demand Solutions
Forecast Management. Making his already demanding
job even more complex is that fact that Invitrogen sells
some of the components directly but it also offers to
assemble them into kits for researchers, so individual
saleable products might include more than one SKU.

“We stock these components separately and bring
them together at the time of shipping,” he explains. “A
key challenge we have had is that we are managing
components, but the sales and force is selling kits. So
we have to produce forecasts at both the kit level and the
component level. We have found a way of getting

Demand Solutions to do that with help from the EMEA
team in the UK We have developed interfaces to our
ERP system so we can drive replenishment at the
component level but we can also see the forecast at the
kit level.”

With so many SKUs, Invitrogen has to manage by
exception. The JD Edwards EnterpriseOne ERP system
transmits orders to Demand Solutions and he reviews
the resulting forecast with the marketing teams before
sending the data back to the ERP system.

Move from sales data
to order data

When the company moved to EnterpriseOne it also
switched from sales data to customer orders data for its
forecasting, Carswell said this was an important step to
improving forecast accuracy because past sales data
didn’t uncover cases where more of an item had been
requested but the order went unfilled for lack of
inventory.

Because demand can be sporadic, the planners are
trying to improve their inventory intelligence by
obtaining more information from the commercial arm
of the company to learn about sales opportunities and
probabilities. Invitrogen is also working to plug
information about planned product promotions into the
forecasts to achieve more comprehensive demand
lifecycle views. The team is experimenting with the



Moving the forecast input from actual sales to customer

orders improved forecasts because it covers real demand,
not just the demand that could be supplied from inventory.

Invitrogen

tool, trying different algorithms, and seeking to identify
where products are in the sales lifecycle.

“We pick items we have had service issues with,
get feedback from marketing and then adjust our
forecasts.”

Carswell says Invitrogen is giving the Demand
Solutions FM software a workout with the complexity
of its existing inventory. In addition, several recent
acquisitions have presented some difficulties for the
company forecasters and their software because it is
adding SKUs that don’t have much history to plug into
the system. In two years the number of stocked SKUs
has risen from 2,500 to 10,000.

“We are still trying to find ways of managing the
increased number of SKUs and we have to improve the
forecast accuracy,” says Carswell, who finds the new
filtering features useful. “When you are dealing with
this number of SKUs you need to look at the forecast on
a regular basis to make it more accurate.”

The U.S. sites are achieving better accuracy, he
added, probably because the demand planners are
spending more hours looking at the data. He plans to
hire a new demand planner to spend more time with the
application. In EMEA the company has two demand
planners who work with the software and 10 regional
planners on the marketing side who work with them.
Another 15 people in the materials group have access to
the forecasts for reviews.

“We are trying to become more sophisticated with
the tool.”

Accuracy in forecasting is especially important to
Invitrogen because it handles not only a large number of
products, but very complex products. Some cultures take
two weeks to grow, while a more molecular biotechnology
process might require months to develop a protein to the
point where a researcher can use it. Most items ship at
room temperature, but some require dry ice, while others
are fine in wet ice. Packaging ranges from boxes to vials
holding items too small for the naked eye to see.

Improving communications
with sales

The sales team has been moderately helpful as they
appreciate the need to provide information to forecasters
so the company has sufficient inventory to fill their
orders, so they can make their numbers.

“We have been successful in making them
understand the correlations between opportunity and
actually getting that sale, so we have seen some
improvement,” says Carswell. He is trying to get
demand planners access to the company CRM system
that sales people use so the planners can see the
opportunities that are underway.

But Carswell knows better than to depend on
customers, such as academic labs, to provide advance
information on their ordering.

“They aren’t very good at managing their own
time, so they won’t be able to tell us ahead of time what
they want, or what research has been funded.”

Carswell said that Demand Solutions is critical to
Invitrogen’s continuing growth.

“We have brought in more SKUs, more suppliers,
and more customers and Demand Solutions has been
able to support that and drill down into problems when
we identify them.”

On the technical side, Invitrogen has moved to
Microsoft Windows Terminal Server and it upgraded the
servers that are running Demand Solutions.

For Carswell, being materials manager for Europe
is a pretty satisfying position. Inventory management is
a primary component of the company’s commercial
success.

“The fact that we can manage that number of
SKUs with the complexity of these products is pretty
impressive, and Demand Solutions is an important part
of that.” ®
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Lanier Worldwide

Once and Done

Ricoh Offers Companies Nationwide Installation

and Support Through a Single Contact

hen a Ricoh sales person calls on a Fortune

500 prospect, the company’s sales and

service organization provides a distinct edge
over competitors.

A purchasing manager can make one call to
Ricoh and take care of any or every copier and printer
machine across the country. In large corporate

accounts, replacing existing copiers at the

end of a lease could mean installing

2,000 to 3,000 new machines at the

same time. Ricoh can do

it and improved that

capability even more

F when it acquired Lanier
Worldwide in 2001.

“We have a seamless

supply chain across the

/ us.”

Ll Langevin, senior manager

explains Greg

of inventory planning at
. the company.

In 1996,
decided that forecasting

Lanier
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with spreadsheets was too
disjointed and no longer
acceptable. It turned to Demand
Solutions.

“Not only did it provide us a useful
tool in demand planning and requirements
planning, but we basically built our Lanier corporate
inventory planning process around Demand Solutions

as well”

His group combines software with a personal
touch. As an example, if a sales rep says he or she will
have a large deal next month, they check inventory to
see the impact the order will have. They also call the
rep to get a feel for how solid the deal really is. Sales

people are cooperative with the forecasting efforts
because they are paid only after the equipment is
installed, so they want to make sure the inventory is on
hand to fill their orders.

Optimizing internal planning

To make its internal processes work as seamlessly
as the software does, Ricoh schedules monthly planning
meetings with product marketing managers. The
monthly meetings along with daily communication with
sales reps form the basis for the unit demand forecast.

“Demand Solutions provides a common business
language for us,” adds Langevin. “It is very easy to
understand and organizes the data necessary to run the
business. People from other departments can look at it
and understand what we are trying to do.”

Ricoh’s business is complicated enough to evade
easy terminology.  It’s not just copiers or printers or
machines that can do both—on its Web site the firm
refers to “office solutions” and “document
management.” Each machine can have as many as 15 to
20 options and configurations, many of them installed at
the warehouse before they are delivered to customers.

For Langevin’s department and the entire supply
chain, that means a lot to keep track of—machines,
software solutions, accessories, network options, and
supplies. When Lanier first installed Demand Solutions
it was turning inventory 1.5 times a year; it is now at 6
turns a year and aiming for 6.7.

“Improving from 1.5 to 4 or 5 turns was pretty
easy,” says Langevin, “but once you get to six, further
improvement is much more difficult while
maintaining the same service level. It requires even
more collaboration.”

In the process of reducing inventory, the company
has uncovered a variety of processes that needed

improvement, he adds.



Reducing inventory
makes new demands

“Excess inventory covers a lot of problems. As you
tweak inventory down, you have to make sure that
everyone in the supply chain is performing at a high
level. Even the length of time to process an order
becomes important.”

Langevin thinks further improvement in inventory
turns will also require some assistance from suppliers.

“We have been working with our parent company,
Ricoh Company Limited in Japan over the past four to
five years. We have a cooperative effort to move from
monthly replenishment to weekly. To accomplish this,
we had to move more monthly forecasting to weekly
forecasting. In conjunction with Demand Solutions we
have seen a significant reduction in inventory along
with higher fill rates.”

Improving from 1.5 to 4

or 5 turns was pretty easy.

Both the outside vendors who sell to Ricoh and the
company’s own factories are hungry for forecasts, and
everyone wants a different slice of information.
Fortunately for the inventory group, Demand Solutions
is flexible and can provide a variety of information, such
as a 41-month history if necessary and extended
forecasts. The data can be easily exported to Excel and
emailed to the supplier.

“We spent a lot of time in advance thinking about
what data we wanted to populate in Demand Solutions.
Now the tool is helpful to our vendors who appreciate
that we can provide needed information very quickly.”

Working with the entire organization to take
advantage of the information is the key to success,
he adds.

“Unless you develop processes with sales,
marketing, finance, service, distribution, and the
factory, you could have the best tool in the world and
still fail.”  The monthly meetings, to analyze forecasts,
put everyone on the same page with a common goal of
finding ways to improve customer service, attain
inventory objectives and support corporate strategies.

Providing a
common language

“Demand Solutions provides a common language
and makes it possible for all of us to relate to the
inventory in the same way. For instance when people go
on vacation, it is very easy for us to cover for each other.
As a manager, | can see the entire inventory and we can
slice and dice the information for the inventory planners
who are in sync with the product marketing
managers.”

The company orders products
from the factory and once they arrive
Demand Solutions DS RP is also used

Lanier Worldwide

to deploy inventory to its ten U.S.
warehouses. Quantities are based
on fluctuations in local demand.
From aggressive strategies managing
inventory at the corporate level,
Ricoh is also fine tuning inventory
performance at the individual
warehouse level.

Contingency plans are always
necessary to cope with changing
conditions, such as lack of

shipping capacity and congestion
at the West Coast ports as the
stream of Christmas imports

moves to the U.S. from Asia.

Demand Solutions helps
Ricoh overcome these exceptional
events with variable safety stocks

and other planning flexibility.

“Our
customer
Langevin. “The reason to have

primary goal is

service,” concludes

inventory is to fulfill a customer
requirement. While 1 am proud of
the improved turns of inventory, |
believe that the pain of a backorder
is much worse than a short-term
excess inventory. There is nothing
worse than a backorder in my

mind. | absolutely hate them.” ® _h. e ———le e
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Darice

Crafting Forecasts

To Keep Pace With Fast-Moving Fads

crapbooking growth has slowed, says
Scott Stickney. On the other hand,
jewelry is gaining popularity, along
with crafts for kids.
As  Director of Inventory
Management at Darice, it’s his business
to know. The privately held company is
a leading supplier of supplies to
companies like Michael’s, JoAnn
Fabrics and other chains and
individually owned shops that number
in the thousands serving craft
enthusiasts across the country.
Located just south of Cleveland
in Strongsville, Ohio, the 53-year old
company supplies its customers from a
425,000 square foot distribution center,
along with a large showroom of its best-
selling products.

“The business is very cyclical,” says

Stickney. “Something will be super hot and
then go away. You think it is dead forever and
then it comes back.” Besides the changing
fashions in crafts, the business is highly seasonal, so
the company has come to rely on Demand Solutions for
its forecasting and replenishment.
“Before Demand Solutions, we had no forecasting
whatsoever,” he recalls. “The buyers ordered their own

products, more by feel than anything else.” The

14 demandsolutions.com

company decided it had to replace its legacy technology
and after a two-year evaluation of ERP systems chose
Elite from Tecsys out of Canada, because it came closest
to working the way Darice functions.

At the same time it was looking for ERP systems
Darice also began a search for a forecasting and
replenishment application.

“Since we were just starting, we wanted something
that didn’t work from super complicated formulas we
didn’t understand.”

Darice installed its ERP system first and then took
two years to roll out Demand Solutions, working
carefully to make sure the system was deployed to fit the
way the company works. Now with six years of use the
company is hitting high fill rates with reduced
inventory.

“In forecasting and replenishment, we took some
time to make sure everything was coming out right and
that we were feeding it data the right way. It went pretty
smoothly, although we changed our minds on a few
things during the implementation.”

From forecast to ordering takes a few steps. The
Demand Solutions forecast is fed to the DS RP system
which suggests quantities to order. A system that Darice
built in-house, called Boss, takes in information from
Demand Solutions and runs it against other measures
from the company’s data warehouse—yearly sales,
quarterly trends, and information from POS systems in

the 23 stores the company owns, volatility measures for



Darice

Having beaten the old forecasting targets, Darice has set new goals

for its inventory management group. Aggregate forecasts rather
than by SKU by customer have proven more accurate.

individual products, and retail and wholesale
trends. Boss often agrees with Demand
Solutions, although in some cases the product
has such a volatile sales record that the
inventory group makes manual adjustments.
Darice has a few customers who will place
large orders for an item and never be heard
from again. Or one of the large chains will
place a large order one month and then not
order anything the next month.

“They throw the forecasting off, and
those are the spikes we dig into so we can
better understand what is behind them.”

Their way is obviously working. The
company has lower inventory and half to a full
turn more of inventory.

“We are meeting the company’s goals
now, and we have never come close before,”
says Stickney. “In fact, we are setting new
goals because we have met the old ones. The
fill rates for our top customers have gone from
the low 80s to the upper 90s at the same time
we are lowering our inventory significantly.”

Darice works from details to general
forecast, explains Stickney. “We use Demand
Solutions to find the items whose sales are
very flat, so we didn’t have to look at them in
detail. Now the system tells us which ones are

volatile and those are the ones we focus on.

Sometimes we just check a few key
measurables and as long as it meets those, we
don’t go further, and that saves us a lot of time.

Good the
replenishment people at the company cover
40,000 SKUs every month, about half

imported and half domestic. Now with a

thing, because four

dedicated replenishment staff, the company’s
buyers can concentrate on sourcing product
and negotiating prices.

“We meet monthly with our sales staff to
get input on the forecast, and we talk to the
buyers, who sit right next to us, daily. We also
talk to our top customers in person or by
conference calls at least once a month, all to
help us fine-tune the forecasts.”

If a buyer plans to run an ad from the first
week of September through October, the
replenishment group asks for the expected
lift. It doesn’t change the forecast; it just
adds the lift.

“In the future we might
assign someone to incorporate
lifts into the system. If one of the
big chains comes to us and wants
to do a promotion in the spring and
expects a 20 percent lift, we will adjust
their forecast only. We used to do SKU by

customer, but now we do aggregate level and if

a particular customer wants to bump up for a
promotional item, we will know what
percentage of our business the customer
represents and we will adjust the aggregate
accordingly.”

Because some of the company’s top
customers have very erratic patterns, they and
threw the forecasts out of whack when Darice
was forecasting SKU by customer.

“For a period we did it both ways—SKU
by customer and aggregate demand, and the
aggregate turned out to be much more
accurate. In the last four or fives years we have
learned what works best for us and our
customers. A lot of it is common sense, but we

are fine tuning Demand Solutions.” {®
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Mideast Overview

Demand Solutions Boosts Efficiency in

Fast-Growing

Viddle East Businesses

he Middle East is one of the most dynamic

economic zones in the world. Led by the United

Arab Emirates, and Dubai in particular, these
the

combination of their oil and gas wealth, political

oil-rich countries have successfully used
stability, and social tolerance to develop a thriving hub
of transportation, finance, and services for a region
extending north to Turkey and south into the northern
tier of Africa.

Mercator projections commonly used in U.S.
geography lessons show North and South America in
the center of the world with Europe off to the right
and Russia and Asia Pacific stretching off one
side and coming around to the other.

In the Arab Emirates the worldview is quite
different. Nations with centuries of trading which
traditionally relied on camel trains and dhows (a
traditional Arab sailing vessel) have transitioned
dramatically to Boeing 747s, Airbus 380s,
container ships and those all-important tools of
international commerce—sophisticated business
centers and gleaming hotels.

The sheer scale of Dubai’s growth is
breathtaking; 25 percent of the world’s
construction cranes are said to be
operating there, many of
the Dubai

International Airport,

them at

which has become a
hub—28

million travelers

major
last year—for
both passengers
and freight. It is
expanding with a

new runway and

terminal capable of handling the Airbus 380 and two

mass transit stations, which will ultimately connect
Dubai City with the Jebel Ali free trade zone. The port
supporting this international free trade zone was
constructed in the 1970s and is still the largest man-
made harbor in the world.

With its business-friendly government, Dubai and
its Jebel Ali free trade zone has become the location of
choice for global corporations setting up Middle
East/North Africa operations centers, and even, in the
case of Halliburton, their global corporate headquarters.

Not surprisingly this burgeoning trade has created
a growing need in more forward thinking business
corporations for forecasting, replenishment, and
inventory management solutions. Demand Solutions is
rapidly expanding its global family of users in this
region. And it is playing a vital role in helping the
Middle Eastern and Northern African economies move
into the next phases of operational efficiently.

“Demand Solutions products are used in an
increasing number of local enterprises,” comments
Malcolm Stork, Managing Director, Demand Solutions,

EMEA. “They include huge international companies,



like BP and more recently Chevron in the oil business
and Reckitt Benckiser and 3M in the consumer sector.
You would expect companies like these to use advanced
forecasting and replenishment planning tools, but we
also support smaller, local manufacturing operations,
such as NADEC and Henkel.”

One such major player is Reckitt Benckiser Arabia
FZE, the Middle Eastern arm of the UK-headquartered
household products giant. It has chosen Dubai as its
base for serving EMEA. The market is huge, wildly
uneven in per capita income, and challenging to serve
with its variety of languages, transport facilities, IT

capabilities, customs regulations and currencies.

Reckitt Benckiser Boosts
Health and Well-Being
Across the Middle East
and North Africa

From United Arab Emirates (UAE), Reckitt
Benckiser (RB) Arabia distributes its Household &
Health Care products to 21 markets in the Middle East
and North Africa (MENA). RB is the World’s Number
One company in household cleaning products and a
leading player in health and personal care with brands
like Dettol, Vanish, Veet, Airwick, Harpic and Strepsils
among its leading brands.

“Our Middle East North Africa business is out and

out a distributor-based market where RB sells products

L“

Sy

to the distributor and the distributor sells to the key
accounts, wholesalers, retailers and small shops,”
Ghani, Reckitt
Information Systems Manager for Middle East North

explains  Farzana Benckiser’s
Africa. “This is a very complex business with 21
markets. Each market poses various challenges in terms
of different sales portfolio, cross border regulations,
complex pricing and different trade agreements. To
cater for such complex business, you need a solution

that is simple and straight forward.”

Mideast Overview

The sheer scale of Dubai's growth
is breathtaking; 25 percent of the

world's construction cranes are
said to be operating there.

The company selected Demand Solutions in
December 2006 and started implementation in January
2007. Working with the Demand Solutions EMEA
team, RB was able to go live with two pilot markets
(UAE & Kuwait) within three months. The company
added four more countries (Qatar/Bahrain/Oman/
Lebanon) and an additional two distributors in UAE in
July. With Demand Solutions, Reckitt Benckiser has
almost halved its forecasting cycle, improved accuracy
of data, automated replenishment plans, and more
importantly, eliminated its Excel-based system and

moved to more transparent supply-chain technology.
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Mideast Overview

Farzana likes Demand Solutions because the
application is simple for the user and easy to handle.
More importantly, Demand Solutions has the fastest
implementation time.

“It provides flexibility not only to perform
statistical and collaborative forecasting but it also runs
replenishment planning, which is the key requirement in
a distributor based market like the Middle East North
Africa. As a consequence, Reckitt Benckiser also opted
for Demand Solutions Requirements Planning (DS RP)
because this module provides end-to-end planning and
inventory visibility,” Farzana adds.

One of RB’s major goals was to better understand
product demand and mix, says Farzana. “We haven’t
had any visibility into which product we should forecast
more of and which we should forecast less. We also have
to monitor and manage distributor stock—in stock days,
which is a key business driver & ultimate control point
for Reckitt Benckiser. Our processes in RB are quite
unique due to the fact that our forecasting is based on
‘In-Market

distributors—which makes the

Sales’—also called sales out from

whole process

complicated but at the same time provides opportunity
to get closer to the market and improve service levels.
We had the data, now we have the process and the tool
(Demand Solutions) that can help us convert data into
meaningful and most reliable information,” she adds.
“Demand Solutions is the definite ‘need’ for Reckitt
Benckiser’s Middle East business and we are committed

to make it happen.”

Managing Growth in Saudi
Arabia’s Agriculture

A local manufacturing company that has
successfully leveraged the power of Demand Solutions
is Saudi Arabia’s National Development Company
(NADEC), based in Riyadh. Established by Royal
Decree in 1981, NADEC was set up to lessen Saudi
Arabia’s dependence on agricultural imports. It now
owns five dairy farms with 25,000 head of cattle, two
modern diary plants with a total capacity of one million
liters of milk daily, and farms producing vegetables,
fruits, wheat and corn.

NADEC is using Demand Solutions to manage
warehouses and its suppliers of everything from bottles
for dairy products to vaccines for the calves.

“We use Demand Solutions to manage our
material suppliers so we get the right materials to the
right place at the right time,” explains Alaa Ghattas,
materials planning manager at NADEC. “We have huge
inventories and needed it to reduce our inventory level.
This includes spare parts we keep for trucks.”

NADEC has recently implemented Demand
Solutions and is training staff in how best to use it and
how to link it to the company’s Oracle ERP system.

The firm had been using Microsoft Excel for its
material planning in the past and wanted a more
transparent and reliable demand planning process. “We
preferred to have a separate tool like Demand Solutions
because it is easier to use and we can integrate its output

at any time with the ERP system,”” says Ghattas. ®

Dynamic Middle East countries have successfully positioned themselves

as a trading and services hub linking Asia, Europe and northern Africa.
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Arla Foods

Arla Foods Implements
Demand Solutions in 19 Days

Immediate returns in better fill rates, reduced obsolescence

bout two years after Arla Foods Inc. purchased
National Cheese in Canada, the Canadian
President and CEO Doug Smith wanted to
improve inventory control and fill rates with its 5,000
customers across the country. Arla Canada is a
subsidiary of an $8 billion farmer-owned cooperative
based in Denmark, which sells such well-known brands
as Rosenberg Blue Cheese, Tre Stelle Fine Italian
Cheeses, Dofino Havarti, Mediterra & Apetina Feta
and Buko Cream Cheeses. It employs 22,000 people.
Besides Denmark, Sweden and the UK, Arla Foods
operates subsidiaries in the 19 most important export
markets. The Group exclusively produces milk-based
products. Besides Denmark, Sweden and the UK, Arla
Foods has production plants in Saudi Arabia,
Argentina, Brazil and Poland and licensed production
in USA and Canada.
In 2006, Smith brought on board Chris Provost to
be Logistics Director for all supply chain operations
excluding production. An experienced supply chain

expert with hands-on experience installing complex

supply chain systems, his job was to oversee the
implementation of all SAP supply chain functions
nationally including APO, the company’s global
standard for supply chain planning. However installing
SAP was scheduled to take a year or more, and Arla
could see it needed a fast, effective interim solution.
Provost, who had worked previously with Demand
Solutions, proposed implementing three modules, DS
Forecast Management (DS FM) for demand planning,
DS Requirements Planning (DS RP) for inventory and
distribution management, and DS Rough Cut Capacity
Planning (DS RC) for production scheduling. These
modules would solve his supply chain challenges.
However, he also had issues in his ERP infrastructure,
which he could not wait for SAP to solve. He proposed
using Microsoft Access as a connectivity layer, data
filter, and storage system. It would connect to the
company’s aged accounting Providex system while SAP
was implemented over the next year so that they could

emulate an ERP system.

DS Magazine 19



Arla Foods

ARLA FOODS
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ldentifying cost drivers

“We wanted to know what was driving the costs
and why the case fill rate for customers was very low,
and we needed to address those issues while we were
working on SAP. So we decided to use Demand
Solutions and Microsoft Access to create an interim
type of ERP system.

“Arla inherited from National Cheese four systems
that did not really interface well with each other,”
explains Provost. “Old and largely outdated, they don’t
perform their own functions very well and they certainly
didn’t integrate with the other systems usefully.”

For National Cheese, it was not a huge problem—
the company was smaller and things could be done
manually and they had staff who did not have any
computer experience with systems—they were
comfortable with manual processes and Excel
spreadsheets. However for Arla, integrating two
companies and creating a large, well-run
operation running on all these systems is an
ongoing challenge.

To Provost, a veteran of SAP and Oracle
ERP

number of Demand Solutions

implementations plus a

projects, this looked like a disaster

in the making. Moving directly

from manual processes to a complex SAP system was
too big a leap, especially because SAP requires a level
of process sophistication and data integrity which Arla
Canada was just not yet ready to provide. The Canadian
company needed to develop a demonstrated capability
in software implementations, and in managing a
complex operation based on data, process discipline,
This

implementation would give them that opportunity, and

and  sophisticated  planning  systems.
provide real benefits at the same time.

In ten days the company agreed to license Demand
Solutions, and in another 19 days Provost had Demand
Solutions up and running for a total cost of $150,000.
“This was a very rapid implementation,” says Marvin
Lebold, Customer Account Manager, at Demand
Solutions Canada in Toronto. “They clearly needed it
and we all worked together to make it happen. They
have steadily improved their forecasting and inventory

management.”

Round-the-clock team effort

“Marvin didn’t see his wife much during the
implementation,” says Provost. “We had team members
such as Rey Valdeavilla, our Supply Chain Planning
Manager who has extensive DS experience, and Jay
Byrd our SC Planning Supervisor, who worked non-

stop. We also had tremendous co-operation from the
Production and IT infrastructure staff.”” Demand
Solutions provided three resources, Marvin
Lebold, who managed the project and supported
process design and training, Tom Becke who
managed the Production processes, and Diana
Bastos who oversaw the technical elements of
the implementation. “Marvin and his team
staff,

development, and oversaw the technical

trained our supported process
elements of the implementation. We called

Marvin, our DS Project Manager, first thing in the
morning and late at night and even on the weekends,

but he was always helpful.”



The company faced major changes in the
information systems it did have running, and the team
had to implement Demand Solutions to bring some
discipline to forecasting, inventory management, and
production scheduling.

In reviewing Excel spreadsheets where key data
had been stored, Demand Solutions and Provost’s team
discovered extensive data problems. For example, the
company had no single system with a single vendor
number; it had no electronic purchase order system.
Sometimes it used a number for a customer in Quebec
and the same number for another customer in British
Columbia. Because Demand Solutions is more flexible
than SAP, it proved an excellent way to migrate to an
electronic system with cleansed and uniform data.

“If you go forward each and every day, in a month
you have created real value,” says Jack Gow, Sales

Manager at Demand Solutions Canada.

forecasting for the first time,”
says Provost. ‘Our
forecasting has improved
over 12 percent and we are

seeing steady improvement in

implementation.”

Arla is feeding data on 5,000 customers and 950
independent and 280 dependent SKUs into the system.
On the inventory side, the system is working across
three manufacturing plants and three distribution
centers, leading to more than 300,000 separate records
in the Demand Solutions database.

The system presents the information at four
different levels to support a unified demand planning
process, linking the sales force and the supply chain. DS
FM allows Arla to keep all the information

synchronized. Item/customer/ship-to data links the

Our forecasting has improved over 12 percent and we
are seeing steady improvement in case fill rates over

the last five months since implementation.

Working with Richard Ding of Intelliwaves Inc.,
Arla used Access to create the whole front end of an
ERP system, such as bill of material, purchasing
processes, firm planned order and planned receipts.
Access also acted as a data regulator, checking the
incoming data which could be slightly different from
each region, and transforming it into the format that
Demand Solutions needed. They also used Access to
build a date code tracking system and an interim front
end to a new Warehouse Management System (WMS)
system they are rolling out to support SAP. Access
linked all the systems into something resembling an
ERP system bridge using Visual Basic to design a

process flow.

Steady improvement
continues

“With Demand Solutions we have been able to get

our planning in place and implement national

forecasts to the individual outlets, explains Lebold. “In
a lot of the grocery industry, they do direct store
delivery. Arla wanted data at that level to determine
what they would ship, where, and when.”

Demand Solutions also tracks at the store banner
level for major accounts. So if a company operates
stores under several different brands, such as a full
service grocery and a no-frills chain, Arla’s sales force
can see the sales performance and forecasted levels
directly in Demand Solutions. This allows tight
integration between the sales effort and supply chain
planning, which leads to better customer service.

In addition, the company serves the independent
grocery and convenience store markets, as well as food
service distributors. A regional sales person can look at
the information for his customers and see market
penetration, and change the forecast if he adds a major
new customer. As the information is offered both at the
aggregate level and store level, a salesman looking at a

spike can drill down to see exactly where it is happening

Arla Foods

®
ﬁ
case fill rates over the last five months since
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